J /
\ /
\ s
N\ Y 4
- 4
U

BEREEEERERODEBRAT
Guangdong Kanghua Healthcare Co., Ltd.

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

B&15 5% Stock Code : 3689
“{£ {5 51| For identification purposes only ‘ &

5
R4

-

b3

2020
INTERIM
REPORT

Hi ¥t




Contents
B &

48

50

58

60

61

63

64

65

92

Corporate Information
NAEEF

Financial Highlights
I E

Management Discussion and Analysis
EIRE MO

Corporate Governance Highlights
TREAME

Other Information
HipE R

Report on Review of Condensed Consolidated
Financial Statements
HRAGEMBHRER 2 EH®RE

Condensed Consolidated Statement of Profit or
Loss and Other Comprehensive Income
G E B REME K ER

Condensed Consolidated Statement of Financial Position
fIRRAR & SRR R

Condensed Consolidated Statement of Changes in Equity
ELEGESNY Fay U ES

Condensed Consolidated Statement of Cash Flows
HAGARERER

Notes to the Condensed Consolidated Financial Statements

AR & B TS R M aE

Definitions

Ex




Corporate Information
NEEH
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Financial Highlights
BB HE

KEY FINANCIAL PERFORMANCE
ETERMBERA

For the six months ended 30 June
HERA=THILAER

2020 2019
—E-FF  —T-NF
PoP Change RMB’000 RMB’'000

REE ARET T ARBTT

Revenue & -16.8% 760,987 914,364
Gross profit EFH -60.6% 73,174 185,946
Gross profit margin EF = 9.6% 20.3%
(Loss) profit before taxation BB AT (E518) i A -246.9% (124,446) 84,689
(Loss) profit for the period BN (E8) &7 -327.2% (126,219) 55,549
(Loss) profit for the period attributable to PA/NCIEZ 2SN
owners of the Company FEARERA (E518) & 7 -257.2% (106,324) 67,637
Adjusted EBITDA* 4% 55 E2 EBITDA? -79.4% 28,096 136,615
(Loss) earnings per share — basic BR(BE) BF—ER
(RMB cents) (AR 5) -257.4% (31.8) 20.2
# Adjusted EBITDA is earnings before accounting for bank and other interest income, ~ # KAEEEBITDA B R ERTT R E M A S A -
interest expenses, taxes, depreciation and amortisation, fair value gain/loss FEeXZH ME WEREH AFEK
and investment income from financial assets at FVTPL, net exchange gain and =/ BERREAFEFABSNESREE
impairment loss on goodwiill. TEWA - EXNRFEREEREEE
R ZF -

4 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020



PATIENT VISITS
AmAANR

Thousand Visits F A X

No. of inpatient

ERAX

2020 S 26.0
2019 I 36 0
2018 I 30 5

No. of outpatient

FIR2 AKX

2020 T 566.6

2019 N 561.9

2018 I /65.4

No. of surgeries

FE

2020 . 7.
2019 N S 4
2018 I 6.5

REVENUE PoP OF MAJOR HEALTHCARE DISCIPLINES*

T ERE A RS
RMB'000 A R F T
89,633
103,437

Internal medicine

related disciplines

ARERENE

2020
2019

Nephrology related
disciplines
ERMNERNE
25,049

20,365

|

General surgery
related disciplines
LEIEENE
62,628

69,676

52,512
58,320
Emergency medicine

related disciplines
SREENE

|

Financial Highlights
B BE

REVENUE PROPORTION BY MAJOR HEALTHCARE DISCIPLINES *

FEMEWESIGEE

0&G related disciplines
BEMEENE

General surgery
related disciplines

EEIERENE

8.7%

12.4%

Internal medicine
related disciplines

AREERERIE ()
7.2%
Neurology related
disciplines
BEBEERRE
99,458
122,340
Cardiovascular related
disciplines
OIME 3| 2=
LINEBRER 117,382
151,917

16.3%

7.3%

6.2%
28.1%

Other disciplines

HipfRARMZE

10,869

31,533

Paediatrics related
disciplines
REBZEERNE

0&G related disciplines

RENEENE

!

|

Neurology related
disciplines
HEBERENE
51,776

59,624

Oncology related
disciplines
EEARNE
25,782

25,121

|

Medical aesthetic
related disciplines

BEXRFENE

16,105

18,779 B Rl
27,162
33,668

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

*ZERETEERHREREMEERY - 585 LMK -

Emergency medicine
related disciplines

SREENE

Orthopaedics
related disciplines

BRERRNE

98,336
121,478

Other disciplines
HAERARE

|

Physical examination

EREERERAERAT DEEHE 202 O



Management Discussion and Analysis
EEETWwR DT

BUSINESS REVIEW AND OUTLOOK

Business Overview for the six months ended 30 June 2020

During the first half of 2020, the unexpected and unprecedented pandemic
caused by the novel coronavirus disease 2019 ("COVID-19") has exerted
downward pressure on the national economic development, and accordingly,
the operations of a wide range of industries and sectors in the PRC have been
severely affected. The Group’s operations have resulted in a certain degree
of operational disturbance, including temporary restrictions and closures of
rehabilitation centres, and rescheduling of some of our non-emergency services
and surgeries at our hospitals. The restriction and control measures have caused
a decline in the volume of outpatient visits, inpatient visits and surgical operations
during the first half of 2020. The implementation of various pandemic prevention
policies and preventive measures to control the COVID-19 pandemic have
temporarily suppressed the demand for our medical services.
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Management Discussion and Analysis

In the first half of 2020, the Group’s consolidated revenue amounted to RMB761.0
million (six months ended 30 June 2019: RMB914.4 million), representing a
period-on-period decrease of 16.8%, mainly attributable to the decline in overall
patient visits of our owned-hospital operations. The Group’s owned-hospitals
(making up our hospital services segment), namely Kanghua Hospital, Renkang
Hospital and Kangxin Hospital, have all recorded a decline in revenue of 15.7%,
23.4% and 24.2%, respectively. Our rehabilitation and other related healthcare
services segment, through our ownership of 57% equity interest in Anhui Hualin,
which directly and indirectly through its wholly-owned subsidiary, holds sponsor
interests in private non-enterprise entities in Anhui Province, the PRC, has
recorded a revenue of RMB31.5 million (six months ended 30 June 2019: RMB35.6
million), representing a period-on-period decrease of 11.6%, primarily caused by
the pandemic control measures due to COVID-19 in Anhui Province, under which
our rehabilitation centres were unable to resume normal operation during the
period.

BB W& DT

RZE_TF LT AEFBNLGEE KA
BARKINOBEL(HE_Z—NLF A
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Management Discussion and Analysis
BEENWR DN

The Group’s consolidated loss for the six months ended 30 June 2020 amounted
to RMB126.2 million (six months ended 30 June 2019: consolidated profit of
RMB55.5 million). The loss incurred during the Reporting Period is mainly
attributable to: (i) the significant decline in revenue and profit at Kanghua Hospital
and Renkang Hospital primarily as a result of the decline in the number of patient
visits across all their service offerings during the period of the pandemic; (i) the
continuing significant loss incurred at Kangxin Hospital (which commenced
operation in March 2017 and was acquired by the Group in August 2018), in
the current interim period, Kangxin Hospital recorded a decrease in revenue of
24.2% as compared with the prior interim period, primarily due to the impact
of COVID-19 (which in turn resulted in a decrease in number of patient visits),
however, Kangxin Hospital also faced a number of ongoing challenges including
large burden on professional headcounts, overhead expenditure and fixed costs,
as well as the loss of certain key professional healthcare talent during the first half
of 2020, due to the fierce and intense competition for healthcare professionals
and experts in the local Chongging market; and (iii) the Group recognised an
impairment loss on goodwill in respect of the cash generating units of Kangxin
Hospital (the “Kangxin Hospital CGU") and Anhui Hualin (the “Anhui Hualin CGU").
The Board considers that the estimated short- to medium-term future growth
of Kangxin Hospital and Anhui Hualin were lower than previously anticipated,
accordingly, the aggregate recoverable amount of Kangxin Hospital CGU and
Anhui Hualin CGU are below its aggregated own carrying amount, which results
in the recognition of an impairment loss in goodwill in a total of RMB76.0 million
during the Reporting Period.

BE_T-_ZTFA=THLEAER &%
lE’J%?éJEE?E%AE%]ZME%ﬁ(EYi_
E-NFRA=ZTHIEAEA - HEEMA
RES55887T) - REHANELNERT
EThMR (I REER R CREERNRA R
AR T T2 AERREHREME
ARG IE B 1) B & FL 2 IR BUR D P (i) BE
/ug/—u(ﬁ’\_z TtE=ZAMKREE R

—NENARREELE) RENFHE
Eﬁﬁiﬂa AR HIERRE - B0 B B O U A
B AR BRI 242%  TE2THNE

COVID-9 & » BEFD KRB PIER -
AR B BB R R — AR AR PR -

BIEEEABAE BEERAKEERKAD
ERBE URRZZE-_ZFL¥FHRE
EAMmGHEBREEABRERNHF
BEIMERA D EETFEEBFAST AL K
i) AR EEEOERNIR S EEELM ([BE
DERREEAEN]) RLRER ([Z#
BERReELESN|) ERAHENRERSSE -
EEeRA BLEBRERZBAERNEHE
FRHR R IE RAGFHE R SCRITE AR - At - B
LDERBeEABMNRLCBERBESEL

BUumAlOEeRERNEs SREAE
BERNREHREIADEREBSEAFTA
R¥760BETT
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Management Discussion and Analysis

The Group’s Adjusted EBITDA (Adjust EBITDA is earnings before accounting
for bank and other interest income, finance costs, taxes, depreciation and
amortisation, fair value gain/loss and investment income from financial assets
at FVTPL, net exchange gain and impairment loss on goodwill) has recorded a
period-on-period decrease of 79.4% to RMB28.1 million (six months ended 30
June 2019: RMB136.6 million), which indicates that the Group’s core operations
as a whole remained stable and profitable to certain extent, after eliminating the
effects of financing, investment-related income/loss, effects of exchange rates,
capital expenditures and extraordinary non-cash related losses.

During the Reporting Period, the Group actively responded to the impact brought
by COVID-19, and strived to ensure stable and effective operations across all our
operating segments. Meanwhile, the Group seized the development opportunity
in expanding our business in elderly healthcare services. In July 2020, the Group
has succeeded in bidding for the land use rights of a land parcel to undertake
an integrated healthcare project to develop comprehensive elderly healthcare
medical facilities with a particular focus on geriatric patients and rehabilitation
to offer best-in-class geriatric and rehabilitation services in Dongguan City. The
Board expects that such development will further enhance the Group’s capability
in providing high-end integrated medical care to meet the increasing demand
for quality geriatric and rehabilitation services in Guangdong Province (and in
particular Dongguan City).

Hospital Services

The Group’s owned hospitals, namely, Kanghua Hospital, Renkang Hospital
and Kangxin Hospital, represent our Group’s hospital services segment. During
the Reporting Period, COVID-19 has caused a number of adverse impact on
our key operating performance indicators, in particular (i) the total number of
inpatient visits declined to 26,030 (for six months ended 30 June 2019: 36,025),
representing a period-on-period decrease of 27.7%; lii) the overall average
spending per inpatient visit amounted to RMB17,977.6 (six months ended 30 June
2019: RMB14,883.7), representing a period-on-period increase of 20.8%; {iii) the
overall bed utilisation rate dropped to 60.8% (six months ended 30 June 2019:
80.6%), mainly affected by the lowered bed utilisation during the most intense
period of the pandemic; (iv) the average length of stay remained relatively stable
at 7.6 days (six months ended 30 June 2019: 7.3 days); (v} the total number of
outpatient visits declined to 566,568 (six months ended 30 June 2019: 861,872),
representing a period-on-period decrease of 34.3%; (vi) the overall average
spending per outpatient amounted to RMB399.7 (six months ended 30 June 2019:
RMB347.6), representing a period-on-period increase of 15.0%; and (vii) the total
number of surgical operations declined to 17,991 (six months ended 30 June 2019:
20,994), representing a period-on-period decrease of 14.3%.

BEERWR DT

7N 5= B #) 4% 3 E2 EBITDA (4% 38 ZXEBITDA & B
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Management Discussion and Analysis
BEENWR DN

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

TEREINAEEHEENERRGE DI H
RTINS T EEEEEE

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

Change 2020 2019
b —ECEF —NE
Inpatient healthcare services {EBr & B AR %
Inpatient visits EBT AR -27.7% 26,030 36,025
Average length of stay (days) FHERAE(R) +0.3 7.6 73
Patient's average spending per visit [RMB) BEFAXTHRY
(AR#%TT) +20.8% 17,977.6 14,883.7
Outpatient healthcare services MY BERS
Outpatient visits RE VNN -34.3% 566,568 861,872
Patient's average spending per visit (RMB) BEBAXNTFHEAX
(ANR®TT) +15.0% 399.7 347.6
Physical examination services BRR%
Physical examination visits BRmAR -31.5% 52,305 76,307
Patient's average spending per visit (RMB) BEBAXRTHEHAX
(ANR#®TT) +17.7% 519.3 4412
Kanghua Hospital RESER
In the first half of 2020, Kanghua Hospital continued to restructure the healthcare —ZF=FF F¥F - FEBEREEAREE

management departments, strengthen horizontal communication and enhance
working efficiency. Kanghua Hospital continued to pursue new management
concepts, including the tools that Gpply "doto and performance management
and multi-quality control” (& #} 4 3 & & & & #), in order to enhance
the monitoring and analysis of key medlcol quality process and outcome
indicators, as well as to continuously improve the key projects. As one of the six
designated hospitals for treatment of infectious diseases in Dongguan City under
the pandemic, Kanghua Hospital was instructed by the Board to “fight against
the pandemic” and safeguard the health of the public and our employees. The
medical staff of Kanghua Hospital came forward and rose to the challenge, with
more than 120 medical staff members volunteering fo fight against the pandemic
on the front line. The pandemic affected the operations of Kanghua Hospital to a
certain extent, resulting in a decrease in the total number of patients.

]O Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020
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Management Discussion and Analysis

During the Reporting Period, Kanghua Hospital has recorded revenue
of RMB613.0 million (six months ended 30 June 2019: RMB727.4 million),
representing a period-on-period decrease of 15.7%. As of 30 June 2020,
Kanghua Hospital has outpatient visits of 431,161 with a decrease of 34.9% as
compared with the corresponding period last year and inpatient visits of 20,862
with a decrease of 26.1% as compared with the corresponding period last year.

In 2019, Kanghua Hospital planned the establishment of the “Internet + Medical
Healthcare Services” (& Bt 48 + 3 12 AR %) organisational structure. With the
“Household Kanghua Angel” (& 2 X fi £I| %) project formally implemented,
Kanghua Hospital also became the first hospital in Dongguan City to develop and
operate an online nurse appointment platform. In the first half of 2020, Kanghua
Hospital continued to optimise its online services and further pushed forward
with the trial operations as an internet hospital. Our management is of the view
that the new infernet service deployment is expected to reduce the impacts of
pandemic on the operations in the future.

In January 2020, the Department of Respiratory and Critical Medicine of Kanghua
Hospital has formally obtained the cerfification as a PCCM-certified class |l
hospital. The “PCCM Standardisation Construction Project” ([PCCM #5 &6/t 22 3% 18
H ), which is initiated by the respiratory therapist branch of the Chinese Medical
Doctor Association (H1 [ & &l 175 & #F U %8 K 5 &), the respiratory medicine
branch of the Chinese Medical Association (7 % B8 £2 & I I} 5 B2 5 & ), the
National Respiratory Medicine Specialty Consortium (2 B M If; 2 £} 22 B 62 ) and
the National Respiratory Medical Quality Control Centre (B 5% W % 22 &% 5 & 44
5 .0y ), aims to promote the standardisation development of the Department
of Respiratory and Critical Medicine, comprehensively build a national team of
respiratory and critical medicine physicians, and improve the overall national
standard of the Department of Respiratory and Critical Medicine. The project will
then meet the increasingly severe clinical requirements to address respiratory
diseases.
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Management Discussion and Analysis
BIEENRR DN

Renkang Hospital

In the social security system evaluation in 2019, Renkang Hospital achieved a
better result. In the first half of 2020, Renkang Hospital continued its good work
in medical insurance management by adjusting charging standards and social
security reimbursement to increase the income per capita. In the first half of
2020, Renkang Hospital also strengthened the construction of the emergency
department and ICU by establishing the Department of Emergency and Critical
Medicine and introduced high-calibre talent to provide strong life support and
protection to clinical departments. These efforts have raised the emergency
and first aid standards of the hospital. In terms of equipment investments,
according to the equipment procurement plan at the beginning of the year, the
radiology department introduced high-end CT and DR equipment. Currently, the
installation of DR equipment is completed, with the CT equipment expected to
arrive in July. With the relevant formalities and cerfificates being processed, the
equipment is expected to be put into use in the second half of the year, thereby
providing clinical departments with the support to promote their service offerings.
During the COVID-19 pandemic, as of June, Renkang Hospital was entitled to a
reduction in contribution of approximately RMB1.2 million under the social security
policy scheme; in the first half of the year, a total of 3,446 nucleic acid tests
were administered from February to June, generating an additional revenue of
approximately RMB0.34 million.

During the Reporting Period, Renkang Hospital has recorded revenue of RMB89.2
million (six months ended 30 June 2019: RMB116.6 million), representing a
period-on-period decrease of 23.4%. As of 30 June 2020, Renkang Hospital
has outpatient visits of 128,248 with a decrease of 33.3% as compared with the
corresponding period last year and inpatient visits of 4,500 with a decrease of
34.8% as compared with the corresponding period last year.

In terms of academic development of the hospital, in order to strengthen the
management of medical technologies, Renkang Hospital organised the medical
technology files of the medical staff, and evaluated and summarised the scientific
research projects and new technologies launched by the hospital. In accordance
with the national management standards for medical technologies, restricted
medical technologies in the Department of Orthopaedics and Department of
O&G shall be registered with the Municipal Health Bureau, and the hospital shall
continue to improve its standard of medical technologies.

]2 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020
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Management Discussion and Analysis

In strengthening the construction of key specialties of the hospital, Renkang
Hospital established the “Department of Respiratory and Critical Medicine”, which
was actively constructed in accordance with the specialty evaluation standards.
We strived to improve in the evaluation and inspection annually, and promoted
the rescue treatment for respiratory medicine and critical medicine cases. At the
same time, Renkang Hospital established the Department of Emergency and
Critical Medicine by infroducing academic leaders and forming an ICU team to
improve the emergency and first aid standards. The Department of Obstetrics
and Gynecology, Department of Stomatology, Department of Chinese Medicine,
and Department of Anesthesiology actively developed new businesses and
technologies, which brought upon good economic and social benefits.

Kangxin Hospital

In the first half of 2020, the COVID-19 pandemic severely impacted the operations
of Kangxin Hospital. Despite a decrease in the number of patients, the overall
construction level and medical treatment capability of the hospital have clearly
improved. Since the pandemic, Kangxin Hospital adhered to scientific prevention
and control measures, and not a single infected or suspected case was reported
in the hospital during this period. Besides effectively maintaining our own
prevention and control, Kangxin Hospital also actively supported the prevention
and control work of the local government. It immediately established a critical
medicine team consisting of 30 medical staff (being the first medical team from
a private hospital in Chongging), and simultaneously sent 11 groups consisting of
a fotal of 150 medical staff to provide medical protection for quarantine stations
in Jiangbei District. This engagement currently remains active. Since Chongging
initiated the first-level response to the pandemic prevention and control on 24
January, Kangxin Hospital has made every effort to ensure the normal admission
of patients by continuing with the services of outpatient consultations and
operations, as well as ensuring that patients, if deemed necessary, should be
admitted to minimise the casualties due to the pandemic.

During the Reporting Period, Kangxin Hospital has recorded revenue of RMB19.3
million (six months ended 30 June 2019: RMB25.5 million), representing a
period-on-period decrease of 24.2%. As of 30 June 2020, Kangxin Hospital
has outpatient visits of 7,159 with a decrease of 5.6% as compared with the
corresponding period last year; inpatient visits of 668 with a decrease of
25.6% as compared with the corresponding period last year; and performed
240 cardiovascular surgeries with a decrease of 30.0% as compared with the
corresponding period last year.
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Management Discussion and Analysis
BEENWR DN

Although the admission of patients was affected to a certain extent, Kangxin
Hospital strived to seek breakthroughs in technology and continued to
strengthen its business construction. In the first half of 2020, Kangxin Hospital
completed a number of extremely rare, complicated and challenging surgeries.
The Department of Ultrasound performed its first “stress myocardial contrast
echocardiography” case for a patient before the surgery; the Department of
Cardiology successfully performed an interventional surgery for a child with
the rare “Noonan Syndrome”; and the Department of Cardiovascular Surgery
successfully performed the first TAVR (Transcatheter Aortic Valve Replacement)
surgery as the first case in a private hospital in the Southwestern Region.
Meanwhile, Kangxin Hospital is designated by National Health Commission’s
Capacity Building and Continuous Education Centre (B8 2R 74 i BE & 8 i 3%
N 4 48 20 B ) as the “Primary Hospital Electrophysiology Specialty Training
Project Base” (£ /& & Ft & 4 12 B 18 8 /1 15 3 E R E i), indicating that the
capability of Kangxin Hospital in electrophysiology interventional surgery is
recognised by the government and other peers in the industry.

Despite its operational potential, Kangxin Hospital also faced many ongoing
challenges including large burden on professional headcounts, overhead
expenditure and fixed costs, as well as the loss of certain key professional
healthcare talent during the first half of 2020, due to the fierce and intense
competition for healthcare professionals and experts in the local Chongging
market. The temporary loss of certain key medical experts has, a certain extent,
caused further decline in patient visits at Kangxin Hospital during the current
interim period and is expected to have an adverse impact on our short-term
management forecast in revenue growth. As a result, the Group has further
recognised an impairment loss on goodwill of RMB48.5 million in respect of
the Kangxin Hospital CGU during the current interim period (the Group has
recognised an impairment loss on goodwill of RMB60.0 million during the
year ended 31 December 2019). However, the Group will continue to step up in
recruitment of experienced medical experts and improvement of our medical
capabilities to regain and attract local patients.
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Management Discussion and Analysis
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The table below sets forth the revenue contribution by healthcare disciplines of T~ 2= & 51| 7 BT 7 B f 4% B8 B AR 75 0 P RO 28
our hospital services segment for the periods indicated:

BEMBDNKREER

For the six months ended 30 June
BZAA=THLERER

2020 2019

—3-%% “E-nE
% of % of
revenue of revenue of
the Group's the Group’s
owned owned
hospitals hospitals
MEAERE NEAEE

Change ~ RMB000 HEHEMRH  RMB000 HAZRH

Healthcare disciplines B2y 2y ARMTRT WEEAL ARBTI KRB
0&G related disciplines FEMEENE 22.7% 117,382 16.3 151,917 175
Cardiovascular related disciplines LNEEBERE -18.7% 99,458 13.8 122,340 141
Infernal medicine related disciplines AREERZE -13.3% 89,633 124 103,437 19
General surgery related disciplines TR BN E -10.1% 62,628 8.7 69,676 8.0
Emergency medicine related disciplines 2YEENE -10.0% 52,512 73 58,320 67
Neurology related disciplines BEREEENE -13.2% 51,776 72 59,624 6.9
Orthopaedics related disciplines BRIEBRE -15.6% 44,899 6.2 53,176 6.
Oncology related disciplines BEEANE +2.6% 25,782 36 25121 29
Nephrology related disciplines ERMBHENE +23.0% 25,049 35 20,365 2.3
Medical aesthefic related disciplines BEXRAENE -14.2% 16,105 21 18,779 21
Paediatrics related disciplines REBZHERENE -65.5% 10,869 15 31,533 36
Physical examination BiRE -19.3% 27,162 3.8 33,668 39
Other disciplines HitEs AR E -19.1% 98,336 13.6 121,478 14.0
Tofal M@t 721,591 100.0 869,434 100.0

Note: The Group’s healthcare disciplines can generally be classified into clinical disciplines 5 : A& B Y BB B2 = Rl — 8 7] 5 A Fa K E R A

and medical technology disciplines. Medical technology disciplines provide EERMER - BERNEMRBHRKE
diagnostic and treatment support according to the requirements of clinical disciplines BN ERTRRHEZE N ARELIE - BB
from time fo time. Revenue derived from services delivered through medical BERNMERMRERSEENREBERE
technology disciplines is generally recognised in the relevant clinical disciplines that 10 PR 3 LE AR 75 ) AE BB B R S5 AR T RR o

utilised such services.
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Management Discussion and Analysis
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In the first half of 2020, the Group performed a total of 17,991 surgeries (six
months ended 30 June 2019: 20,994), including 7,084 surgeries (six months
ended 30 June 2019: 8,380) with level 3 or level 4 complexities, representing
a period-on-period decrease of 14.3% and 15.5%, respectively. The decline is
primarily attributable to the COVID-19 pandemic which caused the rescheduling
of some of our non-emergency services and surgeries. However, the Board
believes that the impact of the pandemic on our hospital operations is largely
temporary. The number of patients of our hospitals has rebounded since May
2020 and in June 2020, the business operations and medical service revenue
have substantially resumed normal as compared with the corresponding period
last year.

0&G disciplines, cardiovascular disciplines, internal medicine disciplines, general
surgery disciplines and emergency medicine disciplines (six months ended
30 June 2019: O&G disciplines, cardiovascular disciplines, internal medicine
disciplines, general surgery disciplines and neurology disciplines) were the
top five revenue generating disciplines of the Group for the first half of 2020,
accounting for approximately 58.4% of the Group’s total revenue in the same
period (six months ended 30 June 2019: 58.3%).

]6 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020
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Management Discussion and Analysis

During the six months ended 30 June 2020, revenue from all our major disciplines
of our owned hospitals recorded substantial decline, which are mainly caused by
the decrease in patient visits due to the COVID-19 pandemic. In particular, O&G-
related disciplines remained to be our largest medical discipline and recorded
a significant decrease in revenue with a period-on-period decline of 22.7%. Our
0&G related disciplines have been a stable revenue driver for the Group, and
the significant decrease in revenue is primarily attributable to a decline in patient
visits as pregnant women are generally reluctant to attend regular check-ups and
hospital visits during the period of the pandemic. However, since March 2020,
with the implementation of the pandemic prevention and control measures,
the COVID-19 pandemic has been brought under control to a certain extent.
The Dongguan Municipal Government issued the latest notice to speed up the
resumption of work and production of enterprises in Dongguan City. In order to
“fully support the resumption of work and production, and strictly prevent and
control the pandemic within the department” (2 71 X 318 T8 & © B&FHA
5 15 B #5), the Depariment of Gynecology of Kanghua Hospital, began to fully
admit outpatients and inpatients, under the pre-condition of further improving
the relevant measures for pandemic prevention and control. Also, revenue from
cardiovascular related disciplines recorded a period-on-period decrease of
18.7%, primarily aftributable to the decline in revenue from Kangxin Hospital and
the rescheduling of non-emergency surgeries. Revenue from paediatrics-related
disciplines also recorded a considerable period-on-period decrease of 65.5%,
primarily attributable to the stay-at-home policy implemented nation-wide and
children were advised not to attend hospitals during the time of the pandemic.
And despite the drop in revenue across all our medical disciplines, our oncology-
related disciplines and nephrology-related disciplines recorded a period-
on-period increase of 2.6% and 23.0%, respectively, primarily because these
disciplines are generally less interrupted by the pandemic and their patients
normally require regular and on-going medical attention.
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Management Discussion and Analysis
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VIP Special Services

The Group’s special services are high-end healthcare services that extend beyond
basic medical services and are specifically catered for more affluent patients who
are willing to pay a premium for higher quality and customised services that are
not generally available in public hospitals. The Group’s special services consist
of VIP healthcare services, reproductive medicine, plastic and aesthetic surgery
and laser freatment. In the first half of 2020, the total revenue derived from
special services amounted to RMB78.3 million (six months ended 30 June 2019:
RMB90.6 million), representing a period-on-period decrease of 13.5%. Although,
during the first half of 2020, the number of both VIP inpatient and outpatient visits
have decreased significantly, however, the average spending per inpatient visit
of our VIP healthcare services amounted to RMB43,437.2 (six months ended 30
June 2019: RMB29,830.5), representing a period-on-period increase of 45.6%,
primarily because the demand of our service offerings from Huaxin Building (a
complex in Kanghua Hospital dedicated to VIP healthcare services), in particular,
our O&G services to VIP patients have maintained strong and these services were
previously confirmed and scheduled prior to the outbreak. Our revenue from VIP
inpatient services recorded RMB30.8 million (six months ended 30 June 2019:
RMB35.6 million), representing a period-on-period decrease of 13.4%, primarily
caused by a decline in the number of inpatient visits. Furthermore, our revenue
from VIP outpatient service amounted to RMB21.6 million (for the six months
ended 30 June 2019: RMB19.3 million), representing a period-on-period increase
of 11.9%.

However, our revenue from reproductive medicine has dropped to RMB17.8
million (six months ended 30 June 2019: RMB27.7 million) with a period-on-
period decrease of 35.6%. The drop in revenue of reproductive medicine is
mainly caused by the reduction in the demand for the services of our reproductive
medicine centre during the time of the pandemic.

]8 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020
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Management Discussion and Analysis

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

BEERWR DT

TRINE AR EBAIRARE B E T B 5228
Buig M e

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

Change 2020 2019

Special Services 45 Tk AR 7% 2aE) —E-EF —ZT-NEF
VIP healthcare services BEEBERK

Inpatient visits FBT AR -40.5% 709 1,192

Outpatient visits BEFNN -53.1% 15,251 32,488

Revenue (RMB'000) Wz (ARBFIT) -4.5% 52,348 54,820
Reproductive medicine HIHEE

Number of outpatient visits P22 AR -39.8% 16,017 26,602

Revenue (RMB'000) YW (ARETT) -35.6% 17,849 27,720
Plastic and aesthetic surgery B ERIMR

Revenue (RMB'000) W (AR T -25.1% 2,042 2,725
Laser treatment B EE

Revenue (RMB’000) W (AREBFIT) +14.4% 6,066 5,303
Total revenue from special services R IR AR A% B0 AR W

(RMB'000) (AR¥TFIT) -13.5% 78,305 90,568

Rehabilitation and other Healthcare Services

During the Reporting Period, the Group’s rehabilitation and other related
healthcare services segment, through its ownership of 57% equity interest in
Anhui Hualin, has recorded a revenue of RMB31.5 million (six months ended 30
June 2019: RMB35.6 million), representing a period-on-period decrease of 11.6%.
Anhui Hualin directly and indirectly (through its wholly-owned subsidiary) holds
sponsor inferests in certain private non-entferprise entities in Anhui Province,
the PRC. It mainly operates two rehabilitation hospitals, a general hospital, an
outpatient centre, eleven rehabilitation centres and one vocational training
school (collectively referred to as “Anhui Hualin Group”). The Anhui Hualin Group
has generated significant synergies to the Group and expanded our presence
in the rehabilitation healthcare sector in the PRC. Since its acquisition, Anhui
Hualin Group has developed steadily, with its network of medical institutions and
rehabilitation centres constantly expanding.

BR1E R H b B AR

REEHAR - NEB R FRE R E M B FERS
DECEBEVER LZHIERF 7% MR A ER)
BREBRFAREKNSHET(HE-_Z— L
FRA=ZTHILEARER: AR%3S 688
JC)  RIEEE A N.6% ZHIERBBEEE
MEAREELHEEEPRHLRHESE TR
P EBNFERPEE D HETBEE
W EEER - —MiRa B - — @2

o —ERER LR —ERBREETIER (5
B ZHERER]) - THEZREELD AR
EEBREANBHREBE - WHERMNSP
HEEBEITEIWRE - BUWELK - Z2F
HREEELEE HERBRBREESD
WEETEIERX -

EREFEEERNDBRAF FHHE 2020

19



Management Discussion and Analysis
BIEENRR DN

Anhui Hualin Group currently employs more than 800 staff and has a stable
cooperation with the Anhui Disabled Person’s Federation (& # & & & A
% & &) and local governments in the provision of training services for the
disabled. The Anhui Hualin Group is also a major organisation offering children
rehabilitation services in Auhui Province, the PRC. As at 30 June 2020, the three
hospitals operated by Anhui Hualin Group have a total of 220 registered beds.
During the Reporting Period, Anhui Hualin Group has 20,666 (six months ended
30 June 2019: 12,562) outpatient visits, 1,430 (six months ended 30 June 2019:
890) inpatient visits and served 62,083 (six months ended 30 June 2019: 29,212)
rehabilitation patient visits.

At the beginning of 2020, due to the pandemic, substantially all offline business
activities were prohibited according to the requirements of the authorities
including Hefei Municipal Health Commission, Anhui Disabled Persons’
Federation and Hefei Human Resources and Social Security Bureau: hospitals
closed outpatient clinics and stopped admitting new patients; rehabilitation
centres and vocational training schools were not allowed to resume work and
classes, which caused a sharp decrease in Anhui Hualin's business revenue. At
the same time, in order to ensure individual safety, it is necessary to increase the
investment in various pandemic prevention measures, which in turn increased
the operating costs of the hospitals. As a result, the operation of the hospitals
was facing tremendous pressure. In the face of unprecedented difficulties and
pressures, Anhui Hualin has adopted a series of effective measures to “increase
revenue and cut expenditure”, while ensuring the stability of key business
backbone personnel. These efforts have laid the foundation for facilitating the
resumption of work and production in the “post-pandemic period”. After mid-
May, while ensuring pandemic prevention and safety, the three major business
operations have resumed work and service, which has successfully safeguarded
the sustainable development of the Company. Despite a sharp increase in our
business after resumption of our operations, the income loss caused by the
pandemic has not been fully offset.

20 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020
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Management Discussion and Analysis

As regards academic progress, in the first half of 2020, Anhui Hualin hired a
number of experts and consultants, laying the foundation for future development.
However, labour costs increased significantly. In contrast to the closure of most
institutions due to the pandemic, the new rehabilitation institutions in Feixi and
Beicheng took the initiative to admit children that required rehabilitation, which
overfulfilled their designated quota. During the pandemic, each rehabilitation
centre used the intelligent technology system of Kanghua Hospital to continue
with online rehabilitation service. After resumption of work, Anhui Hualin
convinced the Anhui Provincial Disabled Persons’ Federation to issue an official
document to include online rehabilitation service in the financial fund payment,
which directly increased the income of the rehabilitation centres during the
pandemic period and mitigated the pandemic impacts to a certain extent. In the
first half of 2020, Anhui Hualin actively made tenders for new projects, including
the management of Hefei Compulsory Drug Rehabilitation Centre and the
operation of Hefei Daoxiang Village Home for the Disabled. At the same time,
Anhui Hualin actively expanded non-medical projects, including Hefei Kangaiyun
Pharmacy, and Hefei Xiaguang Primary School and Children’s Disability
Rehabilitation and Nursery Project.

Anhui Hualin has put tremendous effort in expanding its business and
operational presence in the Anhui Province, however, ever since the opening of
Hefei Kanghua Rehabilitation Hospital (& AE 5% # £ 18 & F ) in November 2018
(a rehabilitation specialty hospital aiming to become a class Il rehabilitation
hospital in the long term), the stimulation to revenue growth of Anhui Hualin
Group (particularly in the first half of year 2020) was lower than previously
anticipated. At the same time, with the rapid expansion in its business operations,
Anhui Hualin Group has significantly incurred various fixed costs and capital
expenditure. As a result, the management anticipates that the rise in operating
cost and expenditure will suppress its revenue growth potential in the short- to
medium-term, which is expected to have an adverse impact on the short-term
management forecast in its profitability. Therefore, the Group has recognised an
impairment loss on goodwill of RMB27.5 million in respect of the Anhui Hualin
CGU during the current interim period.

In the future, Anhui Hualin Group will continue to recruit and nurture talent
through various channels, constantly enhance its medical software and hardware
configuration, comprehensively improve the level of its medical services, further
increase its business revenue and implement strict control on costs, and continue
to make beneficial contributions to the Group.
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Management Discussion and Analysis
BEENWR DN

Hospital Management Services

In August 2018, the Group completed the acquisition of 60% equity interest of
Kangxin Hospital and it had become a non-wholly-owned subsidiary of the
Company. The Board considers that full infegration and consolidation of Kangxin
Hospital into the Group’s operations will enable the Group to benefit from the
operating prospects of Kangxin Hospital to a greater extent in the long term. Since
the acquisition of Kangxin Hospital, throughout 2019 and the first half of 2020,
up to the date of this report, the Group has no other management arrangement
with third party hospitals and the Company will continue to search for appropriate
opportunities to undertake hospital management operations to the extent
commercially desirable to the Group.

Sale of Pharmaceutical Products

The Group’s sale of pharmaceutical products segment includes a
pharmaceuticals and medical consumables frading company established for
the purpose of streamlining pharmaceuticals and medical consumables sales
directly to the patients at the Group’s hospitals and walk-in customers who
may not be the patients of the Group’s hospitals. In general, the operation of
this pharmaceutical company has lowered our overall cost of revenue through
centralising the purchase function and thereby increasing the overall margin
of the Group. Revenue from sales of pharmaceutical products for the Reporting
Period amounted to RMB6.3 million (six months ended 30 June 2019: RMB8.8
million), representing a period-on-period decrease of 28.7%.

Elderly Healthcare Services

The Group’s other segment represents the provision of elderly healthcare services,
which commenced in 2018, with the strategy to establish a comprehensive elderly
healthcare centre located inside Renkang Hospital, namely, Renkang Elderly Care
Centre (1= B # ¥2 Bt ) initially with 60 registered beds to explore the potential of
providing quality high-end elderly care services to local residents in Houjie Town,
Dongguan City. In view of the accelerating aging population problem in the PRC
that leads to the high development potential of the healthcare and elderly care
industry, the establishment of the Renkang Elderly Care Centre was the Group's
first presence and extension of our big health concept business development.
In April 2020, the first phase of Renkang Elderly Care Centre formally started
the medical insurance settlement work and was awarded by the Provincial
Department of Civil Affairs as a four-star elderly care centre in the same month. In
June 2020, the second phase of the nursing home project passed the inspection
of the Municipal Health Supervision Bureau and the Civil Affairs Bureau. It is
now applying to be a designated medical insurance institution. Upon successful
application, it will be able to provide high-quality services to more elderly people
and drive the expansion and development of related businesses through the
nursing home.
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Management Discussion and Analysis

Revenue from provision of elderly healthcare services for the Reporting Period
amounted to RMBI1.6 million (six months ended 30 June 2019: RMBO0.5 million),
representing a period-on-period increase of 213.4% as a result of the increase in
intake of patients during the current interim period. Since Renkang Elderly Care
Centre is sfill in its early stage of operation, this segment is currently operating
under loss, however, the management expects that as the number of intake
increases, with Renkang Elderly Care Centre gradually gaining reputation in the
local area, the operating performance will be improved in the future.

Industry Outlook and Strategy

In view of the impact of the COVID-19 pandemic in the PRC over the first half of
2020, the authorities at the national level have commensurately realigned the
policy of the entire healthcare industry, which are mainly represented by the
following:

1. The pandemic and 5G technology have catalysed the rise of internet
medical treatments. During the COVID-19 pandemic, given the
environmental constraints, as well as the improving internet application,
the number of the general public seeking online medical consultation has
significantly increased. Furthermore, medical informatisation has greatly
improved the efficiency and workflow of medical services. The emergence
of medical kiosks in our hospitals provides the conditions required for the
transformation and upgrade in medical institutions. The National Health
Commission, the State Food and Drug Administration and the National
Health Security Administration have successively issued the “Notice for
Further Improving Medical Consultation and Treatment Reservation
System and Enhancing the Construction of Smart Hospitals” and other
related documents, providing a route to upgrade and transform medical
institutions. These initiatives also lay down key guidelines for construction
of internet hospitals, in response to which, our hospitals therefore expedite
the construction work of internet hospitals.

2. The government promotes the centralised procurement and use of
pharmaceutical products, and the constant infroduction of relevant policies
aim at lowering purchase prices of pharmaceutical products and regulating
the procurement process. In April 2020, five government departments,
including National Health Security Administration, issued the "Notice on
Launching National Work on Centralised Procurement and Use of the
Second Batch of Pharmaceutical Products”, pursuant to which it is stated
that the standardised and normalised method for centralised procurement
of pharmaceutical products is established to carry out the comprehensive
reform of deepening centralised procurement and use of pharmaceutical
products. Although such policy is only applicable to public hospitals, the
Group makes reference to and assesses the centralised procurement
model and its effectiveness, as such model may play a meaningful role in
further reducing procurement costs and regulating procurement processes.
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Management Discussion and Analysis
BIEENRR DN

The efficient use of medical insurance funds has improved. In order
to further deepen the reform of the medical and healthcare system,
effectively safeguard the basic medical needs of the insured, promote
the rationalisation of medical and health resources, improve the efficient
use of social medical insurance funds, and control the unreasonable
growth of medical expenses, the Dongguan Municipal Health Security
Administration Bureau, the Dongguan Municipal Health Bureau and the
Dongguan Municipal Finance Bureau simultaneously issued the “Notice on
Printing and Distributing the Dongguan Municipal Efficiency Improvement
Programme of the Use of Medical Insurance Funds” in accordance with the
State Council's recommended guidance on further deepening the reform of
basic medical insurance payment. According to the notice, it is emphasised
that medical insurance funds must be utilised under the principle of
“determining expenditure based on income, while maintaining a balance
between income and expenditure with a surplus” (AU TE 37+ Uk 3% F 17 -

& A 45 82). In this regard, the income and expenditure budget for medical
insurance funds shall be prepared scientifically and implemented strictly.
For the purposes of graded medical consultation and treatment based
on the city healthcare scheme driven by the medical insurance funds, the
medical insurance funds will strategically purchase basic medical services,
which will encourage designated hospitals to actively regulate the medical
consultation and treatment practices, as well as to improve the momentum
to pursue medical quality. This notice strives for the transformation of
designated hospitals from scale expansion to internal development, for the
purposes of controlling the unreasonable growth in medical expenses and
alleviating the financial burden of the insured. Furthermore, this notice aims
to improve the efficient use of medical insurance funds and advance the
stable and sustainable development of the social medical security system.
By implementing the abovementioned policies, we can further regulate
medical consultation and treatment practices, and improve the quality of
medical services. In the meantime, we can make use of this opportunity
to develop the clinical trial advantages for various diseases so that our
industrial competitiveness can be enhanced.
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Management Discussion and Analysis

Future Plans for Material Investments and Capital Assets

In July 2020, the Group has succeeded in bidding for the land use rights of a land
parcel to undertake an integrated healthcare project to develop a comprehensive
medical facility with a particular focus on geriatric patients and rehabilitation to
offer first-class geriatric and rehabilitation services in Dongguan City. The Board
expects that such development will further enhance the Group’s capability in
providing high-end integrated medical care to meet the increasing demand
for quality geriatric and rehabilitation services in Guangdong Province (and
in particular Dongguan City). The consideration for the acquisition of the land
parcel amounts to RMB82.6 million. Details of the transaction is disclosed in the
Company’'s announcement dated 23 July 2020. The acquisition was completed
on 25 August 2020.

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

FINANCIAL REVIEW
Segment Revenue

The Group generates revenue primarily from: (i) hospital services — providing
healthcare services through its owned hospitals, namely Kanghua Hospital,
Renkang Hospital and Kangxin Hospital (since August 2018), comprising inpatient
healthcare services, outpatient healthcare services and physical examination
services; (i) rehabilitation and other healthcare services — providing rehabilitation
services to patients with physical or mental disabilities and other healthcare
related services including elderly care and training service for the disabled:; {iii)
sale of pharmaceutical products and medical consumables to patients of the
Group's hospitals and walk-in customers who may not be patients of the Group’s
hospitals; and (iv) others.
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The following tables below set forth the revenue, costs of revenue, gross profit 3= & 51 Fr /s HAR AR £2 iR D 58] D R UES

and gross profit margin of the Group by segment for the periods indicated: WEEKA « EF REF = -
For the six months ended 30 June 2020 (unaudited) BE_ZT-_TFA=THLEA
(REERZ)
Rehabilitation
and other Sale of
Hospital healthcare  pharmaceutical
services services products Others Total
BERH
BRES BERYE HEHR Aty @3

RMB' 000 RMB’ 000 RMB" 000 RMB" 000 RMB" 000
ARBTR  ARBTR  ARETR  ARETR  ARET:n

Revenue Wiz 721,591 31,458 6,302 1,636 760,987

Cost of revenue WEmA 652,347) (27,865) (4,930] (2,67) 687,813)

Gross profit(loss) EH(18) 69,244 3,593 1,372 (1,035) 73,174

Gross profi(loss| margin EF(8) X 9.6% 11.4% 21.8% -63.3% 9.6%

For the six months ended 30 June 2019 (unaudited) HE_ZTZ—NFAAA=ZTHLEAREAR
(RE&HEZ)

Rehabilitation

and other Sale of
Hospital healthcare  pharmaceutical
services services products Others Tofal
FEREM
B R BRRHG HEED Eth @t
RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000

ARBTL  ARETR  ARETR  ARMTR  ARETR

Revenue Wz 869,434 35,569 8,839 522 914,364
Cost of revenue s pR (694,153] 27,385 (6,786) 94) (728,418)
Gross profit El 175,281 8,184 2,053 428 185,946
Gross profit margin ek 20.2% 23.0% 23.2% 82.0% 20.3%

Revenue from the Group’s hospital services amounts to RMB721.6 million (six AEEERBENWNFZEARET2168E

months ended 30 June 2019: RMB869.4 million), representing a period-on-period T (BEZZT—NFNA=FTHIEARBEA :

decrease of 17.0%, accounting for 94.8% (six months ended 30 June 2019: 95.1%) A R¥869.45 &Et) * R IE 4 17.0% * 16

of the total revenue of the Group. AEEBKZII8% (BIZ_F—NFRA
=T HIEREA - 951%) e
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Management Discussion and Analysis

Revenue from hospital services comprised (i) revenue from inpatient healthcare
services amounted to RMB468.0 million (six months ended 30 June 2019:
RMB536.2 million), representing a period-on-period decrease of 12.7%,
accounting for 61.5% (six months ended 30 June 2019: 58.6%) of the total
revenue of the Group; (i) revenue from outpatient healthcare services amounted
to RMB226.5 million (six months ended 30 June 2019: RMB299.6 million),
representing a period-on-period decrease of 24.4%, accounting for 29.8% (six
months ended 30 June 2019: 32.8%) of the total revenue of the Group; and
(iii) revenue from physical examination services amounted to RMB27.2 million
(six months ended 30 June 2019: RMB33.7 million), representing a period-on-
period decrease of 19.3%, accounting for 3.6% (six months ended 30 June 2019:
3.7%) of the total revenue of the Group. The decrease in revenue from hospital
services is mainly due to (i) a decrease in the number of inpatient, outpatient and
physical examination visits during the period due to the COVID-19 pandemic,
and to certain extent, offset by an increase in overall average spending during
the period; and (i) the decline in revenue across all of our major disciplines and
our VIP special services. During the Reporting Period, the revenue from our VIP
special services accounts for approximately 10.3% of the Group’s total revenue (six
months ended 30 June 2019: 9.9%) and 10.8% of the Group’s revenue from our
hospital services segment (six months ended 30 June 2019: 10.4%). The decline
in revenue from our hospital services is primarily caused by the decrease in total
number of patient visits which led to the decrease in healthcare services income
during the current interim period. However, the Board believes that the impact
of the pandemic on our hospital operations is largely temporary. The number of
patients of our hospitals has rebounded since May 2020 and in June 2020, the
business operations and medical service revenue have substantially returned to
the normal level as compared with the corresponding period last year. The Board
is of the view that the fundamental demand of our service remained strong and
stable.

Revenue from rehabilitation and other healthcare services amounted to RMB31.4
million (six months ended 30 June 2019: RMB35.6 million), representing a period-
on-period decrease of 11.6%, accounting for 4.1% (six months ended 30 June
2019: 3.9%) of the total revenue of the Group. The decrease in revenue is mainly
attributable to the operational disturbance, including the temporary closures of
our rehabilitation centres during the period of COVID-19 pandemic.
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Revenue from sale of pharmaceutical products and medical consumables
amounted to RMB6.3 million (six months ended 30 June 2019: RMB8.8 million),
representing a period-on-period decrease of 28.7%, accounting for 0.8%
(six months ended 30 June 2019: 1.0%) of the total revenue of the Group. The
decrease in revenue is mainly attributable to the decrease in the number of
outpatient visits in both Kanghua Hospital and Renkang Hospital during the
current interim period.

Revenue from the others segment represents income from provision of elderly
healthcare services at Renkang Elderly Care Centre, which amounted to RMB1.6
million (six months ended 30 June 2019: RMBO0.5 million), representing a period-
on-period increase of 213.4%, accounting for 0.2% (six months ended 30 June
2019: 0.1%) of the total revenue of the Group. The increase in revenue is mainly
attributable to increase in intake of patients during the current interim period.

Cost of Revenue

Cost of revenue of the Group’s hospital services segment (consisting of inpatient
healthcare services, outpatient healthcare services and physical examination
services) primarily consisted of cost of pharmaceuticals, medical consumables,
staff cost, depreciation, service expenses, utilities expenses, rental expenses
and other costs. Cost of revenue of the Group’s hospital services segment
decreased to RMB652.3 million (six months ended 30 June 2019: RMB694.2
million), representing a period-on-period decrease of 6.0%. The decrease in cost
of revenue of our hospital services segment is mainly attributable to the decline in
hospital service operations during the current interim period due to the outbreak
of COVID-19 pandemic which caused the reduction in certain variable costs
including cost of pharmaceuticals and medical consumables as well as certain
utilities expenses.

Cost of revenue of the Group’s rehabilitation and other healthcare services
segment amounted to RMB27.9 million (six months ended 30 June 2019: RMB27.4
million), representing a period-on-period increase of 1.8%, and primarily consisted
of staff costs, medical consumables, depreciation, utilities and rental expenses.
Despite the decrease in revenue, the cost of revenue of our rehabilitation and
other healthcare services segment maintained at relatively the same level as
compared with prior interim period, as substantial portion of the cost of revenue
are fixed and payable even during the closure of our rehabilitation centres at the
period of the pandemic.

Cost of revenue of the Group’s sale of pharmaceutical products segment
amounted to RMB4.9 million (six months ended 30 June 2019: RMB6.8 million),
representing a period-on-period decrease of 27.9%, mainly represent cost of
purchase of pharmaceutical and medical consumable products, which is in line
with the decrease in revenue.
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Management Discussion and Analysis

Cost of revenue of the Group’s others segment (provision of elderly healthcare
services at Renkang Elderly Care Centre) amounted to RMB2.7 million (six months
ended 30 June 2019: RMBO.1 million), representing a period-on-period increase
of 2,741.5%, which mainly represented the cost of services including direct staff
cost and consumables incurred at the elderly care centre. The significant increase
is due to the official commencement in operation of the centre in late-2019 with
substantial increase in its staff headcounts and full deployment of its services.

For the six months ended 30 June 2020, cost of pharmaceuticals, medical
consumables and staff cost accounted for approximately 28.0% (six months
ended 30 June 2019: 32.0%), 26.1% (six months ended 30 June 2019: 27.3%) and
32.3% (six months ended 30 June 2019: 27.5%), respectively, of the total cost of
revenue of the Group. Our total staff related costs including salary, bonus and
other benefits had increased by 10.8% as compared with the corresponding
period last year.

Gross Profit and Gross Profit Margin

Total gross profit of the Group amounted to RMB73.2 million (six months ended
30 June 2019: RMB185.9 million), representing a period-on-period decrease of
60.6%. The overall gross profit margin decreased to 9.6% (six months ended 30
June 2019: 20.3%), primarily due fo:

(il the decrease in overall patient visits and revenue across all our operating
segments and medical healthcare disciplines from our hospital service
operations due to the outbreak of COVID-19 pandemic during the first half
of 2020, while a large proportion of our cost of revenue, including direct
staff costs, depreciation and amortisation, rental expenses remain relatively
fixed;

(il the unexpected and unprecedented pandemic have basically caused a
sudden pause and slowdown in the Group’s business operations across
all segments, however, the total number of staff headcounts have not been
reduced during the time of the pandemic with a view that effects of the
outbreak is temporary and of short-term;

[iiil  although there is increase in the average spending of patients in the
current interim period, however, such an increase is considered temporary
and is caused by fall in patient visits with lower average spending that
requires non-emergency medical services during the time of the pandemic.
Such effect did not fully compensate the loss in revenue due to operational
disturbance of the pandemic; and

(ivi  Kangxin Hospital is continually running at negative gross margin due to its
early stage of ramping up its operations that incurs a large amount of fixed
medical staff costs, overhead expenditure and other direct fixed costs.

BEERWR DT

RE B E My B ey Wan A AN (1Z BT 2 B iR
HEFBERB) ARK27AET(BEC
E-NAFRA=THIEREAAR: ARKO]
BEIT) - BELIEMN2741.5%  FZ2ERBK
N BREEREIRARKEEESOHHE
Fem o RARIBINTIBEREZF LR TN
FEEARAEL  HBTABKEIEME
2 R IR e

B2 -_ZFA=+8HI1L @A &
AR BEREM KB ITHRADRIMEASE
EEWR R ARL280% (BE T —NEN
A=+B8IE]MEA : 32.0%) * 26.1% (&= —
T-NFRNA=ZFTHIEAEA 273%) &
323% (BHE_ZF—NFANA=+HILENE
R :127.5%) c MM E TR AR (B
EEe  BAREMERN) BREF RGN
10.8% ©

EFREFR

AEBBENAEAREII2ZEE T (HE
—E-NAFRAZFTHLEREARA: AR
18598 B L)  RLE 2L 60.6% © % 88 E F|
RTBEEI(BE_T—HFNA=1H
1EREA £ 203%) TEFRER :

i) ZZF-FF FFCOVID-19& 15 & #&
BRBMERRGECNMEEED
HMREBEREMZHBRBEERLZA
R R MWz L - R E KIS UMK
HERA(BEEEEIAA - ITE L
i M) RBEBHEE

il RFEBAMARENRIBEAR LBEAR
SEA DB X B S RIT R -
Al ERNRBEOFEBER EH
AR IGHIM Y AR B THE2

il BEATHPEEENFHOIHBER
B EZEMERSRERERTS
HRERBHERT2HESBRERS
M2 AR D R 3 SBR[ o
ZEEU T2 RIERRBHER
BT EMmER R K E1R ¢ R

vy BOBRARENESER  EEX
ENEEEBABKA EEEFRX
REMERBEEKA HHEEE &
RN B EMEMNE -

EREFEEERNDBRAF FHHE 2020

29



Management Discussion and Analysis

SRR E S Sl

Key Operational Information of our Owned Hospitals

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

BPEENERNEZZEER
TRIERARHEAEBEENEHE
PV E TEBZZEER

For the six months ended 30 June

BEAA=TRHLEAER

Change 2020 2019
# —E-ZF —E-NE
Inpatient healthcare services EhE BRI
Inpatient visits: EBL AR :
Kanghua Hospital FRERE -26.1% 20,862 28,224
Renkang Hospital CRER -34.8% 4,500 6,903
Kangxin Hospital BBk -25.6% 668 898
Total inpatient visits E3F PN -27.7% 26,030 36,025
Average spending per visit (RMB) FARFARZ (ARBT)
Kanghua Hospital FERER +21.0% 19,292.8 15,9453
Renkang Hospital CRER +18.5% 10,959.8 9,251.9
Kangxin Hospital BLBR -2.5% 24,1781 24,808.5
Outpatient healthcare services P BERE
Outpatient visits: SEZNE
Kanghua Hospital FESR -34.9% 431,161 662,145
Renkang Hospital CRER -33.3% 128,248 192,140
Kangxin Hospital BBk -5.6% 7,159 7,587
Total outpatient visits PIZ AN -34.3% 566,568 861,872
Average spending per visit (RMB) FARFHARZ (ARBT)
Kanghua Hospital FERR +16.0% 432.9 373.1
Renkang Hospital CERER +11.4% 286.1 256.8
Kangxin Hospital BBk +4.7% 440.3 420.3
Physical examination services B
Physical examination visits: BRAK:
Kanghua Hospital REBER -55.9% 21,582 48,928
Renkang Hospital CRER +13.3% 30,723 27,109
Total physical examination visits BREAR -31.2% 52,305 76,037
Average spending per visit (RMB) BARFARZ (ARBT)
Kanghua Hospital FERER +78.9% 1,108.8 619.8
Renkang Hospital TR 14.6% 105.2 123.2
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Management Discussion and Analysis

Other Income

The other income of the Group primarily consisted of bank and other interest
income, investment income from financial assets at FVTPL, government subsidies,
rental income and others. In the first half of 2020, other income amounted to
RMB15.8 million (six months ended 30 June 2019: RMB13.8 million), representing
a period-on-period increase of approximately 14.6%. The decrease in investment
income from financial assets at FVTPL to RMB3.1 million (six months ended 30
June 2019: RMB7.2 million) primarily due to certain principal-protected structured
deposit have not yet matured at the end of the Reporting Period was offset by; (i)
an increase in government subsidies to RMB2.1 million (six months ended 30 June
2019: RMBO.1 million) primarily due fo receipt of subsidies in respect of the fight
against COVID-19 pandemic during the first half of the year; and (i) an increase
in bank and other interest income to RMB2.6 million (six months ended 30 June
2019: RMBO.6 million) mainly due to more idle bank balances being placed as
fixed bank deposits during the current interim period to generate steady and
stable income.

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

Other Expenses, Gains and Losses

The other expenses, gains and losses of the Group primarily consisted of net
exchange gain, loss on disposal of property, plant and equipment, allowance for
credit loss with respect to accounts receivables, donations and fair value gain/
loss on financial assets at FVTPL. In the first half of 2020, other expenses, gains
and losses amounted to a net loss of RMB2.9 million (six months ended 30 June
2019: net gain of RMB4.9 million), primarily due to (i) a recorded net exchange
gain of RMB1.3 million (six months ended 30 June 2019: net exchange gain of
RMB1.0 million) mainly arising from our Hong Kong dollar denominated financial
assets; (i) no allowance for credit loss with respect to accounts receivables was
recognised during the current interim period (six months ended 30 June 2019:
RMBO0.2 million); (iii) donations made during the current interim period of RMB1.4
million (six months ended 30 June 2019: RMB1.7 million); and (iv) a fair value loss
on financial assets at FVTPL of RMB2.6 million is recognised (six months ended 30
June 2019: fair value gain of RMB5.8 million).

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 2020, administrative expenses amounted
to RMB123.2 million (six months ended 30 June 2019: RMB113.0 million),
representing a period-on-period increase of approximately 9.1%, primarily due
to (i) an increase in administrative staff related costs including salary, bonus and
other benefits to RMB54.9 million (six months ended 30 June 2019: RMB45.6
million) due to an increase in administrative staff headcounts and salary level
increase; and (i) an increase in depreciation and amortisation to RMB18.4 million
(six months ended 30 June 2019: RMB16.6 million) due to expansion of our
administrating operations.
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Management Discussion and Analysis

Impairment of Goodwill

During the year ended 31 December 2018, the Group recognised (i) goodwill
of RMB56.6 million arising from the acquisition of Anhui Hualin Group, which
has been allocated to the CGU of rehabilitation and other healthcare services
business (the Anhui Hualin CGU); and (i) goodwill of RMB125.4 million arising
from the acquisition of Kangxin Hospital, which has been allocated to the CGU of
hospital services business (the Kangxin Hospital CGU). As at 30 June 2020, the
Board conducted a review of the carrying values of the aforementioned CGUs.

The recoverable amounts of the Anhui Hualin CGU and Kangxin Hospital CGU
have been determined based on a value in use calculation by references
to valuation reports prepared by an independent professional valuer. The
calculations use the respective cash flow projections of Anhui Hualin Group and
Kangxin Hospital based on their financial budgets approved by the management
of the Group. The key assumptions are growth rates and pre-tax discount rates,
which are estimated based on past practices and expectations of future changes
in the market. After taken into consideration of the historical performances and
most recent actual performances of the Anhui Hualin CGU and Kangxin Hospital
CGU, the Board considers that the estimated medium-term future growth in
revenue and results of Anhui Hualin Group and Kangxin Hospital will be lower
than previously anticipated. Accordingly, the respective aggregate recoverable
amount of Anhui Hualin CGU and Kangxin Hospital CGU are below their
aggregate carrying amount. During the six months ended 30 June 2020, the
Group recognised impairment losses of RMB27.5 million (for the year ended 31
December 2019: nil) and RMB48.5 million (impairment loss of RMB60.0 million is
recognised for the year ended 31 December 2019) related to goodwill allocated
to the Anhui Hualin CGU and Kangxin Hospital CGU, respectively. As at 30
June 2020, the carrying amount of goodwiill relating fo the Anhui Hualin CGU is
approximately RMB29.1 million (as at 31 December 2019: RMB56.6 million) and
the Kangxin Hospital CGU is approximately RMB16.9 million (as at 31 December
2019: RMB65.4 million).
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Management Discussion and Analysis
BIEENRR DN

Anhui Hualin Group was acquired by the Group in March 2018, and since then it
is under rapid operational and business expansion. The Board is of the view that
the primary factors resulting in the change in future cash flow projections and the
impairment of goodwill relating to the Anhui Hualin CGU are as follows:

(i the actual revenue performance of Anhui Hualin Group during the year
2019 and in particular, the first half of 2020 was lower than previously
anticipated. Anhui Hualin Group has undergone rapid business diversion
and expansion over the past year, however, the number of patient visits
and revenue growth have not reached our initial management forecast.
Despite the fact that the effects of the recent COVID-19 pandemic was only
temporary, the management have reduced the expected growth rates in
revenue of its hospitals and rehabilitation centres operations;

(il ever since the opening of Hefei Kanghua Rehabilitation Hospital in
November 2018, the stimulation of revenue growth for Anhui Hualin
Group, particularly in the first half of year 2020 was lower than previously
forecasted. At the same time, such rapid expansion has incurred significant
burden on various fixed costs and capital expenditure; and

[iiil  the local competition has been intense in the Anhui region, in particular, the
competition for healthcare workers, which may have further pressure on
staff costs in the short-term.

Kangxin Hospital commenced operations in March 2017, and 2020 was its fourth
year of operation. The Board is of the view that the primary factors resulting in the
change in future cash flow projections and the impairment of goodwill relating to
the Kangxin Hospital CGU are as follows:

(il  despite the recent COVID-19 pandemic was only temporary, the actual
revenue performance of Kangxin Hospital during the year 2019, and
in particular during the first half of 2020, was lower than previously
anticipated. The number of inpatient and outpatient visits as well as the
number of surgeries operated in 2020 had not reached our initial forecast
numbers;

(il competition for quality healthcare professionals in the Chongging region is
very keen and as Kangxin Hospital is still at an early stage of operation and
developing its brand and reputation, it remains a challenge for Kangxin
Hospital to recruit well-known and reputable doctors that are conducive to
aftracting patient visits. During the first half of 2020, Kangxin Hospital has
lost certain key medical experts and talents, which to a certain extent have
caused further decline in patient visits at Kangxin Hospital. It is expected
that there will be an adverse impact on our short-term management
forecast in revenue growth. As a result, we have reduced the expected
growth in number of patient visits in Kangxin Hospital in the short-term; and
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Management Discussion and Analysis

il Kangxin Hospital has incurred fixed costs at a rate that is faster than its
revenue growth as originally anticipated. In particular, certain fixed costs,
including wages, repairs and maintenance and other fixed administrative
expenses have increased at a higher rate than expected due to market
conditions and the competitive landscape in Chongging.

In view of the slow-down in revenue growth and the higher rate of costs increase
for both Anhui Hualin Group and Kangxin Hospital, the management considers
probable that there will be a decrease in the future cash flow projections in the
short- to medium-term.

Impairment of goodwill in relation to the acquisitions of Anhui Hualin Group
and Kangxin Hospital is assessed by comparing the recoverable amount of
the relevant CGUs to which goodwill has been allocated, which is the higher of
the value in use or fair value less costs of disposal, fo its carrying values at the
end of the Reporting Period. The value in use of the CGUs is determined by the
Board based on the present value of estimated future cash flows to be generated
from the CGUs and with reference to the valuation reports prepared by an
independent professional valuer, which was approved by the Board. Where
the actual future cash flows are less than expected, or changes in facts and
circumstances resulting in downward revision of future cash flows, an impairment
loss may arise. The management of the Group adopts significant judgement
and assumptions in the value in use calculation for estimation of the recoverable
amount of the CGUs. Such key assumptions include growth rates and pre-tax
discount rates. The management and the Board will closely monitor the situation,
and make adjustments as appropriate should future market activities and
conditions indicate that such adjustments are required.

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

Finance costs for the current interim period amounted to RMB11.3 million (six
months ended 30 June 2019: RMB6.9 million). Finance costs for the current interim
period represents (i) interest on bank loans of RMB7.2 million (six months ended
30 June 2019: nil); (i) the interest element relating to lease liabilities charged
to profit or loss during the current interim period of RMB6.4 million (six months
ended 30 June 2019: RMB6.9 million); and {iii) less amount of interest capitalised
in the cost of qualifying assets of RMB2.5 million (six months ended 30 June 2019:
nil).

Income Tax Expenses

The income tax expenses of the Group primarily consisted of PRC enterprise
income tax and Hong Kong Profits Tax. In the first half of 2020 income tax
expenses amounted to RMB1.8 million (six months ended 30 June 2019: RMB29.1
million), representing a period-on-period decrease of approximately 93.9%. The
subsidiaries of the Group are generally subject to income tax rate of 25% on
their respective taxable income. Our effective tax rate for the Reporting Period is
-1.5% (six months ended 30 June 2019: 33.7%), and the decrease is primarily due
to the tax effect of tax losses for losses incurred in Kangxin Hospital not being
recognised, the substantial decrease in profit generated at Kanghua Hospital and
Renkang Hospital in the current interim period, and tax effect of impairment loss
recognised in respect of goodwill.

Loss for the Period

In the first half of 2020, the Group has recorded loss for the Reporting Period
amounting to RMB126.2 million (six months ended 30 June 2019: profit of
RMB55.5 million), and loss attributable to the shareholders amounted to
RMB106.3 million (six months ended 30 June 2019: profit atfributable to the
shareholders of RMB67.6 million). The loss is primarily due to the continuing
losses incurred by Kangxin Hospital, the substantial decrease in profit generated
at Kanghua Hospital and Renkang Hospital, and impairment loss recognised in
respect of goodwill of RMB76.0 million for the current interim period.
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Management Discussion and Analysis

FINANCIAL POSITION

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

During the Reporting Period, the Group acquired property, plant and equipment
and incurred expenditure on construction in progress of RMB26.1 million and
RMB35.1 million (six months ended 30 June 2019: RMB36.7 million and RMB32.4
million), respectively, for the purpose of upgrading and expanding the service
capacity of the Group’s hospital operations and construction cost incurred at
Phase Il medical facility at our Kangxin Hospital.

As at 30 June 2020, the Group has right-of-use assets of RMB307.7 million (31
December 2019: RMB323.1 million) which includes leasehold lands of RMB148.8
million (31 December 2019: RMB150.4 million) and leasehold land and buildings
relating to leases of RMB158.9 million (31 December 2019: RMB172.7 million)
recognised in accordance with IFRS 16. During the Reporting Period, the Group
entered info new lease agreements for the use of properties in the PRC for 3 to
5 years (six months ended 30 June 2019: 2 to 3 years). The Group is required to
make fixed monthly payments. On lease commencement, the Group recognised
right-of-use assets and lease liabilities of RMB1.0 million (six months ended 30
June 2019: RMB1.0 million) each relating to those new leases.

In addition, as at 30 June 2020, the Group has deposits paid for acquisition of
property, plant and equipment amounting o RMB107.1 million (31 December 2019:
109.6 million). The deposits mainly represent deposits paid for construction cost of
Phase Il medical facilities at our Kangxin Hospital and amount paid for acquisition
of new medical equipment and other new facilities as the Group continues to
upgrade its medical facilities and its operating capacity.
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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 2020, accounts receivables amounted to RMB226.2 million (31
December 2019: RMB264.2 million], of which 89.2% (31 December 2019: 74.0%)
were aged within 90 days. Average accounts receivables turnover days for the
Reporting Period is 58.3 days (six months ended 30 June 2019: 39.9 days). The
decrease in accounts receivables and increase in accounts receivable turnover
days is primarily due to (i) decline in revenue of our hospitals operations; and
(ii) the temporary delay in accounts seftlement from Dongguan social insurance
funds and certain corporate customers. The management is of the view that the
substantial increase in average accounts receivables turnover days is temporary
and primarily due to the effects of the COVID-19 pandemic. As at 30 June 2020,
the Group has carried out credit assessment on its accounts receivables and
considered that there is no material credit loss.

The other receivables of the Group primarily consisted of prepayments to
suppliers, interest receivables and others. As at 30 June 2020, other receivables
increased to RMB46.1 million (31 December 2019: RMB36.4 million) primarily due
to (i) a decrease of prepayments to suppliers to RMB8.2 million (31 December
2019: RMB9.9 million); and (i) an increase in other receivables mainly due to
expansion of the Group’s operations in general.

Accounts and Other Payables

The accounts and other payables of the Group primarily consisted of accounts
payables, accrued expenses, receipt in advance, payables for acquisition of
property, plant and equipment, provision for medical dispute claims and others.
As at 30 June 2020, accounts and other payables decreased to RMB459.7
million (31 December 2019: RMB488.5 million) primarily due to (i) decrease in
accounts payables to RMB249.2 million (31 December 2019: RMB262.0 million)
due to decline in the Group's operations; (i) decrease of accrued expenses to
RMB82.1 million (31 December 2019: RMB83.1 million) mainly due to decrease
in accrued staff salary and other operational and other administrative charges;
and (iii) decrease in payables for acquisition of property, plant and equipment to
RMB48.5 million (31 December 2019: RMB57.4 million) due to settlement of certain
payables for medical equipment purchases and improvement works made to our
owned-hospitals during the period.
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Net Current Assets and Net Assets

As at 30 June 2020, the Group has net current assets of RMB253.7 million (31
December 2019: RMB378.2 million) and net assets position of RMB1,331.3 million
(31 December 2019: RMB1,457.6 million).

LIQUIDITY AND CAPITAL RESOURCES
Financial Resources

The Group continued to maintain a strong financial position with cash and cash
equivalents of RMB93.2 million as at 30 June 2020 (31 December 2019: RMB223.9
million) and fixed bank deposits (included in non-current assets) of RMB105.7
million as at 30 June 2020 (31 December 2019: RMB37.0 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 following the end of the Reporting Period.

As at 30 June 2020, the Group had investments (classified as financial assets
at FVTPL) in aggregate of RMB474.0 million (31 December 2019: RMB477.2
million) primarily consisting of, (i) portfolio investment fund of RMB74.0 million (31
December 2019: RMB77.2 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 (i) structured bank deposits of RMB400.0 million (31 December 2019:
RMB400.0 million), representing principal-protected products issued by a PRC
commercial bank.
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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 scrutinizing any decision of
the Group to purchase investment products. The investment products should
generally satisfy the following criteriq, (i) its term should generally not exceed one
year; (i) it should not interfere with the Group’s business operations or capital
expenditures; i) it should be issued by a reputable bank 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:

ERASEBENERBERASNAS -8
ReERRR AREETZEXHLEX
BEASTHWART  AEREERBEREE
i MERE S F B - NEBESIE
HERERRR SEREGEREEMNEA
il - ARERREEENT S EE
ZASEAEBEREERN YRR -
REEmMm—RANTE L TRIEZRE : (| HIL
SHEH-RTEB—F  IES TP EARE
BOEREBEFELEANL ()L EH
BASEARPAEBRER(—RBEBSF) R
BEERFEEMRITET  RiVEERR
BEHaBREEARAR -

REeRENN

TR AEERFREGRARER
ERERMENHER

For the six months ended 30 June

BEAA=THILEAEAR

2020 2019
g e 222 —E-NF
Change RMB’000 RMB'000
2aE) AREEF T AREF T
Net cash generated from operating RETBBRSERE
activities -60.0% 26,303 65,696
Net cash used in investing activities REZHFAREEE +24.5% (129,173) (103,762)
Net cash (used in) generated from REES (FTR) B8RS
financing activities HER N/ATT 3 A (27,840) 43,281
Net (decrease) increase in cash and cash  BRERBESEEY CBd)
equivalents IniEEE (130,710) 5,215

Net cash generated from operating activities

During the Reporting Period, the net cash generated from operating activities
amounted to RMB26.3 million (six months ended 30 June 2019: RMB65.7 million),
representing a period-on-period decrease of 60.0%, which is primarily due to
the deterioration of performance in Adjusted EBITDA for the Reporting Period and
changes in working capital including decrease in accounts and other payables.
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Net cash used in investing activities

During the Reporting Period, the net cash used in investing activities amounted
to RMB129.2 million (six months ended 30 June 2019: RMB103.8 million),
representing a period-on-period increase of 24.5%, which is primarily due to (i)
additional placement of RMB70.0 million in fixed bank deposits in the current
period; (i) a decrease in investment income received from financial assets at
FVTPL and interest received as compared with the corresponding period last year;
and (i) a decrease in cash used for purchase of property, plant and equipment
and deposits paid for acquisition of property, plant and equipment as compared
with the corresponding period last year.

Net cash (used in) generated from financing activities

During the Reporting Period, the net cash used in financing activities amounted
to RMB27.8 million (six months ended 30 June 2019: net cash generated from
financing activities of RMB43.3 million) and primarily consists of (i) net advances
from non-controlling shareholders of subsidiaries of RMB2.0 million (six months
ended 30 June 2019: RMB60.8 million); (il repayment of bank loans of RMB4.1
million (six months ended 30 June 2019: nil); (i) paid interest amounting fo
RMB12.4 million (six months ended 30 June 2019: RMB6.8 million); and (iv)
repayment of lease liabilities of RMB13.4 million (six months ended 30 June 2019:
RMB10.7 million).

Significant Investment, Acquisition and Disposal

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

Cash Management Activities

As part of the Group’s cash management, the Group has from time to time
purchased investment products issued by a reputable PRC commercial bank
with terms ranging from 92 days to 93 days and portfolio investment funds to
achieve higher interest income without interfering with business operations or
capital expenditures. The investment products are not rated by any credit rating
agency but is classified as low-risk by the issuing bank and may involve liquid
listed securities. The Group carefully balances the risks and returns associated
with the investment products when making the investment decisions. The senior
management of the Group is closely involved in scrutinizing any decision of the
Group to purchase investment products.
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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 2020 was RMB43.1 million
(six months ended 30 June 2019: RMB57.2 million). The Group has financed its
capital expenditure through cash flows generated from operating activities and
bank loans.

USE OF PROCEED FROM THE INITIAL PUBLIC OFFERING

The Company’s H shares were listed on the Hong Kong Stock Exchange on 8
November 2016. The Company’s net proceeds from the initial public offering
of its H shares 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 2020, of the net proceeds from the initial public offering, (il RMB72.4
million, representing approximately 9.3% of the net proceeds, has been utilised
as general working capital; (i) RMB134.2 million, representing approximately
17.2% of the net proceeds, has been utilised on expansion of the Group’s current
operations and upgrading of hospital’s facilities; and (iii) RMB157.8 million,
representing approximately 20.2% of the net proceeds, has been utilised for
acquisition and potential acquisition of businesses. As at 30 June 2020, out of the
balance of the unutilised net proceeds of RMB418.2 million, part of such proceeds
has been used to purchase certain financial products (classified as financial
assets at FVTPL) fo achieve higher interest income and capital return without
interfering with business operations or capital expenditures to earn better return
on our excess cash balance, and the remaining balance has been kept at the
bank accounts of the Group (included in bank balances and cash). As at the date
of this report, the Company does not anticipate any material change to its plan on
the use of proceeds as stated in the Prospectus.
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TREIERAFABREMBRBFENHE
ERE  ZEMBRENSRBERAREEE
fAET BB HIR -

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

Net proceeds
from the initial public
offering intended

for the purpose Expected timeline
as disclosed Utilisation up to for the utilisation
in the Prospectus 30 June 2020 Unutilised amount  of the unutilised
Purpose (RMB million) (RMB million) (RMB million)  amount Mo
RRERARE - HE-Z-%F
BRDRBERS RAZTHW
REFENRERZ AR APALE KAXDA
Rz (A\EBEETRT) (AEHEET) (ARBBEER) SENFRHRHRH
Expansion of the Group’s current operations and 70.4 8.0 624  Bytheend of
upgrading of hospital facilifies 31 December 2021
BATEERBEBRARBR R RZZE-_—%+=f
=t+—BA
Expansion of operating capacity and capability 2817 126.2 1555  Bytheend of
in multi-disciplinary specialised freafment and 31 December 2021
diagnosis and upgrade of medical faciliies
BREEBNRZEMDRENAR WZZZ-F+=A
THRBERE =t+—HA
Expansion of hospital management operations 78.3 - 783 Bytheend of
31 December 2021
BABRERZE RZB-—F+_A
=t+—B5
Expansion of healthcare operations in the PRC 273.9 157.8 161  Bytheend of
through selective mergers and acquisifions 31 December 2021
BRERLGBEARTENBERERYE RZZEZ—F+=R
=t+—HH
Working capital and other general corporate 78.3 724 59 Bytheend of
purposes 31 December 2020
BEESNEM—RAFAE W-B-BE+-F
=t+—B5
Total 782.6 364.4 4182
@t

Note: Such timeline is an estimation of the management only and is subject to change on W&t : B EHIRIZ AB BB Mt LB F AL
account of the Group’s operating conditions and market conditions from time to time. B @R R R TTR T AER - 1
In particular, it should not be taken as an indication that any potential fransaction is HE HTEHERARMELER S ELE
under negotiation and/or will materialise. R/ REABERSHEEEENTR -
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INDEBTEDNESS

Bank Loans

In 2019, the Group obtained new bank loan facilities in the aggregate amount
of RMB620.0 million for the purpose of funding the development of the Phase
Il medical facility and financing the operations of Kangxin Hospital, in which
RMB235.4 million has been drawn down during the year ended 31 December
2019. As at 30 June 2020, the Group had secured bank loans of carrying
amount of RMB213.4 million (31 December 2019: RMB216.3 million). The principal
agreements underlying such bank loan facilities include the following:

(i)

(i)

a RMB420.0 million fixed asset facility agreement with Industrial and
Commercial Bank of China Limited, Chongging Jiangbei Branch, pursuant
to which RMB169.4 million has been drawn down in 2019. The bank loan
carried an interest rate at the benchmark lending rate offered by the
People’s Bank of China (adjusted annually from the drawn down date) and
is secured by shares pledged over the entire equity in Kangxin Hospital held
by the Company and its non-controlling shareholder. As at 30 June 2020,
the effective interest rate of the secured bank loan is 5.9% (31 December
2019: 5.9%) per annum. As at 30 June 2020, the carrying amount of the
borrowing in respect of such arrangement amounted to RMB156.4 million (31
December 2019: RMB155.6 million); and

a RMB200.0 million financial leasing agreement with Industrial and
Commercial Bank of China Leasing Co., Ltd., pursuant to which RMB66.0
million has been drawn down in 2019. The loan carried an interest rate at
the benchmark lending rate offered by the People’s Bank of China plus 5%,
which was fixed at the drawn down date. This agreement involves a sale
and lease back arrangement over certain medical equipment assets of
Kangxin Hospital, pursuant to which such assets have been transferred to
the lender and leased back to Kangxin Hospital, with an option exercisable
by Kangxin Hospital to purchase the assets at a nominal consideration
upon the maturity of the lease. Despite that such arrangement assumes the
legal form of a lease, the Group retains effective control over such assets;
thus, the Group accounted for such arrangement as a secured loan at
amortised cost at an effective interest rate of 6.74% (31 December 2019:
6.74%) per annum and repayable in quarterly variable instalments until
September 2027. In addition, such assets have been pledged to the lender
as security throughout the loan period. As at 30 June 2020, the carrying
amount of the borrowing in respect of such arrangement amounted to
RMB56.9 million (31 December 2019: RMB60.7 million). As at 30 June 2020,
the property, plant and equipment with net book value of RMB52.2 million (31
December 2019: RMB58.8 million) had been pledged to secure the banking
facility granted.

44 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020

RITEK

RZFE—NF  ANEEESHEITERRE
AEHARKE600EETL LA HEESD
MRERREHESRABRLOERELHEE -
Bz - NAF+_A=+—HLHF
EANEIRERARKNB4EET RN_ZE =
ZFENAZTH AEEEREEAARE
MWAFETL(ZE—NF+-_A=+—8":
ARBE2N6IEFEBL) MEEFRITER B
BIRTERRENETEAREBEUTEE

(i) HhETHBETRODERARNEE
T DT ARBEA42008 8 T
METEEEBRER Bt R=F
—NFEIRDMARKI94EE T - R
TERANERZRRARRBITRENE
REEREHE  BIENBHEEF
EITHAE UMBITETUAARRG &
BB RIFENRELER 23
RN VEET - RZBE-FF XA
=+8 BEMRTERNEEER
RE59% (ZE—NF+_A=+—
H:59%) RZ-ZE_ZTF A=+
H BEZEZHENEREREZA
R¥15645ET(ZE—hLhF+=-A
—t+—HB: ARE56B8T) &

i) HETRESBEEERAAGTIHAR
2000 BEEBITHRMERESR B -
RIE—NFEIRIARKGOES
T ZEFNARERBDASET
BRBEARIBITAIHREEE AR
5% ZARFBRBEEELERE TS
BERBEENESRBERZH  Bit
HEEECEETEALEMATFELL
BB o B0 BE BT AR 12 i M & B EP
BFRNEEREBEEZEE -BEXE
ZHUABEENAEZENET AL
ENREZESEENEREHE : B
M AEBHZELZHEGSE—BEER
HED  RBHEKATE BERFF
RE6TA% (—CE—NF+_A=+—
H:674%) BE - -_+F AT
BEEESBEE - I HEEES
REFEEIEE T ESEA—TEER -
N_E_ZTEXA=1H HHE%%L
HHEREEEAARKSIBETT
TE-NAF+-A=1+—H:  ARE
607EHEL) RZE-_TF A=+
H - EREFEAARENR2BEETL(Z
E-NE+_A=1t—H: AR
588EETT) MWE  EMRED K
FRERTIR HERTTREE MO TER -



Management Discussion and Analysis

In connection with the bank loan facilities above, certain of our controlling
shareholders, a non-controlling shareholder of a subsidiary and a related
company controlled by certain of our controlling shareholders provided
guarantees and undertakings in favour of the relevant lender. The financial
assistance provided by certain of our controlling shareholders is exempted from
the connected fransaction requirements under Chapter 14A of the Listing Rules by
virtue of Rule 14A.90 of the Listing Rules.

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
2020, the total stated claim amount of the Group’s on-going medical disputes
was approximately RMB3.8 million (31 December 2019: RMB5.8 million) and there
were certain medical disputes without claim amount stated. Based on the Group’s
assessment, during the Reporting Period, approximately RMB1.3 million (six
months ended 30 June 2019: RMBO0.2 million) had been provided and included in
accounts and other payables of the Group.

As at 30 June 2020, 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 2020, certain property, plant and equipment of the Group with net
book value of RMB52.2 million (31 December 2019: RMB58.8 million) had been
pledged to secure banking facilities granted to the Group.

Capital Commitments

The capital commitments of the Group were primarily attributable to construction
costs relating to the expansion and renovation of the Group’s medical facilities.
As at 30 June 2020, the capital commitments in respect of property, plant and
equipment contracted for but not provided in the condensed consolidated
financial statements were RMB343.6 million (31 December 2019: RMB332.0
million).
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Financial Instruments

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

Exposure to Fluctuation in Exchange rates

The proceeds raised by the Company in its initial public offering of its H Shares
is denominated in Hong Kong dollars. The Group deposits 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
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 2020, the Group’s gearing ratio (total interest-bearing bank loans
divided by total equity and multiplied by 100%) was 16.0% (31 December 2019:
14.8%).
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Management Discussion and Analysis

EMPLOYEES, REMUNERATION POLICIES AND TRAINING SCHEMES

The Group’s comprehensive staff remuneration policy comprise basic salary
determined with reference to the individual’s position, seniority and length of
service, performance bonus determined with reference to the metrics specific to
the individual's job function and other benefits. The Group regularly benchmarks
against available market data and adjusts its remuneration structure with a view
to remaining competitive. As at 30 June 2020, the Group had a total of 3,608 (31
December 2019: 3,838) full-time staff.

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

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six
months ended 30 June 2020 (six months ended 30 June 2019: 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

In July 2020, the Group has succeeded in bidding for the land use rights of a land
parcel to undertake an integrated healthcare project to develop a comprehensive
medical facility with a particular focus on geriatric patients and rehabilitation
to offer first-class geriatric and rehabilitation services in Dongguan City. The
consideration for the acquisition of the land parcel amounts to RMB82.6 million.
Details of the transaction is disclosed in the Company’s announcement dated 23
July 2020. The acquisition was completed on 25 August 2020.

Save as disclosed in this 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 for
the six months ended 30 June 2020 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 2020 in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants.
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Corporate Governance Highlights

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance practices. The Board is of the opinion that the Company has
complied with the applicable code provisions under the CG Code during the six
months ended 30 June 2020.

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

CHANGES IN INFORMATION OF DIRECTORS, SUPERVISORS AND
CHIEF EXECUTIVES

Save as disclosed in this report, there has been no change in information
required fo be disclosed pursuant to Rule 13.51B(1) of the Hong Kong Listing Rules
since the date of the 2019 annual report of the Company.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE HONG
KONG LISTING RULES

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

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code as a code of conduct of the Company
for Directors’ and Supervisors’ securities transactions. Having made specific
enquiry of all Directors and Supervisors, the Directors and the Supervisors have
complied with the required standard set out in the Model Code during the six
months ended 30 June 2020. Employees who are, or likely to be, in possession
of unpublished inside information in relation to the Company or the Shares are
prohibited from dealing in the Shares during the black-out period.

APPRECIATION

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

For and on behalf of the Board

Wang Junyang
Chairman

Dongguan, the PRC
31 August 2020
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Other Information
HAith &k}

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

As at 30 June 2020, the interests and short positions of the Directors, the
Supervisors and the chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as nofified to the Company and the
Hong Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which he/she were taken or deemed to
have under such provisions of the SFO), or as recorded in the register maintained
by the Company under section 352 of the SFO, or as notified to the Company and
the Hong Kong Stock Exchange pursuant to the Model Code were as follows:
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(a)  The Company () IZN/N
Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital®
same class® N
Number of MR E R BRTRA
Name of Director Class of Shares  Nature of inferest Shares R4 A4 BERD
EEps PR 17 48 5l BaiME ROHA BRAEDLY Bt
Mr. Wang Junyang Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
TEBEE NER interest in the Company": inferest in (Long position]
controlled corporation? (FR)
BABRARRARENHE
ERESHN A1 RRXEH
EER RS
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
BREER R L NE R interest in the Company'"; interest in a (Long position)
controlled corporation®: family interest of (&)
spouse”
BBERARAREENHAERS
Bam—A": RREHEEN
Em": RENREER"Y
Ms. Wang Aigin Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
FTEHLL NER interest in the Company™: inferest in Long position)
controlled corporation®: family interest of (1 8)
spouse!
BRRARRRENHRREER
Ear—R": REEEER
BRY: RBNREERY
Mr. Wong Wai Hung Domestic Shares  Inferest in a controlled corporation® 25,000,000 10% 7.48%
TRIELE WE K PR E R [Long Position)
(#%8)



Notes:

M

(2)

(3)

(4)

(5)

(6)

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

Kanghua Group (held as to 97.46% by Mr. Wang Junyang) held 197,500,000
Domestic Shares and Xingye Group (held as to 50% by Mr. Wang Junyang)
held 25,000,000 Domestic Shares. As Mr. Wang Junyang controls more than
one third of the voting power at the general meeting of each of Kanghua
Group and Xingye Group, Mr. Wang Junyang is deemed to be interested in
the same number of Shares in which each of Kanghua Group and Xingye
Group is interested by virtue of the SFO.

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

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

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

The shareholding percentages are calculated on the basis of 250,000,000
Domestic Shares and 84,394,000 H Shares issued by the Company as at 30
June 2020.
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(2)

(3)

(4)

(5)

(6)
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Other Information
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(b)  Associated corporations of the Company b) AR RIEBOEE

52

Approximate
percentage inferest
in the associated

corporation
Name of Director Associated corporation Nature of interest i AR B
EENE TR % E EaME ERBMYBEDLL
Mr. Wang Junyang Kanghua Group Beneficial owner 97.46%
ITEHEE FEEE BalA A
Mr. Wang Junyang Xingye Group Beneficial owner 50%
TEHEE £ EREAA
Mr. Wong Wai Hung Xingye Group Interest in a controlled corporation® 37.50%
TRELRE FZEEE REEHEE R
Mr. Chen Wangzhi Xingda Property Beneficial owner; family interest of spouse 100%
BREER e 4 WY R EaEaA  EEOREER
Ms. Wang Aigin Xingda Property Beneficial owner; family interest of spouse 100%
ITEHRL BEY) % ERBEAAN BEBNRGER
Nofte: Mzt :

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

Save as disclosed above, as at 30 June 2020, 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
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interests and short positions which the Directors, the Supervisors and chief
executives of the Company were taken or deemed to have under such provisions
of the SFOJ; (i) recorded in the register kept by the Company pursuant to Section
352 of the SFO; or {iii) nofified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2020, according to the register kept by the Company pursuant
to Section 336 of the SFO and so far is known to, or can be ascertained after
reasonable enquiry by the Directors, the following person/entity had an interest
or short position in the Shares and underlying Shares which would fall to be
disclosed to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 2 and 3 of Part XV of the SFO, or be directly and indirectly interested in 5%
or more of the nominal value of any class of share capital carrying rights to vote
on all circumstances at general meetings of the Company:

Other Information
Hith &R

FERRAVERS

RIZE-ZFRNA=TH RERAXFARE
EH MHERAEIBHEFENE LM - K&
RESMANEIELSEERRAEE - A
TAL/EEBREN REERNHEFRE
BH LG RBIEXVERSE 2 K235 80 2 1R
ARAARRBNEEHIARBENEDEIORR
FERAEEFEERARRBRRANE LHEE
AER T B R BERRBIBA P EES%
A E R RS

spouse!
BRNAR RSN HAERERD
—AU REEHERS RS RENK
Bl

(a) Interests in the Shares of the Company (@) MARBRDHE R
Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital
same class FNN
Number of HE &5 ERTRA
Name Class of Shares  Nature of interest Shares R4 A BEBY
ne/ 28 FR 10 28 5l BHME ROEA BRE B
Mr. Wang Junyang Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
TEHEAE NER interest in the Company"; interest in (Long position]
controlled corporation® \ (#78)
ARRA R AIER A A 1F RS
A REEHEE R R
Ms. Wang Aici Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
FEELL NER interest in the Company” (Long position)
BRANK AR HRIERESN—7" (#72)
Kanghua Group Domestic Shares  Beneficial owner” 197,500,000 79% 59.06%
RESE NE R EnEBAY (Long position]
(#72)
Mr. Chen Wangzhi Domestic Shares  Interest of a party fo an agreement regarding 250,000,000 100% 74.76%
BREER R & NER interest in the Company""; interest in a (Long position)
controlled corporation®: family interest of (17 &)
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Other Information

HiwEx

Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital
same class EARAF
Number of HE &5 BRTRA
Name Class of Shares  Nature of inferest Shares R4 At BEHA
nE/ 28 R &5 REME ROHA BREDH BO
Ms. Wang Aigin Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
TEHR+ NEK interest in the Company"; interest in Long position)
controlled corporation®: family interest of (7 8)
spouse”
BRRA RGN HAERERD
—H0 NEES BT BBNE
B
Xingda Property Domestic Shares  Beneficial owner® 27,500,000 1% 8.22%
HEE NER EREAAY (Long position]
(#72)
Xingye Group Domestic Shares  Beneficial owner® 25,000,000 10% 7.48%
HEEE WER EnEBAY (Long position)
(#72)
Mr. Wong Wai Hung Domestic Shares  Inferest in a controlled corporation® 25,000,000 10% 7.48%
FTRELE AER REEHEE 0 1ER (Long Position
(#72)
HH International Investment Domestic Shares  Inferest in a controlled corporation ¥ 25,000,000 10% 7.48%
Limited ("HH Infernational’) NE R REEH MR Long Position)
AEBERREBRATF (#72)
(DEZERD)
Dongguan Weishun Property Domestic Shares  Interest in a controlled corporation ©! 25,000,000 10% 7.48%
Investment Co., Lid. NER REZEH LB RS Long Position)
("Weishun Property’) (4 8)
RETRIENEREBRATF
([BIE])
Dongguan Kangwei Industrial ~ Domestic Shares  Interest in a controlled corporation © 25,000,000 10% 7.48%
Investment Co., Lid. NER REZEH LB ER Y Long Position)
"Kangwei Industrial’) (4 E)

REMEREZREBRAA

((REEX))
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Other Information
Hith &R

Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Sharesofthe  share capital
same class FNG
Number of HE &R BRTRA
Name Class of Shares ~ Nature of inferest Shares B0 itk BEHD
BE/ 28 PR 17 48 5l BHME ROEE BREDLL BO
New China Asset Management  H Shares Investment manager 8,689,000 10.30% 2.60%
(Hong Kong) Limited H& RERE (Long position]
MEBEEER(FE) (#%8)
e NG
Lin Lijun ("Mr. Lin’) H Shares Interest in a controlled corporation® 11,146,200 13.21% 3.33%
MAE ((HEE]) HI& REEHEE R (Long position]
(#72)
LVC Assets Management Limited  H Shares Interest in a controlled corporation® 11,146,200 13.21% 3.33%
HI& R EE N ERY (Long position]
(#72)
LVC KH Investment LP. H Shares Beneficial owner® 11,146,200 13.21% 3.33%
H ERBEAY (Long position]
(%)
Haifian (HK) Holdings Limited H Shares Beneficial owner 5,052,600 5.99% 1.51%
(formerly named as ‘Haitian ~ H% ExEBA (Long position]
(HK) Financial Development (1 8)
Limited"|
BR(BER)ERERAF
(HnER1IEX (BE)
ERMBREERAT])
Zhan Yongxiang H Shares Beneficial owner 5,021,966 5.95% 1.50%
7 H%& EGHEBA (Long position)
(##8)
Mr. Wang Mingsong H Shares Inferest in a controlled corporation 4,880,000 5.78% 1.46%
FHRNEE Hi& REEGZE R (Long position]
(#72)
Bo An Investments Pte, Ltd. H Shares Inferest in a controlled corporation” 4,880,000 5.78% 1.46%
'Bo An Investments’) Hilk REEGEE MO ERD (Long position]
BEZRELABRAR (#2)
((BZRE])
Huaxia International Company — H Shares Beneficial owner” 4,880,000 5.78% 1.46%
Limited ("Huaxia International’) H ERBAAD (Long position]
ZEERBERAA (#72)

(I£EER))
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Information

HiwEx

Notes:

]

(2)

(3)

(4)

(5)

(6)

7

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

Mr. Wang Jungyang holds 97.46% and 50% in Kanghua Group and Xingye
Group, respectively. As Mr. Wang Junyang controls more than one third of the
voting power at the general meeting of each of Kanghua Group and Xingye
Group, Mr. Wang Junyang is deemed to be interested in the same number of
Shares in which each of Kanghua Group and Xingye Group is interested by
virtue of the SFO.

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

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

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

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

Mr. Wang Mingsong holds 100% in Bo An Investments, which in turns holds
100% in Huaxia International. Each of Mr. Wang Mingsong and Bo An
Investments is deemed to be interested in the same number of Shares in
which Huaxia International is interested by virtue of the SFO.
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Other Information
Hith &R

(b)  Substantial shareholders of other members of the Group b) AEBEEMKEARNEZRRE
Approximate
percentage
interest held
by the substantial
shareholder
Name of member FERRK
Name of shareholder of the Group Nature of interest BEER
BRREREHE AEBEHE QT ERE ERME BR B DL
Kangdi Enterprise "2 Renkang Hospital Beneficial owner 15%
R EEM CEER EmB A
Ms. Zhang Dandan ™3 Renkang Hospital Beneficial owner 15%
SR S 2 A0 TRk E=EBA
Ms. Wang Aier ™ Renkang Hospital Beneficial owner 13%
FER LM CEER EmB A
Notes: Bt o
(11 Pursuantto an entrusted management agreement, each of Kangdi Enterprise, N REEFETEREDZE BRHEE  KY

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

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

of Mr. Wang Junyang.

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

Wang Junyang.

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

Junyang.

Save as disclosed above, as at 30 June 2020, 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.

Rt REERLETXAHTAH
mli s ERNCREERTARRAS
MEEREEREBNART -

20 EECEEREIAELLEIZERNE

TEERASRBE  E2HRTX
R E R EBHFRENRRE -

B RARAKETEIRREKEREER
BRENER -

4 FERLRLIEIRFRKEKEREER
BRENE -

M EXFIHEEN RZE-_TFE A=+
B BEEMA BEEMA TR EIRE
REERBRODXBEROPEBRERES
NHAEIRBIEXVERE 2 K 39 88 2 I XA M)
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Report on Review of Condensed Consolidated Financial Statements

ERGE M RK 2 EFR®RE

Deloitte

TO THE BOARD OF DIRECTORS OF

GUANGDONG KANGHUA HEALTHCARE CO., LTD.

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

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
Guangdong Kanghua Healthcare Co., Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 60 to 91, which comprise
the condensed consolidated statement of financial position as of 30 June 2020
and the related condensed consolidated statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash
flows for the six months period then ended, and certain explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and International Accounting
Standard 34 “Interim Financial Reporting” (“IAS 34”) issued by the International
Accounting Standards Board. The directors of the Company are responsible for
the preparation and presentation of these condensed consolidated financial
statements in accordance with IAS 34. 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.

SCOPE OF REVIEW

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

£

CONCLUSION o

Based on our review, nothing has come to our attention that causes us to believe  RIEATT Z 2/ H TIE » AT KT B ENHER
that the condensed consolidated financial statements are not prepared, in all £ » £ A{TREMBLE L P BRREME

material respects, in accordance with I1AS 34. BRTETEERER S ERFEI4RM
Deloitte Touche Tohmatsu =g e BEMRT GEHAITT

Certified Public Accountants HEEI A

Hong Kong B

31 August 2020 —E-FEFNA=+—H
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FSm SRR R EEE R ER

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

Six months ended 30 June

BEASA=tHLLAEAR

2020 2019
=ESEHF —E-NF
NOTES RMB’000 RMB'000
Bt 5 ARBT T AREF T
(unaudited) (unaudited)
(RBER) (REEZ)
Revenue g 3 760,987 914,364
Cost of revenue W Z5 A A (687,813) (728,418)
Gross profit EF 73,174 185,946
Other income H g A 4 15,796 13,787
Other expenses, gains and losses Hinf - e REE 5 (2,876) 4,864
Impairment loss on goodwiill HMEREER 1 (76,000) -
Administrative expenses THHAXZ (123,246) 13,013)
Finance costs & A (11,294) (6,895)
(Loss) profit before taxation BREEAT (B 1R) & 6 (124,446) 84,689
Income tax expenses M= 7 (1,773) (29,140)
(Loss) profit and total comprehensive (expensel B (E8) B8 k2|
income for the period (AX) A4z (126,219) 55,549
(Loss) profit and fotal comprehensive (expense) THIEIBEREMLEARN (E1E)
income for the period aftributable to: A R 2E () WA
MR
— owners of the Company B VNEIEZ=N (106,324) 67,637
- non-controlling interests —JEEERR R w (19,895) (12,088)
(126,219) 55,549
(Loss) earnings per share, basic (RMB cents) BRER (EE) &5
(AR%57) 9 (31.8) 20.2
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Condensed Consolidated Statement of Financial Position

AR S ISR &

At 30 June 2020
RZEZTFA=1H

At At
30 June 31 December
2020 2019
RIEZEF RZZ—NF
ANA=+H +tZA=+—H
NOTES RMB’000 RMB'000
e ARET T ARET T
(unaudited) (audited)
(REERZ) (BEZ)
Non-current assets ERBEE
Property, plant and equipment L E R e 10 924,460 917,670
Right-of-use assets TREEE 10 307,730 323,102
Goodwill BEES n 46,013 122,013
Deposits paid for acquisition of property, WY - BRE k&
plant and equipment [RENEFE 107,108 109,645
Fixed bank deposits TEHARITIF 3K 105,700 37,000
1,491,011 1,509,430
Current assets REEE
Inventories FE 56,242 69,768
Accounts and other receivables JiE AR SR R HL th B U 5K B 12 272,372 300,588
Financial assets at fair value through profit or loss 12 A F{EzH AB 4 Fl
AE 13 474,046 477,150
Restricted bank balances X R AR 1T 48R 1,539 2,345
Bank balances and cash SRITHSB MRS 93,247 223,880
897,446 1,073,731
Current liabilities REBAE
Accounts and other payables JE AT AR 3 B EL i JE A< RR B 14 459,727 488,534
Amounts due to non-controlling shareholders of ~ FEAS BB 2 5189 I %
subsidiaries % 3R 5K IE 140,854 138,854
Tax payables JE T A 18 7,671 34,401
Bank loans — due within one year RITER——FAEIH 15 7,521 7,468
Lease liabilities HEAaE 27,988 26,294
643,761 695,551
Net current assets RBEEFE 253,685 378,180
Total assets less current liabilities BWEERRBEE 1,744,696 1,887,610
Non-current liabilities ERBERE
Bank loans — due after one year RITER——FRIE 15 205,857 208,785
Deferred tax liabilities EEFIERE 16 21,630 21,383
Lease liabilities HEBE 185,870 199,884
413,357 430,052
Net assets EEFE 1,331,339 1,457,558
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Condensed Consolidated Statement of Financial Position

BEE R S
At 30 June 2020
R-B-EFAA=TA

At At
30 June 31 December
2020 2019
R-ZE-EF RZZ2—IF
RA=t+H +ZA=+—H
NOTE RMB’000 RMB’000
B 5 ARET T ARMBF T
(unaudited) (audited)
(REERZ) (e E=Z)

Capital and reserves EARRGE
Share capital A& 7 17 334,394 334,394
Reserves & 915,707 1,022,031
Equity attributable to owners of the Company RAREE AELER 1,250,101 1,356,425
Non-controlling interests JEIZE R M 81,238 101,133
Total equity EREE 1,331,339 1,457,558
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Condensed Consolidated Statement of Changes in Equity
ARG EER B

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

Attributable to owners of the Company

ARAEAARL
Non-
Share Share Capital Statutory Retained controlling
capital premium reserve reserve eamings Sub-toal inferests Total
2R

kx  RtRE  EFEG  LERG  RERN It B EH
RMBOOO  RMBOOD  RMBOOO  RMBOOO  RMB0OO  RMBOOO  RMBOOO  RMBO0O
ARRTR  ARRTR AR®TR AR®TR ARETR ARETR  ARETR  ARETR

(note)
k)
At1 January 2020 laudited) RZZ-ZF¥-A-H
(?f%%ﬁ) 334,394 698,214 53,394 88,927 181,496 1,356,425 101,133 1,457,558
loss and fofal comprehensive ~ HEREER 2 AR
expense for the period 8% = = = = (106,324) (106,324 (19,895) (126,219)

At30June 2020 (naudited)  RZE-EEFSAZTH
(REER) 334,394 698,214 53,394 88,927 75172 1,250,101 81,238 1,331,339

A1 January 2019 (audited) RZE-NE-A-H

(L%E7) 334,394 698,214 53,394 62,584 186,938 1335524 126,659 1,462,183
Profit loss) and tofal HNEHN (B8) R
comprehensive income 2ERA(FR) 28
lexpense] for the period - - - - 67,637 67,637 (12,088 55,549
Dividend (Nofe ) 5 (HEEe) - - - - (53,363 (53,363 - (53,363]

At30June 2019 unoudited  HZE-NFRAZTH
(REEZ) 334,394 698,214 53,394 62,584 201,212 1,349,798 114,57 1,464,369

Note: Amount of RMB1,339,000 (31 December 2019: RMB4,035,000) included in the Group’s ~ Wi : AEBER - Z -FEXA=+HBNRZBE

retained earnings as at 30 June 2020 represents the profit generated from the MBEmARKL339,000T (ZF—LF
private non-enterprise entities directly or indirectly held under Anhui Hualin (defined +=ZA=+—H: AR¥4,0350007T) ' &
in Note 1A). Under the PRC laws and regulations, the retained earnings of the private EEWEREENMESENLE LS
non-enterprise entity is not distributable. ERMEANTE(EZERWIA) < RIB

PEDARLOER  LEFLEERNRE
BRI AES B -
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Condensed Consolidated Statement of Cash Flows

=1 AN ==
BRGERERER
For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

Six months ended 30 June
BHEAA=THILEAEA

2020 2019
ZEZERF —E-NEF
RMB’000 RMB'000
ARBT T ARBT T
(unaudited) (unaudited)
(REBER) (REER)
Net cash generated from operating activities RETEMBESFRE 26,303 65,696
Investing activities REEE
Placement of restricted bank balances U R I ER1T 45 88 (403,162) (847,885)
Purchase of financial assets ot fair value BERATEABEREN
through profit or loss TREE (400,000 (839,855)
Placement of fixed bank deposits FREBRITER (70,000) (33,000
Purchase of property, plant and equipment BEME  BEIEH (43,097) (57,247)
Deposits paid for acquisition of property, WHEM% BEIEREBDNIES
plant and equipment (21,949) (39,962)
Withdrawal of restricted bank balances REUE R B 4R1T 45 88 403,968 864,416
Proceeds from disposal of financial assets at fair value  H &R A FET ABHHN S/
through profit or loss BEMMMSHRIE 400,000 829,162
Investment income received from financial assets at BAVEFABENEMEE
fair value through profit or loss WO A #5228 A 3,141 7,245
Withdrawal of fixed bank deposit REUE BRI TIF R 1,300 16,000
Interest received 2B 567 1,536
Proceeds from disposals of property, plant and HEME  BERZEFTERIE
equipment 59 128
Advance to a non-controlling shareholder of a m— B E A a8 — & IE =R
subsidiary IR A B - (4,300)
Net cash used in investing activities REZEFTARSERE (129,173) (103,762)
Financing activities R E B
Repayments of lease liabilities BEHEAR (13,358) (10,714)
Interest paid ERFE (12,357) (6,805)
Repayment of bank loan BEERITER (4,125) -
Repayments to non-controlling shareholders of BERTHE QR IR IR
subsidiaries (3,000) (46,000)
Advances from non-controlling shareholders of KB KB A B8R R
subsidiaries K 5,000 106,800
Net cash (used in) generated from financing activities  BH& &S (i) FIBH &35 (27,840) 43,281
Net (decrease) increase in cash and cash equivalents  RE&RIBEZEY GR ) N
HEE (130,710) 5,215
Cash and cash equivalents at beginning of the period HHBEERESEEY 223,880 203,256
Effect of foreign exchange rate changes fEXREEHrE 77 3
Cash and cash equivalents at end of the period, BMRBEERREEEY - ARIT
represented by bank balances and cash HEHRRE 93,247 208,474
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Notes to the Condensed Consolidated Financial Statements

GENERAL INFORMATION AND BASIS OF PREPARATION

&R BEEE B D A R A A (Guangdong Kanghua Healthcare Co.,
Ltd.) (the “Company”) was established as a limited liability company in
the People’s Republic of China (the “PRC") and its overseas listed foreign
invested ordinary shares ("H Shares’) are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”).
The Company’s immediate and ultimate holding company is 5 5¢ T 57
#1854 &= B A [R A 71(Dongguan Kanghua Group Co., Ltd.) ("Kanghua
Group”), a limited liability company established in the PRC. The addresses
of the registered office and principal place of business in Hong Kong of the
Company are disclosed in the corporate information section to the interim
report.

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

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

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

R BRAR S B R R

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2020

BE—

1A.

T_TFXA=+THIEREAR

SIGNIFICANT EVENTS AND TRANSACTIONS IN THE CURRENT
INTERIM PERIOD

The outbreak of a coronavirus disease and the subsequent quarantine
measures as well as the fravel restrictions imposed by the PRC government
have had negative impacts to the economy and business environment,
and is directly affect the operations of the Group. In view of mandatory
government quarantine measures in an effort to contain the spread of the
pandemic, the number of patients decreased and certain of non-critical
surgeries and medical treatments were deferred. As such, the financial
positions and performance of the Group were affected in different aspects,
including a reduction in revenue and profit generated from hospital services
and rehabilitation and other healthcare services segments.

During the current interim period, the goodwill allocated to the cash-
generating unit ("CGU") of % & # 5% &8 & 3% & A R 2 & (Anhui Hualin
Medical Investment Co., Ltd.) ("Anhui Hualin®) (the “Anhui Hualin CGU")
("Anhui's Goodwill’) and B2 Bz 2= B4 M B BB B BR A 7] (Chongging
Kanghua Zhonglian Cardiovascular Hospital Co., Ltd.) (Kangxin Hospital)
(the "Kangxin Hospital CGU") ("Kangxin‘’s Goodwill) are impaired by
RMB27,500,000 and RMB48,500,000 respectively in view of the estimated
future growth in revenue from the rehabilitation and other healthcare
services business relating to the operations of Anhui Hualin and the
hospital services business relating to the operations of Kangxin Hospital
will be lower than previously expected. Details are set out in Note 11.

PRINCIPAL ACCOUNTING POLICIES

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

Other than changes in accounting policies resulting from application of
new and amendments to International Financial Reporting Standards
("IFRSs”), the accounting policies and methods of computation used in the
condensed consolidated financial statements for the six months ended 30
June 2020 are the same as those presented in the Group’s annual financial
statements for the year ended 31 December 2019.
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Contd)

Application of amendments to IFRSs

In the current interim period, the Group has applied the Amendments
to References to the Conceptual Framework in IFRS Standards and the
following amendments to IFRSs issued by the IASB, for the first time, which
are mandatory effective for the annual period beginning on or after 1
January 2020 for the preparation of the Group’s condensed consolidated

financial statements:

Amendments to IAS 1 and IAS 8

Bl R E 1R R BB 5 R 85 (1BF]AN)
Amendments to IFRS 3

B B B 7 R R AU 2B 3 9% (BT AN)

Amendments to IFRS 9, IAS 39 and IFRS 7

BlPR B s R 22 R EE 957 ~ BIRR &Rt ERIZE 3955 &

AR E M SRR M &
For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

2. FEESFHHEER@
& P B B 755 s s B B (1B RT )

RAREIHE  AREE B RERARN
—ECTF-A-Hu®ZEFABZF
JZ HATE) o il A 2% & B R B 745 ¥R 5 E R
ZHRERESI Z T ARBERE
FHERIR 8 & MM E) T 51 BB B 7%
SEAMEFTAR  UFEHAEE 2 H
AR AR Rk

Definition of Material
BEAWEE

Definition of a Business
EBHER

Interest Rate Benchmark Reform
PR EENE

BIR B 5 5 RS 7 5% (18R] AX)

Except as described below, the application of the Amendments to
References to the Conceptual Framework in IFRS Standards and the
amendments to IFRSs in the current period has had no material impact on
the Group’s financial positions and performance for the current and prior
periods and/or on the disclosures set out in the condensed consolidated
financial statements.

Impacts of application on Amendments to IAS 1 and IAS 8 “Definition
of Material”

The amendments provide a new definition of material that states
“information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting
entity”. The amendments also clarify that materiality depends on the nature
or magnitude of information, either individually or in combination with other
information, in the context of the financial statements taken as a whole.

The application of the amendments in the current period had no impact on
the condensed consolidated financial statements. Changes in presentation
and disclosures on the application of the amendments, if any, will be
reflected on the consolidated financial statements for the year ending 31
December 2020.

B TR E SN - 7R H R R BB
M mE R RERZIRA ZER]
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REEABEANREHRI TR EF
EHIRER  HRRALBEENA
BEMTEMETEVHBRRNIERE
REEARZEWHRE RERERE
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EHAMER A HRNM B RERMES
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Notes to the Condensed Consolidated Financial Statements

HEE =R s E g

For the six months ended 30 June 2020
%:?: T TE/\)q +E|ﬂ:/\1.ﬂ

3. REVENUE AND SEGMENT INFORMATION 3. WEkoHER
The Group is principally engaged in (i) provision of hospital services; REEBZZHENREBERRE ()1
(i) provision of rehabilitation and other healthcare services; |iii) sale of HEE LA EERE ; (i) Z2m s
pharmaceutical products; and (iv) provision of other services. (v R it E A AR 75 o
Revenue W
An analysis of the Group’s revenue for the period is as follows: REBHAANKZTWOT
Six months ended 30 June
BEAA=THLEARER
2020 2019
—EEF — N4
RMB’000 RMB'000
AREET T ARMBF T
(unaudited) (unaudited)
(REBER) (RE&EZ)
Recognised over time: R—BRERANER :
Hospital services: B BT AR -
— Inpatient healthcare services —(EREERS 467,957 536,185
— Outpatient healthcare services —FMI2EBRY 226,472 299,581
— Physical examination services — AR 27,162 33,668
Rehabilitation and other healthcare services: REREAME TR
— Rehabilitation hospital services —FR18 B P R 7% 22,143 22,662
— Rehabilitation centre services and —ER1EF ORI H At B
other healthcare services AR 7 9,315 12,907
Others H A 1,636 522
754,685 905,525
Recognised at a point in time: RE—RRER
Sale of pharmaceutical products BEmigE 6,302 8,839
760,987 914,364
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Notes to the Condensed Consolidated Financial Statements

REVENUE AND SEGMENT INFORMATION (Contd)

Segment information

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

service provided.

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

as follows:

() Hospital services:

(i)  Rehabilitation and
other healthcare
services:

(il Sale of pharmaceutical
products:

(iv)  Others:

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

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

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

customers.

Provision of elderly healthcare services.

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.

R BRAR S B R R

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

W=k o HER &)

7B E K

BEITERD B R 5 EBRIA M
$&7§ﬂﬁ§$(ﬂﬂ£gi‘“%/}%ﬁ%
([FELRERKTE])) ERNERAIE
RETIRH AR M EERL o
AEBEMEED D HERRE (i)
FREREAME R i) 2R EHE

Ml E A o REBLE D IR BN
T

i EBEFRRE: RENBBERSE
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—REABRIET
fEH—i;)\B;?E’JF}\?m
HRE I E
{THE?P‘ e A A
BT R 24 /N B E’]
mAREAE

(i) BE A% AR 7 — a‘”a
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Notes to the Condensed Consolidated Financial Statements
LRSS e -

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

3. REVENUE AND SEGMENT INFORMATION (Contd)

Segment revenues and results

The following is an analysis of the Group’s revenue and results by operating

segments:

For the six months ended 30 June 2020 (unaudited)

Rehabilitation

Wi R o EREF ()

BE_T-_ZTHFA=THILAXNEAR
(RE&ER)

and other Sale of
Hospital healthcare  pharmaceutical
services services products Others Total
RERHM
B R BERY BEREE Hity st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTR ARBTR AR®Tr AR¥TR
SEGMENT REVENUE o EB U
External revenue IhERUR 2R 721,591 31,458 6,302 1,636 760,987
Segment profit (loss) e H (E5E) 20,744 (23,907) 1,372 (1,035) (2,826)
Other income HAUA 15,796
Other expenses, gains and HiRY - sk
losses &g (2,876)
Administrative expenses THAXZ (123,246)
Finance costs BMERA (11,294)
Loss before taxation BRERIEE (124,446)
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3.

Notes to the Condensed Consolidated Financial Statements

REVENUE AND SEGMENT INFORMATION (Contd) 3.

Segment revenues and results (Contd)

For the six months ended 30 June 2019 (unaudited)

Rehabilitation

and other

Hospital healthcare
services services
FR1E R B

BiR% BER%
RMB'000 RMB'000

ARBTE ARETRT

R BRAR S B R R

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

Sale of

pharmaceutical
products Others Total
EmEE Hity st
RMB'000 RMB'000 RMB'000

ARBTT ARETT ARBTR

SEGMENT REVENUE PRl 6
External revenue AhahUs &= 869,434 35,569 8,839 522 914,364
Segment profit D2 F 175,281 8,184 2,053 428 185,946
Other income HA g A 13,787
Other expenses, gains and Efx - W=k

losses B 4,864
Administrative expenses THAX M3,013)
Finance costs BEMA 16,895)
Profit before taxation B A A 84,689

There were no inter-segment sales during both periods.

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

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

T R 1B HA D 3 4 ) BR R SH 4 -

REDHMN ST HRERKE TR
RAER o 2 &0E M (B18) 81 E o 25k
Heya M (EERER) - M E DR
Hip g A~ b~ Yas le &5 18
TTHRAXXRBERA - LTI BIRD
EERRAFEMERT T ELERK
EWRTESA -

B EXFREESN TEEMSRETE

HREATIELLARE RALEZ2
SIE— DM
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Notes to the Condensed Consolidated Financial Statements
LRSS e -

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

4.  OTHER INCOME 4. HMWA

Six months ended 30 June
BEAA=1THILEAREAR

2020 2019
—EZEF —T-NEF
RMB’000 RMB'000
ARBT T ARBFT
(unaudited) (unaudited)

(REFX) (RIEEZ)

Bank and other interest income RIT R E A A 2 A 2,641 579
Investment income from financial assets at BRAFEFABRNSRHEENK
FVTPL BRA 3,141 7,245
Rental income ELWA 2,926 3,400
Government subsidies (note) BT B (P 3E) 2,149 12
Others Hith 4,939 2,451
15,796 13,787
Note: The government subsidies mainly represent the subsidies on costs incurred for Mict BT ZREMNTERRRE
operation of rehabilitation centres and hospitals, research and development TIRGRREP L RBRMES -
projects, medical related seminars and forums with no special and unfulfilled BIEH  BEREMAEREXREESE
conditions attached. BB AR R BE o
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Notes to the Condensed Consolidated Financial Statements

OTHER EXPENSES, GAINS AND LOSSES

5.

AR E M SRR M &
For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

Hfx  WERER

Six months ended 30 June
BEAA=1THILEAEAR

2020 2019

—BIERF —E-hF

RMB’000 RMB'000

ARBT T ARBTIT

(unaudited) (unaudited)

(REEZ) (REER)

Net exchange gain P H a5 8 1,312 1,01
Fair value (loss) gain on financial assets at EAFEFABENESREEN

FVTPL (note) NHE (B18) W (e (2,581) 5,824

Loss on disposals of property, plant and HEME  BERZENEE

equipment (194) (38)

Donations B (1,413) (1,710)

Allowance for credit loss EEBERE - (223)

(2,876) 4,864

Note: The comparative of the amount is reclassified from other income to conform

with the current period’s presentation.

s Ze BN L REFa  EmlAd

BEHOE  UHEAHENFH -
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Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P aE

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

6. (LOSS) PROFIT BEFORE TAXATION 6. PBRFLET(EER) &R

Six months ended 30 June
BEAA=1THILEAREAR

2020 2019
g e %22 —ET-hF
RMB’000 RMB'000
AREET T ARBTIT
(unaudited) (unaudited)
(RIBER) (REEER)
(Loss) profit before taxation has been arrived at  Br A1 (&5 18) & FAS IR T 5B B
after charging: BIER:
Depreciation of property, plant and equipment  #1% - /= KRBT E 54,191 448
Depreciation of right-of-use assets FHEEENE 16,410 15,572
Research and development expenditure R 186 606
Short-term lease rentals in respect of BHEEFLRETIEEEBEN
rehabilitation centres and staff quarters FEHHEMES 133 1,012
Variable lease rentals in respect of hospitals HERARNTIEHERS 3,274 3,024
Cost of inventories recognised as expenses BRAFAXHNFERA (FEFHA
[representing pharmaceutical products, GEgh - FEM CEAME - 5 ARG
consumables and others used, included in %N
cost of revenue) 372,164 432,208
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Notes to the Condensed Consolidated Financial Statements

INCOME TAX EXPENSES

R BRAR S B R R

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

Frig®iR <

Six months ended 30 June
BEAA=1THILEAEAR

2020 2019
—BIERF —E-hF
RMB’000 RMB'000
AREEF T AREF T
(unaudited) (unaudited)
(REBER) (REER)
PRC Enterprise Income Tax [“EIT") PRI EMET ((EEMER])
Current tax BVER 18 1,409 28,840
(Over) underprovision of EIT in prior years BEFEREMSN GERE)
BT 172) 32
1,237 28,872
Hong Kong Profits Tax BEETIEH
Underprovision in prior years BEFERETR 289 -
1,526 28,872
Deferred tax (Note 15) RIERIA (KI5E15) 247 268
1,773 29,140

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

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

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

RIBFBEIEMEIOE ((REREB
ED REEMERORERED - AR
A Ko H o BB A w50 W B E A
EEFEBR R 25%

R-E—NFE=ZA=-+—B FBL
FeBB(CE—LEHRB (B (B
TH) GBI ER) ([ZERFIER]) - 5
AFISHMAH - ZEMNERNR=-F
—NEZA-+N\BEEERAEE
WHREHTE - RIEFESHAAS
A A EE T 2,000,000 7T i A
B i R 5 8.25% -+ M 8 i8 2,000,000 7
TR M TR 516.5% ° T A B
MBHEENEB TR 2 RFIEER
16.5% H— T EEFHE -

I - & &% & B E 852,000,000
JCAd ET FE SR B s F) & 2,000,000 7% 7T LA
EH T ERECER D B428.25%
}16.5% T R E B BFSH -
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Notes to the Condensed Consolidated Financial Statements

HEE =R s E g

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

8. DIVIDENDS 8.

No dividend were paid, declared or proposed during the current interim
period (six months ended 30 June 2019: RMB16 cents per share in respect
of the year ended 31 December 2018 were declared to the owners of the
Company). The directors of the Company have defermined that no dividend
will be paid in respect of the current interim period (six months ended 30
June 2019: nil).

9. (LOSS) EARNINGS PER SHARE 9.

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

g 2.

RARHEE ARFAMERN &
ESGEZRNBRE (BEZF—NFN
A=Z1THLERER BBE=F—N
FH+-_A=+—BLEFEAXRFHE
BABRSBRARKI6D) - KRRAFE
ECEEB TS A BRI A
BHEEZEZ-AFRA=THLAAE
H &) -

B (BE) &R

AATEEAREESRER (K8 &
FIER U TRUEEH S -

Six months ended 30 June
HEAA=1THILAER

2020 2019
—EC-EE —F-hF
RMB’000 RMB'000
ARBF T ARBFT
(unaudited) (unaudited)

(RAEFR) (REFER)

(Loss) earnings: (BE) &

(Loss) profit for the period attributable to the BRsTEER (BB 8RR A

owners of the Company for the purpose of BB AEAEEA (B518) %7
calculating (loss) earnings per share

&

(106,324) 67,637

Six months ended 30 June
BEAA=THILEAREA

2020 2019
= —EFNF
(unaudited) (unaudited)

(REER) (RIEFEZ)

Number of shares: 1D EE -

Weighted average number of ordinary shares R EHE&FIREAR (E18) B FIH
for the purpose of calculating basic (loss) TR N T B
earnings per share

334,394,000 334,394,000

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

Notes to the Condensed Consolidated Financial Statements

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

During the current interim period, the Group disposed of certain property,
plant and equipment with an aggregate carrying amount of RMB253,000
(six months ended 30 June 2019: RMB166,000) for cash proceeds of
RMB59,000 (six months ended 30 June 2019: RMB128,000), resulting
in a loss on disposals of RMB194,000 (six months ended 30 June 2019:
RMB38,000).

In addition, during the current interim period, the Group acquired property,
plant and equipment and incurred expenditure on construction in progress
of RMB26,124,000 and RMB35,110,000 (six months ended 30 June 2019:
RMB36,654,000 and RMB32,398,000), respectively, for the purpose of
upgrading and expanding the service capacity of the Group’s hospital
operations.

During the current interim period, the Group entered into new lease
agreements for the use of properties in the PRC for 3 to 5 years (six months
ended 30 June 2019: 2 to 3 years). The Group is required to make fixed
monthly payments. On commencement of the lease, the Group recognised
right-of-use assets and lease liabilities of RMB1,038,000 (six months ended
30 June 2019: RMB1,004,000) each relating fo those new leases.

10.

AR E M SRR M &
For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

¥ BERREEHEA
EnE

RAFRBBHE AEELEEmAE
BAR25300T (BE_ZE—LF
NAZTHIEAREA  AR166,000
TTNETYE BEERE Be
FrigsiE A AR 59,000T (==
Z-NFRNA=ZTHLERNEAR: AR
#128,0007C) F EHHEBHBBEBARK
194,0007T (BAZE=_ZE—NLF A=
HIEREA : ARM38,0007T) °

AN - AR HRERRS - A E D B
BYE BREAXBREEIRE
+ 3 AR26124,0007T B AR
35,110,000t (BE T — N F XA
=T HIEANMEA: AR#®36,654,000
TR AR#32,398,0007T) + AFR K
BAREERZEENRGEEN -

RAFPEERE RSB FHEE W
FOUNEHREERYEIEST (HE
“E-NAFAAZFTHLEANEA 22
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FHEEENEAREELTHER®R
AR #1,038,000C (HE_—F—NF
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TT) °
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

1.

GOODWILL

During the current interim period, Anhui's Goodwill and Kangxin's Goodwiill
are impaired by RMB27,500,000 (six months ended 30 June 2019: nil) and
RMB48,500,000 (six months ended 30 June 2019: nil) respectively, in view
of the recoverable amounts of the two CGUs are less than its own carrying
amount. As at 30 June 2020, the carrying amounts of Anhui's Goodwill and
Kangxin's Goodwill are RMB29,101,000 (31 December 2019: RMB56,601,000)
and RMB16,912,000 (31 December 2019: RMB65,412,000) respectively.

The recoverable amount of the Anhui Hualin CGU has been determined
based on a value in use calculation by reference to a valuation report
prepared by an independent professional valuer, which was approved by
the directors of the Company. The calculation uses cash flow projections
based on financial budgets approved by the management for the next
five (31 December 2019: five) years. Cash flows beyond the five-year (31
December 2019: five-year) are extrapolated using growth rate of 3.0% (31
December 2019: 3.0%). A pre-tax discount rate of 16.3% (31 December 2019:
14.6%) is used for the Anhui Hualin CGU derived using risk-free rate, the
market return and the CGU specific factors.
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1.

Notes to the Condensed Consolidated Financial Statements

GOODWILL (contd)

The recoverable amount of the Kangxin Hospital CGU has been determined
based on a value in use calculation by reference to a valuation report
prepared by an independent professional valuer, which was approved by
the directors of the Company. The calculation uses cash flow projections
based on financial budgets approved by the management for the next
six (31 December 2019: seven) years. Cash flows beyond the six-year (31
December 2019: seven-year) period are extrapolated using growth rate
of 3.0% (31 December 2019: 3.0%). A pre-tax discount rate of 14.9% (31
December 2019: 14.6%) is used for the Kangxin Hospital CGU and derived
using risk-free rate, the market return and the cash-generating unit specific
factors.

The key assumptions are growth rates and pre-tax discount rates which
are estimated based on past practices and expectations of future changes
in the market. After taken into consideration of the historical performance
and most recent actual performance of the Anhui Hualin CGU and Kangxin
Hospital CGU, the directors of the Company consider that the estimated
future growth in revenue from the rehabilitation and other healthcare
services business relating to the operations of Anhui Hualin and the
hospital services business relating to the operations of Kangxin Hospital will
be lower than previously expected. In view of the aggregate recoverable
amounts of these CGUs are below their aggregate carrying amounts,
impairment losses of RMB27,500,000 (six months ended 30 June 2019: nil)
and RMB48,500,000 (six months ended 30 June 2019: nil) are recognised
during the current interim period for goodwill allocated to Anhui Hualin CGU
and Kangxin Hospital CGU respectively. As at 30 June 2020, the carrying
amount of goodwill relating to the Anhui Hualin CGU is approximately
RMB29,101,000 (31 December 2019: RMB56,601,000) and Kangxin Hospital
CGU is approximately RMB16,912,000 (31 December 2019: RMB65,412,000).

1.

R BRAR S B R R

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2020
%:?: T TE/\)q +E|ﬂ:/\1.ﬂ

12.  ACCOUNTS AND OTHER RECEIVABLES 12. BRI KR E i FE UK

At At
30 June 31 December
2020 2019

HA—v—qu fﬁ’t\:g*ﬂi
~B=+H +=ZA=+—H

RMB’000 RMB'000

ARET T ARET T

(unaudited) (audited)

(REEZ) (=)

Accounts receivables FEULBR 3R 235,999 273,928
Less: Allowance for credit loss B EEEIERE (9,769) (9,769)
226,230 264,159

Prepayments to suppliers TE A FE P RRIE 8,215 9,935
Interest receivables UL FI) B, 3,069 995
Others HAh 34,858 25,499
272,372 300,588

The individual patients of the Group would usually settle payments by
cash, credit cards or governments’ social insurance schemes. For credit
card payments, the banks will normally settle the amounts approximately
30 days after the transaction date. Payments by governments’ social
insurance schemes will normally be seftled by the local social insurance
bureau or similar government departments which are responsible for the
reimbursement of medical expenses for patients who are covered by the
government medical insurance schemes ranged from 30 to 180 days from
the transaction date. Corporate customers will normally seftle the amounts
within 90 days after the transaction date by bank transfers.
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12.

Notes to the Condensed Consolidated Financial Statements

ACCOUNTS AND OTHER RECEIVABLES (Contd)

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

AR E M SRR M &
For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

12, FEURBRR R H A FE WK IR (48)

RBERRWGEER B2 R

WS (R EEBBREE WKk

of the reporting period: T
At At
30 June 31 December
2020 2019
R-ZEZEF RZIZ—NF
RNA=+H +tZA=+—H
RMB’000 RMB’000
ARBT R ARBTT
(unaudited) (audited)
(REEZX) (EZ)
Within 30 days 30K AR 116,996 128,564
31t0 90 days RIENFN 84,891 67,041
9110180 days 91E180 K 13,316 41,195
18110 365 days 1812 365K 8,907 25,821
Over 365 days HBiE 365 K 2,120 1,538
226,230 264,159

EREFEEERNDBRAF FHHE 2020
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Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P aE

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

13. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

13. BAFEFABENERERE

At At

30 June 31 December

2020 2019

R-ZZBZBF RIZT-IF

RA=t+H +ZA=+—H

RMB’000 RMB’000

ARBEF ARET T

(unaudited) (audited)

(CREEZ) (JEEZ)

Portfolio investment fund (note (i) RERAES (M) 74,046 77,150

Structured bank deposits (note (i) EEMRITE R (BREG) 400,000 400,000

474,046 477,150

Notes: B 5T -

(i) The Group engaged a fund manager to invest into a portfolio investment fund (i) AEBRAREAEEZ REESLK

in Hong Kong for investment returns. The portfolio maintained by the fund
manager on behalf of the Group includes a mixture of cash and shares which
are primarily listed in Hong Kong and is measured at fair value.
(ii) The Group invested into structured deposits with a bank in the PRC for
investment returns. Majority of these structured deposits are with maturities of
less than six months and the principal is generally renewed when matured.
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Notes to the Condensed Consolidated Financial Statements

14.  ACCOUNTS AND OTHER PAYABLES

R BRAR S B R R

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

14, BAERR R E AL RRIA

At At
30 June 31 December
2020 2019

RZEBEZEF RIE—IF
~B=+H +=ZA=+—H

RMB’000 RMB'000
AR®F T ARBFT
(unaudited) (audited)
(REEX) (JEEZ)
Accounts payables FET BR K 249,209 262,040
Accrued expenses FEETF 82,092 83,062
Receipts in advance (note) Ta Wk IE (B E) 54,884 61,017
Payables for acquisition of property, plantand UK B2 - BB K 3% 6 FE S 5B
equipment 48,534 57,397
Other tax payables E e I8 1,286 3,796
Provision for medical dispute claims BERANRERE 1,231 375
Others uiic) 22,491 20,847
Other payables E M E T FOIE 210,518 226,494
459,727 488,534
Note: Included in the balance are advances from the PRC social insurance iz B EPRELSREBE - BHER
which represent operating cash of RMB5,970,000 (31 December 2019: FPREBNAASEEEEERNB R
RMB20,667,000) advanced from the PRC government for the daily operations LERMKE LIRS ARKS970,000

of the hospitals operated by the Group.

T(ZE—hE+ZA=F+—H: A
R #20,667,0007T) °

The credit period of accounts payables is from 30 to 90 days from the ENFRENEERASEEER R
invoice date. 30290H -
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Notes to the Condensed Consolidated Financial Statements
LRSS e -

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

14.  ACCOUNTS AND OTHER PAYABLES (contd) 4. BEHERIFREMENSRIE &)
The following is an aged analysis of accounts payables based on the date ERRE B BRI BN R RR DT
of receipt of goods: (I
At At
30 June 31 December
2020 2019

R-ZB-2E R-_ZF-NF
AA=t+H t-A=t+—H

RMB’000 RMB’'000
ARBT T ARBT T
(unaudited) (audited)
(REEX) (&%)
Within 30 days 30RIAK 86,664 99,938
3110 90 days KIEIPN 95,811 100,364
9110180 days 91E 180K 35,154 31,467
18110 365 days 1812 365K 9,973 10,793
Over 365 days BB 365K 21,607 19,478
249,209 262,040

15. BANK LOANS 15. RITER
At At
30 June 31 December
2020 2019

R-ZEBEZEF R_ZT—hHF
ANB=+H +t—A=+—H”

RMB’000 RMB’000

ARET T ARET T

(unaudited) (audited)

(REER) (5 28H%)

Variable rate secured bank loan (note (a)) BEFIETERCEHFR) (M) 156,447 155,601
Fixed rate secured loan (note (b)) BEAEF(BAEH=E) (FM5Eb) 56,931 60,652
213,378 216,253
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2020
g:?: T Tﬁf/\ﬂ +Eﬂ:/\1.ﬂ

15. BANK LOANS (contd) 15. SRITER (&)
At At
30 June 31 December
2020 2019

ﬁ/\—v—qu \:Té*jli
AB=+H +ZA=+—H

RMB’000 RMB'000
AREET T ARBFT
(unaudited) (audited)
(REEZ) (JEEZ)
The carrying amounts of the loans are EER A TR EEEZE
repayable**:
Within one year —FR 7,521 7,468
Within a period of more than one year but not ~ —Z /M E A HIB A
exceeding two years 11,308 7,574
Within a period of more than two years but not I ZE L F A HAR A
exceeding five years 61,572 57,818
Within a period of more than five years BB hFH RN 132,977 143,393
213,378 216,253
Less: Amounts due within one year shown B RBBEETRR—FR
under current liabilities I HA R IR (7,521) (7,468)
Amounts shown under non-current liabilities ERBBEE T RHIE 205,857 208,785
*  The amounts due are based on scheduled repayment dates set out in the *  FERRIE D AR IR B KI5 R AT E R
loan agreements. BRAMGHE -
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

15. BANK LOANS (Contd)

Notes:

(a)

(b)

At 30 June 2020, the bank loan carried interest at the benchmark interest rate
for loan offered by the People’s Bank of China and adjusted annually from
the drawn down date. The effective interest rate of the secured bank loan is
5.90% (31 December 2019: 5.90%) per annum. The main purpose of the loan
is to finance the payment of phase 2 medical facility development of Kangxin
Hospital and to settle certain amount due to a non-controlling shareholder of
a subsidiary.

At 30 June 2020, the bank loan was secured with the key terms and securities
pledged as follows:

(i) financial guarantees provided by the Company, Mr. Wang Junyang,
chairman of the Group, 3 52 T 3 X A # B IR 2 &, a company
controlled by Dongguan Xingye Group Co., Ltd. which is controlled by
one of the Controlling Shareholders, and R B ER EFR A
Al (collectively referred as the “Guarantors”) with respective maximum
amount of RMB500,000,000 (31 December 2019: RMB500,000,000);
and

(ii) share pledges over the equity shares in Kangxin Hospital held by the

Company and R =R BEEREFR QA

The fixed rate secured loan represents a financing arrangement with Industrial
and Commercial Bank of China Leasing Co., Ltd., an independent third party.
Pursuant to the arrangement, the Group has transferred legal title of certain
medical equipment to Industrial and Commercial Bank of China Leasing Co.,
Ltd., and shall then be leased back for use by the Group. Upon expiry of the
lease term, the Group has an option to repurchase these medical equipment
at a cash consideration of RMB1. At 30 June 2020, the carrying amount of
these medical equipment is approximately RMB52,166,000 (31 December
2019: RMB58,816,000), and is guaranteed by the Guarantors.

The transfers of these medical equipment do not satisfy the requirements
of IFRS 15 to be accounted for as a sale of assets. The Group continued to
recognise the transferred assets and initially recognised a secured loan
equal to the transfer proceeds. As at 30 June 2020, the carrying amount of
the borrowing in respect of such arrangements amounted to RMB56,931,000
(31 December 2019: RMB60,652,000). The loan carried effective interest rate
of 6.74% (31 December 2019: 6.74%) per annum and would be settled with
quarterly instalments until September 2027.
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16.

Notes to the Condensed Consolidated Financial Statements

AR E M SRR M &
For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

DEFERRED TAX LIABILITIES (ASSETS) 6. ELEBIBEE (BE)
The following are the major deferred tax liabilities (assets) recognised AT R A B R 38 11 A HA HA FE) e 2R
and movements thereon during the current interim and preceding interim WEZELEHEER(BE) REE
periods:
Accelerated  Pre-operating
fax expenses
depreciation written off Total
DR 18 i 81 2 2
e R wst
RMB’000 RMB’000 RMB’000
AREFTT AREBTT ARETRT
At 31 December 2019 (audited) RZE—NF+ZA=*+—
B (&ER) 26,032 (4,649) 21,383
(Credit) charge to profit or loss (Note 7) (Bt A) HBr1Ez (MH5E7) (299) 546 247
At 30 June 2020 (unaudited) RZZ_TFRA=+H
(RigEZ) 25,733 (4,103) 21,630
At 1 January 2019 (audited) RZE—NF—A—B (&
BF12) 26,225 (5,740) 20,485
(Credit) charge to profit or loss (Note 7) GrA) Bz (HE7) (277) 545 268
At 30 June 2019 (unaudited) RZZE-NFRA=1+H
(REER) 25,948 (5,195) 20,753

At 30 June 2020, the Group had unused tax losses of approximately
RMB205,338,000 (31 December 2019: RMB159,595,000) available for offset
against future profits. No deferred tax asset was recognised in respect of
such tax losses due to unpredictable profit stream. The unused tax losses
can be carried forward up to five years from the year in which the loss was
originated, to offset future taxable profits.

At 30 June 2020, the Group has deductible temporary difference amounted
to approximately RMB16,414,000 (31 December 2019: RMB18,596,000).
A deferred tax asset has been recognised in respect of the deductible
temporary difference of RMB16,414,000 (31 December 2019: RMB18,596,000)
at the end of the reporting period.

RZE_ZETFXA=Z+H A&
BEEARAFERABREBRNAARYK
205,338,000t (—ZZE—Nh&E+ A
=+—H: AR%159,595,0007T) A] &
$5 2K 2 A o B A Jm A DATEOR)
E I R ez S IR BB RELER
HEE AEANMBEBENNEE
SEBCFERRLZATEE UK
SHAR R IERRF R o

R-ZZE-_ZTFNA=+H &A&E
ENATHENEREEZERAOARAR
#16,414,000c (ZE— AL F+ - A
—+—H: AR#18,596,0007T) ° i
WERR DRTENEREEEA
AR #16,414,0000 (ZE—NF+ =
A=+—H: AR#18,596,000T) f&
RELEREEE °
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Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P aE

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

17. SHARE CAPITAL 7. BRZA
Number of
domestic Number Share
shares of H shares capital
NEREE HIR&HE [N
‘000 ‘000 RMB'000
T Fir AREBFT
At 1 January 2019 (audited), RZE—NF—H—H 250,000 84,394 334,394
31 December 2019 (audited) (&E|z)  —FE—NF
and 30 June 2020 (unaudited) +ZA=+—8(8FE%)
MZEZFTFA=1H
(RegEEZz)
18. CAPITAL COMMITMENTS 18. EBEAIKIE
At At
30 June 31 December
2020 2019

RZEBEZZEFE R_ZT—hHF
~B=+H +-—A=+—H

RMB’000 RMB'000
AR¥T T ARBTT
(unaudited) (audited)
(REEZ) (&%)
Capital expenditure in respect of property, RERGE I BmREP 2T 343,596 311,631
plant and equipment contracted for but not BREBEENYE BER
provided in the condensed consolidated BEHEARRAL

financial statements

88 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2020



19.

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

For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

BB S R

GREASEMEHRREMESHMNE
RS EARREEIN  REBBET
NIATEREB RS

RELATED PARTY DISCLOSURES 19.

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

As at/ As at/
For the For the
six months six months
ended 30 June  ended 30 June
2020 2019
RZBZFF RZT-NF
AB=+R/ RA=tH/
Name of related companies Relationship Nature of transactions HEZA BHEZA
CE NSRS 1R RH5MHE EREA EREA
RMB'000 RMB'000
ARBT T ARETFTT
Kanghua Group Shareholder Right-of-use assets - 154,323
recognised
RELE & EHRAZEREEE
Interest expenses on 4953 5,457
lease liabilities
MEBBEZAEMAX
Lease liabilities 165,964 184,289
HEBRE
Lease payment 17,841 16,638
MERNK
Dongguan Tongli Enterprise Non-controlling shareholder of Right-of-use assets - 28,246
Co., ltd. Dongguan Renkang Hospital recognised
Co., Ltd.
REMRANEEERAT RECEBRERAANIE EHRAZEREEE
AR R
Interest expenses on 949 1,046
lease liabilities
MEBBEZAEHRX
Lease liabilities 31,802 35,314
HEBRE
Lease payment 2,983 2,789
HERNK
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2020
HE-_Z-_ZTFAA=1+HILAEA

19.

20.

RELATED PARTY DISCLOSURES (contd) 19. BEFEE#E)
Compensation of key management personnel TEEEABHMN
Key management personnel includes directors and supervisors. The FEERAEBREERESZ XA
remuneration of the key management personnel during the current interim hEAERfE  FEBEIBABMEHHAOT
period is as follows:
Six months ended 30 June
HERA=THIL~ER
2020 2019
g e %22 —ET-hF
RMB’000 RMB'000
AREET T ARBTIT
(unaudited) (unaudited)
(RIBER) (REEER)
Fees iikn 810 1,080
Salaries and allowances e RoRhh 968 781
Retirement benefit schemes contributions IRRAE FIET B (R 17 39
1,795 1,900
CONTINGENT LIABILITIES 20. ARBE

The Group is involved as defendants in certain medical disputes arising
from its normal business operations. Except for those disputes with
provision made as disclosed in Note 14, the management of the Group
believes that the final result of other medical disputes with total claims of
RMB3,767,000 (31 December 2019: RMB5,789,000) as at 30 June 2020
will not have a material impact on the financial position or operations of
the Group and the amount of outflow, if any, cannot be determined with
sufficient reliability prior to judicial appraisals. Accordingly, no provision is
made in this regard.
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21.

22.

Notes to the Condensed Consolidated Financial Statements

AR E M SRR M &
For the six months ended 30 June 2020
BE-_Z-_ZTFA=t+HLEA

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 2. ERMITENAFEF=Z
Other than the financial assets carried at fair value as detailed in the BTIRAFLZAFEIENSHE
following table, the directors of the Company consider that the carrying EN RRABIEFRR  RBHEKAE
amounts of other financial instruments that are recorded at amortised cost RAE RS B HRER R AR A
in the condensed consolidated financial statements approximate their fair R TAEMKREDSEEL A FEMESE -
values.
Fair value
Fair value as at Valuation
as at 30 June 31 December Fair value  techniques and
2020 2019 hierarchy  key inputs
R-ZBZEHF RZZE—-N%F
RA=+HM +ZA=+—H HERTGR
DA B AFE N EREE F2HABE
Financial assets RMB’000 RMB’000
TRLEE ARBT T AREETT
Portfolio investment fund 74,046 77,150 Level 2 Quoted price from a financial
institution mainly with reference
to quoted prices of listed
securities.
REHEEESD E_R WEKRECHEE FTEL2R
THEFZRE
Structured bank deposits 400,000 400,000 Level 2 Quoted price from a financial
institution with reference to
expected return, and discounted
at arate that reflects the risk of
underlying investments.
EHMRITER E_HK WEKRECREE (2REH
EI2R) - Wik R ERAAR A R
B BEIR AL -
There was no transfer between Level 2 and other Levels in both periods. R ESERN F_RREMRR 2
fi] I o e o
EVENT AFTER THE REPORTING PERIOD 22. REBEBWEIE
On 23 July 2020, the Company entered into an auction result confirmation R-E-_FEF+HA-_+=H ' &xQF

with the B2 A # & JF 22 5 A /0> (Dongguan Public Resources Exchange
Centre) for acquisition of land use right of a land parcel situated at Jiaoling
Villagers Committee, Liheng Village, Qingxi Town, Dongguan City, the PRC
with a cash consideration of RMB82,590,000. The land use right is acquired
for development of comprehensive elderly healthcare medical facilities.
Details of the transaction are disclosed in the Company’s announcement
dated 23 July 2020. The acquisition was completed on 25 August 2020.

HEEMALEBRZ SR OE]K
REBHERE  WER NP EESE
MBREZENAENR/NENH
me L AE BERE/AARKE
82,590,000 7T ° 7% - #b {5 FA 4 A 74 B
BIRAUEFERRERE X5
BRARGBPA-ZTE-_EF+ A
T =AM AESREE  WESER
—E-TFNA-FTRHRBTEK -
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Definitions
AdiusTed EBITDA
[ 48 3 2L EBITDA |

Anhui Hualin

[ FR

Audit Committee
[EZLE g

Board of Directors or Board
=3

CG Code
[ E AR
Company

VNS

Controlling Shareholders

[ B R

Director(s)

==

Domestic Share(s)

[RE ]

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

BRERTT R EAM A BWA - MBRX - T8 - TEREE BRAFEAABRNDR
BEREBARA T ER BB RER W BB &R

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

ZRERBEREBRAR RZE-—R"FT_ATNBEFEXINER QA -

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

the audit committee of the Board
EETEERLZEY

the board of Directors of the Company

KRBEESR

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

BB LR RIS+ O E KR EERTRD

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

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

HEEFB LR TORE BRIEXESEME BXBHLELE EEERLE
BEEE BEXEE RERELE TEHRLLIREEMEER—ERRRERER
MKEESE R — B ERERR]

the director(s) of the Company

RABE=S

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

NS REAE:A N

H Sharel(s)

[HAX

HK$ or Hong Kong dollars

[Tl

Hong Kong
(&%

Hong Kong Listing Rules
(&8 EmRA

Hong Kong Stock Exchange
[ &8 R 2R

Huaxin Building
[EFEVE

Independent Third Party(ies)

S

K

(B E=7]

Kangdi Enterprise

Kanghua Group

[RESH]

Definitions

the Company and its subsidiaries

EAN/NCIDSESiG )= PN

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

B MEBE A

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

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

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

The Stock Exchange of Hong Kong Limited
ERBMARGMBRAT

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

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

REFBLTHRY BREARETE LMARETORE  WIEARFEMEALOHEMR
ERIAL

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

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

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

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

EREFEEERNDBRAF FHHE 2020

93



Definitions

Kanghua Hospital
(R

Model Code
[Z2E=F Al

Nomination Committee

FrEZEo

08G
[fBERH

PRC or China
[ |

PRC Company Law

[PEREDE]

Prospectus

[ =R

Reporting Period
[R5 50| 3 [ ¥ B

Remuneration Committee

[(#HEZE =

Renkang Hospital

[ B &k

RMB
(AR

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

REREBREAERAG —ZXR_ZTZRFNAATABEFEKYNERAR - B
RARBNZEWNERF

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

the nomination committee of the Board

ExeR%%Ee

obstetrics and gynaecology

RER

the People’s Republic of China
hEARAM

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

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

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

the six months ended 30 June 2020
BHE_Z-_TFA=1+BI~EA

the remuneration committee of the Board

EEeVyMERES

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

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

the lawful currency of the PRC

hEEEER
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SFO
&% M & & p ]
Sharels)

[R5 ]

Shareholder(s)
[ A% 2R

subsidiary or subsidiaries
=Nl

substantial shareholder(s)
EXTT

Supervisor(s)

(B2 %]

Supervisory Committee

[BEFg]

Tongli Enterprise

[RAAHEX]

Definitions

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

BEEDIE SNEC(EZ LB FRPD) ENRER] « #ARA RS A ER)

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

holder(s) of the Share(s)
EHEE A

has the meaning ascribed thereto in the Companies Ordinance (Chapter 622 of the laws of
Hong Kong)
BEEBEBEDNE 622 (A MEHI R T AR &

has the meaning ascribed thereto in the Hong Kong Listing Rules
BB HE LR T %08 E

the members of the Supervisory Committee

the Company’s supervisory committee established pursuant to the PRC Company Law
RARIRBRERRDERINESES

Dongguan Tongli Enterprise Co., Ltd. ((R5e ™ & /7 & £ 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 Aigin, 29% by Ms. Wang Aici, 15% by Ms. Zhang Dandan (5 737%) and 13%
by Ms. Wang Aier (£ & 52), respectively, all of whom are members of the Wang Family,
being aunts of Mr. Wang Junyang. Pursuant to a nominee arrangement among the Wang
Family, (il Ms. Wang Aici (an aunt of Mr. Wang Junyang) agreed to hold 16% of her equity
interest in Tongli Enterprise on behalf of Mr. Wang Junyang; (il Ms. Wang Aigin (an aunt of
Mr. Wang Junyang and the spouse of Mr. Chen Wangzhi) agreed to hold 15% and 6.5%
of her equity interest in Tongli Enterprise on behalf of Mr. Wang Junyang and Mr. Chen
Wangzhi, respectively; and (i) Ms. Wang Aigin agreed to hold 15% of her equity interest in
Tongli Enterprise on behalf of Mr. Wang Wencheng (£ XX X )

REMRANEEERAA  —ZXR_ZEZ=F"A_T=ZHBEHFRBEKIHNERA
A HREDHIHEEGRL EERLL FAAXKEIREERLEFHFFAL% -

29% ~15% N 13%  MEH/EIRRENKEREIEHLENERNER - RIFEEKX
EGEFHIRBALZE (| TERRZZL(FEBEENER) ABERXTIELEERE
HRBENEX16%ER () TEHZ T (TEBEENG S RREREENRB) A
ERREEGEAERREREEDRFHAERBNERD R KX 6.5% e ¢ K (i)
IEHLTRABRREINKEEFBERRNE X 5% E R

EREFEEERNDBRAF FHHE 2020
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Definitions
Wang Family
[ERXKIE]

Xingda Property

Xingye Group

(B &E ]

Zhonglian Cardiovascular Hospital
[ AR g0 1 B s B8 e

%
%

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

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

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

Dongguan Xingye Group Co., Ltd. (SR 3£ # 2 &£ B A IR A 7)), a limited liability company
established in the PRC on 15 April 1997 and one of the Controlling Shareholders holding
approximately 7.48% interest in the Company. It is owned as to 50% by Mr. Wang Junyang,
as to 37.5% by Dongguan Kangwei Industrial Investment Co., Lid. (R EEREEXIEES
R 2 &) and as to 12.5% by Ms. Wang Aici, respectively. Xingye Group, Mr. Wang Junyang,
Ms. Wang Aici, Kanghua Group, Mr. Chen Wangzhi, Ms. Wang Aigin and Xingda Property
are acting together as a group of Controlling Shareholders

REMEEKREBRAF —FR—AWNAEFHATERBEFBEKINBER AR K
BPEP—RIERRE  BEAATLN748%EE  HBTEH LA  REMRE
EXREBRABAREEZERLZ T AORIEAS50% ~ 37.5% 1 125% - BEKH - TEH
SHECFTEREZLT RESE BREKREE  TEHLTRBEEVEEL AR
PRER—E1TE

Chongging Kanghua Zhonglian Cardiovascular Hospital Co., Lid. (& & BE 58 S B 0 I &
R e AR A Al), alimited liability company established in the PRC on 10 June 2014 and a
non-wholly owned subsidiary of the company

EFREFRBONERBERARAF  — KR _T—HFATEETEKINE
REAARIRIFZAWMBRAF

percentage ratio
B &
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