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Financial Highlights

Principal Financial Data and Indicators

For the six months ended June 30

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Revenue 777,925 738,305
Profit before income tax 60,207 63,331
Income tax expenses 11,478 19,110
Net profit 48,729 44,221
Net profit attributable to shareholders of the Company 43,750 38,788
Profit or loss attributable to non-controlling interests 4,979 5,433
Net cash generated from operating activities 113,591 55,974
As at As at

June 30,2023 December 31,2022

(RMB’000) (RMB’000)

(Unaudited) (Audited)

Total assets 2,744,233 2,637,787
Total liabilities 1,361,683 1,311,885
Total equity 1,382,550 1,325,903
Equity attributable to shareholders of the Company 1,242,978 1,201,585

Non-controlling interests 139,572 124,318




WENZHOU KANGNING HOSPITAL CO., LTD.
2023 INTERIM REPORT

Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

In the first half of 2023, China’s macro-economy showed an obvious recovery growth trend. With the deepening of the
construction of “Healthy China”, the development of people’s mental health in the post-epidemic era and the increasing
awareness of population aging and health management were constantly driving the medical demand. Relying on the
policy support for social medical institutions, the Group actively embraced the medical insurance reform and other
challenges to improve the quality and efficiency of its business through refined management and innovation as well as
enhanced management and control of medical quality, and made the following progress:

In the first half of 2023, the Group’s owned hospital business maintained healthy development. During the Reporting
Period, the Group recorded total revenue of RMB777.9 million, representing an increase of 5.4% as compared with
that of the same period last year. Among them, the revenue from operating its owned hospitals amounted to RMB728.7
million, representing an increase of 6.7% as compared with that of the same period last year. The business of the
Group’s mature hospitals such as Wenzhou Kangning Hospital, Cangnan Kangning Hospital and Yueging Kangning
Hospital maintained stable development. The advantages of Qingtian Kangning Hospital and Yongjia Kangning Hospital
in business development space were further released after being relocated to new sites. In particular, the revenue of
Yongjia Kangning Hospital increased significantly as compared with that of the same period last year. The business
of Pujiang Yining Hospital, Changchun Kanglin Psychological Hospital, Hangzhou Cining Hospital and Quzhou Yining
Hospital in the growth period maintained a steady growth trend. The Group implemented a regionalized management
model to fully leverage the effects of resource sharing and economies of scale. The four hospitals in Taizhou region
achieved a stable year-on-year growth. As the impact of the pandemic subsided and favorable adjustments were made
to local medical insurance policies, Shenzhen Yining Hospital, Huainan Kangning Hospital, Heze Yining Hospital and
Guanxian Yining Hospital were operating well and their profitability was recovered. In addition, the operations of Beijing
Yining Hospital have been significantly improved by introducing an advanced operation management team. During the
Reporting Period, the Group acquired 51% equity interest in Loudi Kangning Hospital, which has further expanded its
strategic network layout in the psychiatric field and enhanced its business scale and market competitiveness.

In the first half of 2023, the Group continued to steadily promote the business development of the elderly healthcare
sector, among which, the business of mature elderly hospitals such as Geriatric Hospital and Wenzhou Cining Hospital
remained stable. Pingyang Changgeng Yining Hospital and Yueqing Yining Hospital, acquired in August 2021 and
January 2022, respectively, recorded remarkable performance with a faster growth in revenue compared to that of the
same period last year, while the business development of Cangnan Yining Nursing Center and Wenzhou Ouhai Yining
Elderly Hospital was in line with expectations, as they were still in a ramp-up period.

>
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Management Discussion and Analysis

As of June 30, 2023, the number of the Group’s owned hospitals increased to 30 (December 31, 2022: 29), including
an independently established internet hospital (Yining Psychology Internet Hospital), and the number of operating beds
increased to 10,578 (December 31, 2022: 9,688).

In the first half of 2023, the Group actively implemented the concept of sustainable development and fulfilled its
corporate social responsibility. During the Reporting Period, the Group cooperated with the Psychiatry School of
Wenzhou Medical University (OO OO OOOOODOODO) to provide all-round and paired assistance to the Nanchong
Mental Health Center of Sichuan Province (0 00O OO0 OO0ODO), laying a foundation for the exchange and
cooperation in psychiatry between the East and the West. Public welfare teams were set up to support Tibet and
Guizhou for patients in remote areas who suffer from mental illness, and share medical resources with them to help
improve the level of local psychiatric medical services. Special funds were established with charity associations to help
impoverished mental patients, etc.

Looking ahead, the year 2023 is a key year for advancing the “National Health Planning for the 14th Five-Year Period”.
The state has put forward new requirements and pointed new directions for the development of medical and health care
initiative for the next five years, clarified the improvement of mental health care services, and encouraged the integration
of medical and health care services for the elderly as well as the development of health care industry. Combined with a
favorable environment in China that encourages developing medical institutions with social capital through a series of
policies, the Group will adhere to the principle known as “keeping righteousness and innovation while seeking progress
on top of stability (00 O 0O, 00O O)” to consistently optimize its business structure, deepen the development of the
medical business of owned hospitals, strengthen the industrial layout of mental health and elderly care, and further
enhance its core competitiveness. In the future, the Group will also focus on the development model integrating organic
growth and external expansion by making full use of the platform advantages and shareholder-related resources as a
listed company and actively carrying out capital operation to reward all shareholders with operating results, and strive
to start a new chapter of high-quality development for the Group.
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Management Discussion and Analysis

Financial Review

The Group recorded revenue of RMB777.9 million during the Reporting Period, representing an increase of 5.4% as
compared with that of the same period of 2022. Among them, the revenue from operating its owned hospitals amounted
to RMB728.7 million, representing an increase of 6.7% as compared with that of the same period of 2022. During the
Reporting Period, the gross profit margin of its owned hospitals was 24.9% (for the six months ended June 30, 2022:
26.5%). The overall gross profit of the Group increased to RMB201.5 million, representing an increase of 1.9% as
compared with that of the same period of 2022. During the Reporting Period, net profit attributable to Shareholders
of the Company amounted to RMB43.8 million, representing an increase of 12.8% as compared with that of the same
period of 2022.

Revenue and Cost of Revenue

The Group generates revenue mainly through the following three ways: (i) revenue from operating its owned hospitals; (ii)
revenue of other healthcare related businesses; and (iii) other revenue not related to healthcare business.

The table below sets forth a breakdown of total revenue for the periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Revenue from operating owned hospitals 728,692 683,079
Revenue from other healthcare related businesses 46,375 51,809
Other revenue not related to healthcare business 2,858 3,417

Total revenue 777,925 738,305

>
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Management Discussion and Analysis

Revenue and cost of revenue from operating its owned hospitals

Revenue from operating its owned hospitals consists of fees (“Billing Revenue”) charged for outpatient visits and
inpatient services at the Group’s various hospitals, which can be divided into treatment and general healthcare services
and pharmaceutical sales, as well as variable considerations for medical services provided by the Group, including
medical insurance settlement differences and loss of income from special medical services. The net amount after
deducting the variable considerations is recorded as operating revenue of the Group.

The table below sets forth a breakdown of the Billing Revenue of the Group’s owned hospitals adjusted to operating
revenue for the periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Billing Revenue from owned hospitals 744,197 689,629

Less:  medical insurance settlement differences 5,306 2,440

loss of income from special medical services® 10,199 4,110

Revenue from operating owned hospitals — net 728,692 683,079

Note:

1) Loss of income from special medical services refers to the estimated unrecoverable charges for offering medical services by the Group

to extremely deprived community members, below minimum living security patients who are impoverished due to iliness and other
persons with special difficulties stipulated by the people’s government at or above the county level (the “Patients in Need”) pursuant to
relevant policies.

For the Reporting Period, the Group’s Billing Revenue from its owned hospitals amounted to RMB744.2 million,
representing an increase of 7.9% as compared with that of the same period of 2022, which was mainly due to an
increase in treatment and general healthcare services revenue driven by higher outpatient visits and inpatient visits.
During the Reporting Period, loss of income from special medical services amounted to RMB10.2 million, representing a
increase of RMB6.1 million as compared with that of the same period of 2022.
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Management Discussion and Analysis

The table below sets forth a breakdown of our revenue, cost of revenue and gross profit for the Group’s owned hospitals
for the periods indicated:

For the six months ended June 30,

2023 2022
(RMB’000) (RMB’000)
(Unaudited) (Unaudited)
Treatment and general healthcare services
Revenue 587,219 542,043
Cost of revenue 400,882 365,916
Gross profit 186,337 176,127
Pharmaceutical sales
Revenue 156,978 147,586
Cost of revenue 146,610 136,141
Gross profit 10,368 11,445
Owned hospitals
Revenue 744,197 689,629
Cost of revenue 547,492 502,057
Gross profit 196,705 187,572

During the Reporting Period, revenue from operating the Group’s owned hospitals amounted to RMB744.2 million,
representing an increase of RMB54.6 million as compared with that of the same period of 2022, mainly due to the
increase in the revenue of Wenzhou Ouhai Yining Elderly Hospital, Yongjia Kangning Hospital, Yueqing Kangning
Hospital, Wenzhou Cining Hospital and Pingyang Changgeng Yining Hospital. During the Reporting Period, the gross
profit of the Group’s owned hospitals increased by 4.9% as compared with that of the same period of 2022, mainly due
to the increase in inpatient bed-days and average inpatient spending per bed-day.
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Management Discussion and Analysis

The table below sets forth a breakdown of Billing Revenue of the Group’s owned hospitals by inpatients and outpatients
for the periods indicated, with relevant operating data:

For the six months ended June 30,

2023 2022
(Unaudited) (Unaudited)
Inpatients
Inpatient bed as at period end 10,578 9,558
Effective inpatient service bed-day capacity 1,914,618 1,729,998
Utilization rate (%) 84.0 87.0
Number of inpatient bed-days 1,607,422 1,505,499
Treatment and general healthcare services revenue attributable to
inpatients (RMB'000) 553,572 513,773
Average inpatient spending per bed-day on treatment and
general healthcare services (RMB) 345 341
Pharmaceutical sales revenue attributable to inpatients (RMB'000) 84,197 74,837
Average inpatient spending per bed-day on pharmaceutical sales (RMB) 52 50
Total inpatient revenue (RMB’000) 637,769 588,610
Total average inpatient spending per bed-day (RMB) 397 391
Outpatients
Number of outpatient visits 250,648 225,032
Treatment and general healthcare services revenue attributable to
outpatients (RMB'000) 33,647 28,271
Average outpatient spending per visit on treatment and
general healthcare services (RMB) 134 126
Pharmaceutical sales revenue attributable to outpatients (RMB'000) 72,781 72,748
Average outpatient spending per visit on pharmaceutical sales (RMB) 291 323
Total outpatient revenue (RMB’000) 106,428 101,019
Total average outpatient spending per visit (RMB) 425 449
Total treatment and general healthcare services revenue (RMB’000) 587,219 542,044

Total pharmaceutical sales revenue (RMB’'000) 156,978 147,585
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Management Discussion and Analysis

During the Reporting Period, inpatient Billing Revenue amounted to RMB637.8 million, representing an increase of
8.4% as compared with that of the same period of 2022, primarily due to: (i) the number of the Group’s inpatient bed-
days increased by 6.8%, which was driven by the increase in the inpatient bed-days of Wenzhou Ouhai Yining Elderly
Hospital, Yongjia Kangning Hospital, Wenzhou Cining Hospital, Pingyang Changgeng Yining Hospital, and Yueqing
Yining Hospital; and (ii) the average inpatient spending per bed-day of the Group’s owned hospitals increased by 1.5%.
The proportion of inpatient Billing Revenue to Billing Revenue from owned hospitals was 85.7% (for the six months
ended June 30, 2022: 85.4%).

During the Reporting Period, outpatient Billing Revenue amounted to RMB106.4 million, representing an increase of
5.4% as compared with that of the same period of 2022, primarily due to the increase of outpatient visits by 11.4% and
the decrease in average outpatient spending per visit by 5.3%. The proportion of outpatient Billing Revenue to Billing
Revenue from owned hospitals was 14.3% (for the six months ended June 30, 2022: 14.6%).

During the Reporting Period, due to the increase of both inpatient and outpatient business of our owned hospitals,
Billing Revenue from treatment and general healthcare services increased by 8.3% as compared with that of the same
period of 2022, and increased to 78.9% of Billing Revenue from owned hospitals (for the six months ended June 30,
2022: 78.6%); Billing Revenue from pharmaceutical sales increased by 6.4% as compared with that of the same period
of 2022, accounting for 21.1% of Billing Revenue from owned hospitals (for the six months ended June 30, 2022:
21.4%), of which: the ratio of inpatient pharmaceutical sales to total inpatient Billing Revenue increased to 13.2% (for the
six months ended June 30, 2022: 12.7%), the ratio of outpatient pharmaceutical sales to total outpatient Billing Revenue
slightly decreased to 68.4% (for the six months ended June 30, 2022: 72.0%).

The cost of revenue of the Group’s owned hospitals primarily consisted of pharmaceuticals and consumables used,
employee benefits and expenses, depreciation of right-of-use assets, depreciation and amortization, canteen expenses
and testing fees. The table below sets forth a breakdown of the cost of revenue of the Group’s owned hospitals for the
periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Pharmaceuticals and consumables used 188,867 173,660
Employee benefits and expenses 208,780 179,347
Depreciation of right-of-use assets 17,993 19,839
Depreciation and amortization 49,033 50,657
Canteen expenses 32,373 28,668
Testing fees 10,630 11,798
Others 39,816 38,088

Cost of revenue of owned hospitals 547,492 502,057

>
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Management Discussion and Analysis

During the Reporting Period, the cost of revenue of the Group’s owned hospitals increased to RMB547.5 million,
representing an increase of 9.0% as compared with that of the same period of 2022. It was mainly due to: (i) the
increase of 8.8% in pharmaceuticals and consumables expenses relating to the increase of pharmaceutical sales
revenue; (ii) the increase of 16.4% in employee benefits and expenses arising from the increase in beds in the operation
of our owned hospitals; and (iii) depreciation of right-of-use assets decreased by 9.3% as compared with that of the
same period of 2022.

From the cost structure perspective, the proportion of pharmaceuticals and consumables used to the cost of revenue of
our owned hospitals decreased to 34.5% (for the six months ended June 30, 2022: 34.6%). The proportion of employee
benefits and expenses to cost of revenue of our owned hospitals increased to 38.1% (for the six months ended June 30,
2022: 35.7%). The proportion of the depreciation of right-of-use assets together with depreciation and amortization to
the cost of revenue of our owned hospitals was 12.2% (for the six months ended June 30, 2022: 14.1%).

Revenue from other healthcare related business

The revenue from other healthcare related business of the Group primarily includes revenue from sales of medical
devices, revenue from pharmaceutical sales outside the hospitals, revenue from social mental service and revenue from
healthcare information technology business, etc. During the Reporting Period, revenue from the other healthcare related
business of the Group amounted to RMB46.7 million, of which revenue from sales of pharmaceuticals and medical
devices outside the hospitals was RMB29.1 million (for the six months ended June 30, 2022: RMB37.7 million).

Gross Profit and Gross Profit Margin

During the Reporting Period, total gross profit of the Group on operating income basis amounted to RMB201.5 million,
representing an increase of 1.8% as compared with that of the same period of 2022. The gross profit of our owned
hospitals businesses amounted to RMB181.2 million, representing an increase of 0.1% as compared with that of the
same period of 2022. The table below sets forth a breakdown of the gross profit margin of different businesses for the
periods indicated:

For the six months ended June 30,

2023 2022

(Unaudited) (Unaudited)

Treatment and general healthcare services 29.9% 31.7%
Pharmaceutical sales 6.6% 7.8%
Owned hospitals businesses 24.9% 26.5%
Other businesses 41.3% 30.3%

Consolidated gross profit margin 25.9% 26.8%
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Management Discussion and Analysis

During the Reporting Period, consolidated gross profit margin of the Group decreased to 25.9% (for the six months
ended June 30, 2022: 26.8%), of which the gross profit margin of treatment and general healthcare services decreased
by 1.8 percentage points as compared with that of the same period of 2022. The gross profit margin of pharmaceutical
sales decreased by 1.2 percentage points as compared with that of the same period of 2022.

Tax and Surcharge

During the Reporting Period, the tax and surcharge of the Group amounted to RMB2.8 million (for the six months ended
June 30, 2022: RMB2.0 million).

Selling Expenses

During the Reporting Period, the selling expenses of the Group amounted to RMB7.8 million (for the six months ended
June 30, 2022: RMB6.1 million). The selling expenses accounted for 1.1% of the Group’s revenue from operating its
owned hospitals (for the six months ended June 30, 2022: 0.9%).

Administrative Expenses

During the Reporting Period, administrative expenses of the Group primarily consist of employee benefits and
expenses, depreciation and amortization, consultancy expenses, travelling expenses and other expenses. The table
below sets forth a breakdown of administrative expenses of the Group for the periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Employee benefits and expenses 55,922 52,917
Depreciation and amortization 13,474 11,246
Consultancy expenses 14,377 12,309
Travelling expenses 2,071 1,724
Others 16,080 16,698
Total administrative expenses 101,924 94,894

During the Reporting Period, the administrative expenses of the Group amounted to RMB101.9 million, representing
an increase of 7.4% as compared with that of the same period of 2022, mainly due to the payment of RMB4.6 million
related to independent investigations. During the Reporting Period, the proportion of the administrative expenses to the
revenue from operating owned hospitals of the Group was 14.0% (for the six months ended June 30, 2022: 13.9%).

>
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Management Discussion and Analysis

Research and Development Expenses

During the Reporting Period, the Research and Development Expenses of the Group mainly included clinical research,
information technology software development and internet hospital platform construction. The following table sets out
the breakdown of the Group’s research and development expenses for the periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Clinical Studies 9,691 9,646
Informatization Software Development 3,259 3,535
Construction of Internet Hospital Platform 1,982 1,868
Others 26 13
Total 14,958 15,062

During the Reporting Period, the Group’s research and development expenses amounted to RMB15.0 million (for the
six months ended June 30, 2022: RMB15.1 million), which was basically the same as the corresponding period in 2022.
The proportion of research and development expenses to the revenue from operating owned hospitals of the Group was
2.1% (for the six months ended June 30, 2022: 2.2%).
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Finance Expenses — Net
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Our finance income includes interest income from bank deposits, and the finance expenses include the foreign

exchange gains/losses, the borrowing interest expenses and the interest expense on lease liabilities. The table below

sets forth a breakdown of our financial income and expense for the periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Interest income -2,705 -1,699
Foreign exchange gains/losses -13 -44
Borrowing interest expenses 14,124 15,561
Interest expense on lease liabilities 5,058 7,239
Others 3,696 591
Finance expenses — Net 20,160 21,648

During the Reporting Period, the net finance expenses of the Group amounted to RMB20.2 million, representing a
decrease of RMB1.5 million as compared with that of the same period of 2022, of which, borrowing interest expense
decreased by 9.2% as compared with that of the same period of 2022, mainly due to the decrease in bank loans of the
Group. Interest expenses on lease liabilities decreased by RMB2.2 million as compared with that of the same period of

2022.

>
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Management Discussion and Analysis

Investment loss

Our investment loss consist of share of losses of investments accounted for using the equity method and gains arising
from disposal of long-term equity investment. The table below sets forth a breakdown of our investment loss for the
periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Share of losses of investments accounted for using the equity method -158 -1,672
Gains arising from disposal of long-term equity investment -38 1,393
-196 -279

During the Reporting Period, our investment loss amounted to RMB0.2 million. Among the said amount, there was
attributable investment loss of RMBO0.2 million accrued under the equity method.
Credit Impairment Losses

During the Reporting Period, credit impairment losses increased to RMB3.0 million (for the six months ended June 30,
2022: RMB2.7 million).
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Management Discussion and Analysis

Non-Operating Income and Non-Operating Expenses

Our non-operating income mainly consists of government grants and donations received income, and non-operating
expenses mainly consist of losses on scrapping of non-current assets, donation expenses, and expenses for medical
disputes. The table below sets forth a breakdown of our non-operating income and non-operating expenses for the
periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Government grants 232 1,167
Donations received 5,574 4,018
Other non-operating income 119 167
Non-operating income 5,925 5,352
Losses on scrapping of non-current assets 92 239
Donation expenses 1,235 1,419
Expenses for medical disputes 370 1,237
Other non-operating expenses 518 478
Non-operating expenses 2,215 3,373

During the Reporting Period, the non-operating income of the Group amounted to RMB5.9 million, representing an
increase of RMBO0.6 million as compared with that of the same period last year, mainly due to the donations received
increased by RMB1.6 million as compared with that of the same period last year. During the Reporting Period, the non-
operating expenses of the Group decreased to RMB2.2 million, which was mainly due to the decrease in expenses for
medical disputes by RMBO0.9 million as compared with that of the same period of 2022.

Income Tax Expense

During the Reporting Period, income tax expense decreased to RMB11.5 million (for the six months ended June
30, 2022: RMB19.1 million), representing a decrease of 39.9% as compared with that of the same period of 2022.
During the Reporting Period and for the six months ended June 30, 2022, our actual tax rate was 19.1% and 30.2%,
respectively.

>
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Management Discussion and Analysis

Financial Position

Inventory

As of June 30, 2023, inventory balances amounted to RMB54.8 million (as of December 31, 2022: RMB58.3 million),
mainly including the medical inventory and turnover materials.

Accounts Receivables

As of June 30, 2023, the balance of accounts receivables amounted to RMB400.8 million (as of December 31, 2022:
RMB382.8 million), representing an increase of 4.7% as compared with that of December 31, 2022, mainly due to the
increase in operational income of the Group’s owned hospitals.

During the Reporting Period, the accounts receivables turnover days of the Group were 91 days (for the six months
ended June 30, 2022: 90 days).

Other Receivables and Prepayments

As of June 30, 2023, other receivables and prepayments increased to RMB97.4 million (as of December 31, 2022:
RMB69.4 million).

Other Non-current Financial Assets

As of June 30, 2023, the balance of other non-current financial assets was RMB63.1 million (as of December 31, 2022:
RMB63.1 million).

Construction in progress

As of June 30, 2023, the balance of construction in progress was RMB221.9 million (as of December 31, 2022:
RMB152.5 million). During the Reporting Period, the constructions in progress were mainly the new construction project
of Lucheng Yining Hospital, the new construction project of Linhai Cining Hospital, the relocation project of Quzhou
Yining Hospital and the relocation project of Jinyun Shuning Hospital.

Right-of-use Assets

As of June 30, 2023, right-of-use assets decreased to RMB169.0 million (as of December 31, 2022: RMB190.4 million),
mainly due to the depreciation of right-of-use assets.

Accounts Payables

As of June 30, 2023, accounts payables increased to RMB88.1 million (as of December 31, 2022: RMB85.8 million).
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Receipts in Advance and Contract Liabilities

As of June 30, 2023, receipts in advance and contract liabilities increased to RMB37.9 million (as of December 31,
2022: RMB29.9 million).

Other Payables

As of June 30, 2023, other payables increased to RMB87.3 million (as of December 31, 2022: RMB72.2 million), mainly
due to a new pre-allocated COVID-19 relief fund of RMB23.3 million.

Liquidity and Capital Resources

The table below sets forth the information as extracted from the consolidated cash flow statements of the Group for the
periods indicated:

For the six months ended June 30,

2023 2022

(RMB’000) (RMB’000)

(Unaudited) (Unaudited)

Net cash generated from operating activities 113,591 55,974
Net cash used in investing activities -119,122 -164,454
Net cash generated from financing activities 9,790 194,881
Net increase in cash and cash equivalents 4,273 86,446

Net Cash Generated from Operating Activities

During the Reporting Period, net cash generated from operating activities amounted to RMB113.6 million, primarily
consisting of net profit of RMB48.7 million, adjustments of RMB3.0 million for credit impairment losses and asset
impairment losses and adjustments of RMB81.2 million for depreciation and amortisation of various assets. Changes in
working capital resulted in cash outflow of RMB33.5 million.

Net Cash Used in Investing Activities

During the Reporting Period, net cash used in investing activities amounted to RMB-119.1 million, primarily due to the
amount of RMB107.8 million for purchasing property, plant and equipment, primarily including, infrastructure investment
of Lucheng Yining Hospital, Quzhou Yining Hospital, Linhai Cining Hospital, Jinyun Shuning Hospital, and decoration of
Pingyang Changgeng Yining Hospital.
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Net Cash Generated from Financing Activities

During the Reporting Period, net cash generated from financing activities amounted to RMB9.8 million.

Significant Investment, Acquisition and Disposal

The Group had no significant investment, acquisition or disposal for the six months ended June 30, 2023.

As of the date of this interim report, the Group did not receive any specific plan with authorisation from the Board on
significant investment in or acquisition of capital assets.

Indebtedness

Bank Borrowings

As of June 30, 2023, the balance of bank borrowings of the Group amounted to RMB757.9 million (as of December
31, 2022: RMB616.5 million), primarily attributable to repayment of borrowings of RMB109.6 million and an increase in
borrowings of RMB251.0 million during the Reporting Period.

Contingent Liability

As of June 30, 2023, the Group had no contingent liability or guarantees that would have a material impact on the
financial position or operation of the Group.

Asset Pledge

During the Reporting period, the Group’s Wenzhou Kangning Hospital pledged property ownership certificates, namely
Wenfang Quanzheng Lucheng District No. 826751, Wenfang Quanzheng Lucheng District No. 826750, Zhe (2016)
Wenzhou Real Estate Rights No. 0010144, Zhe (2016) Wenzhou Real Estate Rights No. 0010142, and Zhe (2021)
Wenzhou Real Estate Rights No. 0081628, to China CITIC Bank Wenzhou Ouhai Sub-branch for obtaining a bank loan.
As of June 30, 2023, the balance of such pledged loan was RMB261.0 million.

Lease Liabilities

The lease liabilities of the Group primarily consist of operating lease arrangements. As of June 30, 2023, the present
values of unsettled lease payments under non-cancellable lease agreements, after deducting an amount of RMB25.0
million which is due within one year, were RMB150.2 million.



WENZHOU KANGNING HOSPITAL CO., LTD.
2023 INTERIM REPORT

Management Discussion and Analysis

Financial Instruments

Financial instruments of the Group consist of accounts receivable, other non-current financial assets, other receivables,
cash and cash equivalents, bank borrowings, accounts payable and other payables. The Company’s management
manages and monitors these risks to ensure effective measures are implemented in a timely manner.

Exposure to Fluctuation in Exchange Rates

The Group deposits certain of its financial assets in foreign currencies, which mainly involve risks of fluctuations in the
exchange rate of HKD against RMB. The Group is exposed to foreign exchange risks accordingly.

During the six months ended June 30, 2023, the Group has not used any derivative financial instruments to hedge
against its exposure to currency risks. The management of the Company manages the currency risks by closely
monitoring the movement of the foreign currency rates, and will consider hedging against significant foreign currency
exposures should such need arise.

Gearing Ratio

As of June 30, 2023, the Group’s gearing ratio (total liabilities divided by total assets) slightly decreased to 49.6% (as of
December 31, 2022: 49.7%), mainly due to an increase of bank borrowings.

Employees and Remuneration Policy

As of June 30, 2023, the Group had a total of 4,652 employees (as of December 31, 2022: 4,381 employees). During
the Reporting Period, employees’ remuneration (including salaries and other forms of employee benefits) amounted to
approximately RMB291.5 million (for the six months ended June 30, 2022: RMB245.3 million). The average employees’
remuneration is RMB125.3 thousand per year (including social insurance scheme and housing grant scheme borne by
the Group). The remuneration is determined with reference to the salary level in the same industry and the qualifications,
experience and performance of an employee.
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Equity Incentive Scheme

In order to fully mobilize the enthusiasm of senior management and core technical personnel of the Group, the Company
drafted the Equity Incentive Scheme for the Year 2018 of Wenzhou Kangning Hospital Co., Ltd. 1 00O OO0O0O0O
00002018000 0000 Q4 the “Equity Incentive Scheme”), which was considered and approved and adopted at
the annual general meeting of the Company for the year 2017 which has been convened on June 13, 2018. In order to
meet the requirements regarding capital certainty when the Company applies for the listing of its A Shares in the future,
on June 24, 2021, the proposal on further amendments to the Equity Incentive Scheme was considered and passed
(among others) in the meeting of the Board, and it was resolved to cancel the performance assessment requirements
and the Company'’s obligation to repurchase the unlocked incentive shares under the Equity Incentive Scheme. Unless
otherwise specified, capitalized terms used below shall have the same meanings as those defined in the announcement
of the Company dated May 29, 2018, the supplementary circular of the Company dated May 30, 2018, the circular of
the Company dated May 14, 2021, the announcement of the Company dated June 18, 2021 and the announcement of
the Company dated June 25, 2021.

In respect of the Equity Incentive Scheme, the participants of the first actual grant comprised a total of 165 people, with
1,818,529 incentive shares granted. The participants of the second phase of the actual grant comprised a total of 23
people, with 180,516 incentive shares granted. The participants (including connected people) of the third phase of the
actual grant comprised a total of 13 people, with 540,229 incentive shares granted. As of the date of this interim report,
a total of 8 participants exited, corresponding to a total of 79,274 incentive shares. As of the date of this interim report,
the participants of the actual grant under the Equity Incentive Scheme comprised 193 people, and 2,460,000 incentive
shares have been granted in total. The incentive shares granted accounted for 3.2976% of the total issued share capital
of the Company as of the date of this interim report. The incentive shares were unlocked at one time after 48 months
from the date of the grant, and the grant price was RMB10.47/share.

The details of the Equity Incentive Scheme are as follows:

(1) Purposes

The Equity Incentive Scheme has been formulated to further refine the corporate governance structure of the
Company, establish and optimise the Company’s long-term incentive and restraint mechanism, attract and
motivate professional management talents and core personnel, fully mobilize their enthusiasm and creativity,
effectively enhance core team cohesion and core corporate competitiveness, better mobilize the enthusiasm of
employees of the Group, and effectively integrate Shareholders’ interests, the Company’s interests and interests
of the core team members so that the parties will make joint efforts for the Company’s long-term development
and ensure the realization of the Company’s development strategy and operation objectives. The Equity Incentive
Scheme has been developed on the precondition of fully safeguarding Shareholders’ interests pursuant to the
principle of benefits being in proportion to contributions and in accordance with provisions of the relevant laws,
administrative regulations and regulatory documents including the Company Law and the Articles of Association.
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2) Scope of the Participants

(@)

(b)

Scope of the Participants
All Participants shall be employed in the Group and have signed labor contracts or employment contracts
with the Group during the appraisal period of the Equity Incentive Scheme.

Participants shall include the Directors, Supervisors, senior management of the Group (including the
general manager), core technical (business) personnel, and other persons who, in the opinion of the
Board, shall be incentivized, and the Board shall determine the Participants and the amount of equity
to be granted within 36 months upon consideration and approval of the Equity Incentive Scheme at a
general meeting.

List of the Participants under the Equity Incentive Scheme
The specific list and subscribed capital contribution of the Participants shall be selected and assessed by
the Board.

3) Description of equity to be granted under the Equity Incentive Scheme

(@)

(b)

(©)

Form of equity to be granted under the Equity Incentive Scheme

The Company will set up the employees’ shareholding platform through the formation of a limited
partnership, and the employees’ shareholding platform will hold the Incentive Shares for and on behalf of
the Participants. When Incentive Shares are granted to the Participants, the Participants shall subscribe
for corresponding interests in the limited partnership and contribute capital at the grant price, and
indirectly become a Shareholder of the Company. The Participants are prohibited from transferring,
pledging or otherwise disposing their respective Incentive Shares during the lock-up period. Incentive
Shares to be granted to the Participants are entitled to the corresponding rights upon registration,
including but not limited to dividend distribution and voting rights. The aforementioned rights are not
subject to lock-up period. Upon the expiry of the lock-up period, unless otherwise agreed, Participants
who have fulfilled the unlocking conditions can dispose the unlocked Incentive Shares by transferring
their respective interests in the Partnership.

Source and category of the Shares subject to the equity to be granted under the Equity Incentive Scheme
The Incentive Shares under the Equity Incentive Scheme comprise the non-tradable and non-listed
Domestic Shares to be issued to the employees’ shareholding platform by the Company.

Amount of equity to be granted under the Equity Incentive Scheme and its percentage of the total share
capital of the Company

Participants are proposed to be granted up to 2,460,000 Shares under the Equity Incentive Scheme,
representing 3.30% of the Company’s total share capital as at the date of this interim report, and
accounting for 4.45% of the total number of non-tradable and non-listed Domestic Shares.
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“4)

®)

Validity period, locked-up period and unlocking period arrangement of the Equity Incentive Scheme

(@)

(b)

(©)

Validity period of the Equity Incentive Scheme

The validity period of the Equity Incentive Scheme shall be 10 years from the date of approval at the
annual general meeting for the year 2017 (i.e. April 26, 2018), unless it is terminated in accordance with
the relevant provisions of the Equity Incentive Scheme.

Locked-up period of the Equity Incentive Scheme
The locked-up period of the Incentive Shares granted to the Participants is 48 months, calculated from
the date the Participants are granted the Incentive Shares.

Unlocking period arrangement of the Equity Incentive Scheme

Incentive Shares under the first grant shall be unlocked in one go after 48 months (June 28, 2022) from
the date of the first grant (June 29, 2018); Incentive Shares under the reserved grant shall be unlocked
concurrently with those under the first grant unless the circumstances are exceptional where the
amendment plan shall be made under the Equity Incentive Scheme.

Granting procedures of the Equity Incentive Scheme

@0

(ii)

(i)

(iv)

v)

The general partner of the Partnership and the Participants shall sign the Partnership agreement to
stipulate the rights and obligations of both parties.

The Company will issue the “Demand Note” to the Participants on the Grant Date.

The Participants will sign the “Demand Note” and return one of the originals to the Company.

Within the period specified by the Company, the Participants will pay the funds used to subscribe for
Incentive Shares (calculated based on the grant price) to the accounts designated by the Company
according to the requirements of the Company.

The Company will prepare a management register of the Equity Incentive Scheme according to the
entering into of agreements and subscription by the Participants, setting out names of Participants,
numbers of Shares granted, grant date, amount of payment and the sequential number of Partnership
agreements, etc.
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(6) Grant Price of the Equity Incentive Shares and basis for determination

(@)

(b)

(©)

Grant Price of the Equity Incentive Shares The Grant Price of the Incentive Shares under the first grant
shall be RMB10.47 per Share; The Grant Price of the Incentive Shares under the reserved grant shall be
RMB10.47 per Share.

Basis for determination on the Grant Price of the Equity Incentive Shares

Based on the fundamental purpose of promoting the development of the Company and safeguarding
the interests of Shareholders, the Grant Price RMB10.47 of Equity Incentive Shares under the Incentive
Scheme has been determined in accordance with the principle of “incentives with emphasis and

effectiveness (0 0 0 0O 0O 0O 0O O O)” and with comprehensive reference to the following factors:

0] As at the date of the approval of the Equity Incentive Shares by the Board (i.e. May 29, 2018), the
trading price of the Company’s H Shares was approximately HK$40.00 per Share (equivalent to
approximately RMB32.50 per Share); and

(i) the number of Equity Incentive Shares granted this time and the incentive effects.

Grant Price of the Equity Incentive Shares at a discount or premium

The Grant Price of the Incentive Shares under the Incentive Scheme represents approximately 32.22% of
the aforementioned trading price of the Company’s H Shares, that is RMB10.47 per Share.

For the six months ended June 30, 2023, the changes in the Incentive Shares granted under the Equity Incentive

Scheme are as follows:

Balance of Balance of Vested Balance of
Closing Price  Vesting Incentive Shares Incentive Shares Granted  (Unlocked)  Cancelled Lapsed Incentive Shares
before the  Date Grant Grantedbutnot  Grantedand ~ duringthe  duringthe  duringthe  during the Granted but not
Dateof  Dateof Grant (Unlocking Price Vestedasat ~ Vestedasat ~ Repoting  Reporting  Reporing  Reporting  Vested as at
Name of Grantee Grant (HKD) Date) (RMB)  January 1,2023 January 1, 2023 Period Period Period Period  June 30, 2023
Director
Ms. WANG Lianyue June 18, 3595 June 28, 1047 - 248,328 - - - - -
2021 2022
Supervisor
Mr. XIE Tiefan June 18, 3595 June 28, 1047 - 4,776 - - - - -

2021

2022
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Balance of Balance of Vested Balance of
Closing Price  Vesting Incentive Shares Incentive Shares Granted  (Unlocked)  Cancelled Lapsed Incentive Shares
hefore the  Date Grant Grantedbutnot ~ CGrantedand ~ duringthe  duringthe  duringthe  during the Granted hut not
Dateof  Date of Grant (Unlocking Price Vestedasat  Vestedasat ~ Reporing  Reporting ~ Reporting ~ Reporting  Vested as at
Name of Grantee Grant (HKD) Date) (RMB)  January 1,2023 January 1, 2023 Period Period Period Period  June 30, 2023
Others
Mr. XU Yi (spouse of June 18, 3595 June 28, 1047 - 28,653 - - - - -
Ms. WANG Hongyue) 2021 2022
Ms. WANG Hongyue June 18, 35.95 June 28, 1047 - 95,511 - - - - -
(younger sister of 2021 2022
Ms. WANG Lianyue)
Ms. WANG Biyu (niece of  June 18, 3595 June 28, 1047 - 4776 - - - - -
Ms. WANG Lianyue and 2021 2022
Ms. WANG Hongyue)
Ms. XU Qunyan (younger  June 18, 35,95 June 28, 10.47 - 4776 - - - - -
sister of Mr. XU Yi) 2021 2022
Mr. GUAN Weilu June 18, 3595 June 28, 1047 - 19,102 - - - - -
(younger brother of 2021 2022
Mr. GUAN Weili
Mr. SUN Fangjun June 18, 35.95 June 28, 1047 - 14,327 - - - - -
2021 2022
Mr. SUN Hongbo (nephew  June 18, 35.95 June 28, 1047 - 30,563 - - - - -
of Ms. WANG Lianyue 2021 2022
and Ms. WANG
Hongyue)
Ms. ZHANG Linghui June 18, 35.95 June 28, 1047 - 4,776 - - - - -
(sister-in-law of 2021 2022
Mr. GUAN Weili
Senior management August 20, 38.80 June 28, 1047 - 133,715 - - - - -
2018 2022
Core technical personnel  August 20, 38.80 June 28, 1047 - 1,684,814 - - - - -
2018 2022
August 26, 36.00 June 28, 1047 - 142,311 - - - - -
2019 2022
Other employees (tofal) ~ August 26, 36.00 June 28, 1047 - 38,204 - - - - -
2019 2022
Total - 2,454,632 - - - - -

Employees Training Program

During the Reporting Period, the employee training program of the Company remained unchanged. For relevant
information, please refer to the “Employee Training Program” of the Company’s 2022 annual report.
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CORPORATE GOVERNANCE

Save as disclosed below, during the Reporting Period and up to the date of this interim report, the Company has
complied with all code provisions in the CG Code.

From March 10, 2023, Mr. ZHAO Xudong (“Mr. Zhao”) has no longer served as an independent non-executive Director
and ceased to act as the chairman of the Remuneration Committee, and a member of the Nomination Committee of
the Company due to retirement and personal health reasons. Following the resignation of Mr. Zhao, the number and
composition of the independent non-executive Directors of the Company did not meet the following requirements of
the Hong Kong Listing Rules that: (i) the Board shall include at least three independent non-executive directors under
Rule 3.10 of the Hong Kong Listing Rules; (ii) the remuneration committee shall be chaired by an independent non-
executive director under Rule 3.25 of the Hong Kong Listing Rules; and (iii) the members of the nomination committee
shall comprise a majority of independent non-executive directors under Rule 3.27A of the Hong Kong Listing Rules.
On March 10, 2023, the Board considered and approved the nomination of Ms. JIN Ling (“Ms. Jin”) as a candidate
for an independent non-executive Director, and the chairman of the Remuneration Committee and a member of the
Nomination Committee of the Company. The proposed election of Ms. Jin as an independent non-executive Director
was approved by the Shareholders at the annual general meeting for the year 2022 of the Company on June 9, 2023.
Since then, the Company has complied with the relevant requirements of Rules 3.10, 3.25 and 3.27A 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 its Directors’ and Supervisors’
transactions on the Company’ s securities. Based on specific enquiries to all Directors and Supervisors, the Directors
and the Supervisors have complied with the requirements set out in the Model Code during the period from January 1,
2023 to June 30, 2023 and up to the date of this interim report.

The Company minimizes the scope of insiders before publication of such inside information. 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. The Company will file relevant information of such employees,
including but not limited to the inside information, personal identity, securities account, the department such employees
serve and their responsibilities, for Company’s internal check and relevant regulatory authorities’ inquiries. If such
employees violate relevant laws and regulations, the Company will make the punishment decisions or transfer them to
the judicial organs for handling in accordance with the law, in accordance with the seriousness of the case.

ACCOUNTING STANDARDS

The Company has been applying the China Accounting Standards for Business Enterprises since the financial year of
2017, and has complied with the disclosure requirements required in the Companies Ordinance (Chapter 622 of the
laws of Hong Kong) (the “Companies Ordinance”).
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ACCOUNTING POLICIES

The financial statements are prepared in accordance with the Accounting Standard for Business Enterprises — Basic
Standard and specific accounting standards and relevant rules issued by the Ministry of Finance of the PRC (the “Ministry
of Finance”) on February 15, 2006.

The financial statements are prepared and has disclosed relevant financial information in accordance with the
requirements of the Accounting Standard for Business Enterprises No. 32 — Interim Financial Report issued by the
Ministry of Finance. The Group’s accounting policies applied in preparing the financial statements are consistent with
those policies applied in the financial statements for the year ended 2022. The interim financial statements shall be read
together with the financial statements for the year ended 2022 of the Group.

The financial statements are prepared on a going concern basis. The new Hong Kong Companies Ordinance became
effective in March 3, 2014. Certain related matters in the financial statements have been disclosed according to
requirements of the Hong Kong Companies Ordinance.

AUDIT COMMITTEE AND REVIEW OF THE INTERIM REPORT AND THE
INTERIM RESULTS

The Company established the Audit Committee in compliance with Rule 3.21 and Rule 3.22 of the Hong Kong Listing
Rules and with written terms of reference in compliance with the CG Code and the roles and the responsibilities
delegated to the Audit Committee by the Board. As of June 30, 2023, the Audit Committee consists of two independent
non-executive Directors, Ms. ZHONG Wentang (the chairman of the Audit Committee) and Ms. JIN Ling, and one non-
executive Director, Mr. LI Changhao. The Audit Committee has reviewed this interim report and the Group’s unaudited
financial information for the six months ended June 30, 2023 and confirms that the applicable accounting principles,
standards and requirements have been complied with, and that adequate disclosures have been made.

INTERIM DIVIDEND

The Board recommends the payment of the Proposed Interim Dividend. The Company will adopt the method of
cash dividend to distribute cash dividends to its Shareholders for its Proposed Interim Dividend, calculated based
on 74,600,300 issued Shares of the Company as at June 30, 2023, of RMB1 (tax-inclusive) per 10 Shares, the total
proposed cash dividends to be distributed is RMB7,460,030 (tax-inclusive), representing -86.0% of the net profit of
the parent company during the Reporting Period. The Proposed Interim Dividend will be denominated and declared
in RMB. The holders of Domestic Shares will be paid in RMB and the holders of H Shares will be paid in Hong Kong
dollars. The exchange rate for the Proposed Interim Dividend to be paid in Hong Kong dollars will be the mean of the
exchange rates of Hong Kong dollars to RMB as announced by the People’s Bank of China during the five business
days prior to the date of declaration of the Proposed Interim Dividend (i.e. the date of convening the extraordinary
general meeting of the Company). The proposal for payment of 2023 interim dividend is subject to the consideration
and approval at the general meeting of the Company.
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Subject to the approval of the Proposed Interim Dividend by the Shareholders at the forthcoming extraordinary general
meeting, the expected payment date of the Proposed Interim Dividend shall be no later than November 30, 2023. The
Company will, in due course, announce the date of the extraordinary general meeting, the time of the closure of the
register of members of the H Shares for the purpose of determining the list of Shareholders entitled to attend and vote at
the extraordinary general meeting and to qualify for the Proposed Interim Dividend.

In accordance with the Enterprise Income Tax Law of the People’s Republic of China (0000000000 O0O0O)
and its implementation regulations which came into effect on January 1, 2008, the Company is required to withhold
and pay enterprise income tax at the rate of 10% on behalf of the non-resident enterprise Shareholders whose names
appear on the register of members for H Shares when distributing the cash dividends. Any H Shares not registered
under the name of an individual Shareholder, including HKSCC Nominees Limited, other nominees, agents or trustees,
or other organizations or groups, shall be deemed as Shares held by non-resident enterprise Shareholders. Therefore,
enterprise income tax shall be withheld from dividends payable to such Shareholders. If holders of H Shares intend to
change its Shareholder status, please enquire about the relevant procedures with the agents or trustees. The Company
will strictly comply with the law or the requirements of the relevant government authority and withhold and pay enterprise
income tax on behalf of the relevant Shareholders based on the register of members for H Shares as of the Record
Date.

If the individual holders of H Shares are Hong Kong or Macau residents or residents of the countries which had an
agreed tax rate of 10% for the cash dividends paid to them with the PRC under the relevant tax agreements, the
Company should withhold and pay individual income tax on behalf of the relevant Shareholders at a rate of 10%. Should
the individual holders of H Shares be residents of the countries which had an agreed tax rate of less than 10% with
the PRC under the relevant tax agreement, the Company shall withhold and pay individual income tax on behalf of the
relevant Shareholders at a rate of 10%. In this case, if the relevant individual holders of H Shares wish to reclaim the
extra amount withheld due to the application of 10% tax rate, the Company can apply for it on behalf of the holders
according to the relevant agreed preferential tax treatment. The relevant Shareholders shall submit the evidence
required by the notice of the tax agreement to Computershare Hong Kong Investor Services Limited. The Company will
assist with the tax refund after the approval of the competent tax authority. Should the individual holders of H Shares
be residents of the countries which had an agreed tax rate of over 10% but less than 20% with the PRC under the tax
agreement, the Company shall withhold and pay the individual income tax on behalf of the holders at the agreed actual
rate in accordance with the relevant tax agreement. In the case that the individual holders of H Shares are residents of
the countries which had an agreed tax rate of 20% with the PRC under the tax agreement, or which has not entered into
any tax agreement with the PRC, or otherwise, the Company shall withhold and pay the individual income tax on behalf
of the holders at a rate of 20%.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

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

CHANGE IN DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

On March 10, 2023, due to his retirement and personal health reasons, Mr. ZHAO Xudong ceased to act as an
independent non-executive Director of the Company, the chairman of the Remuneration Committee and a member of
the Nomination Committee.

At the annual general meeting for the year 2022 of the Company on June 9, 2023, Mr. GUAN Weili and Ms. WANG
Lianyue were re-elected as executive Directors of the fourth session of the Board and Mr. WANG Jian was appointed
as an executive Director of the fourth session of the Board; Mr. QIN Hao and Mr. LI Changhao were re-elected as non-
executive Directors of the fourth session of the Board; Ms. ZHONG Wentang was re-elected as an independent non-
executive Director of the fourth session of the Board, and Ms. JIN Ling and Mr. CHAN Sai Keung Hugo were elected as
independent non-executive Directors of the fourth session of the Board. The terms of office of the aforesaid executive
Directors, non-executive Directors and independent non-executive Directors took effect from June 9, 2023.

On June 9, 2023, due to the expiration of his term of office, Mr. LIU Ning retired as an independent non-executive
Director of the Company, chairman of the Nomination Committee and members of the Audit Committee and the
Remuneration Committee.
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CHANGE IN DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVES’
BIOGRAPHICAL DETAILS

Set out below are the changes in the Directors’, the Supervisors’ and the chief executives’ biographical details between
the period of January 1, 2023 to June 30, 2023 and up to the date of this interim report, which are required to be
disclosed pursuant to Rule 13.51B of the Hong Kong Listing Rules:

Position held at other members of the Group and term of office
Positions held

Name Members of the Group at members of the Group  Term of office

WANG Lianyue Changchun Kanglin Psychological Hospital Co., Ltd. ~ Chairman From May 2023 to present

WANG Jian Changchun Kanglin Psychological Hospital Co., Ltd. ~ Director From May 2023 to present
Beijing Yining Hospital Co., Ltd. Director, Manager From February 2023 to present
Longquan Kangning Hospital Co., Ltd. Executive Director, From February 2023 to present

General manager
JIN Hui Pingyang Changgeng Yining Hospital Co., Ltd. Supervisor From January 2023 to present

Save as disclosed above, the Company is not aware of other changes in the Directors’, the Supervisors’ or the chief
executives' biographical details which are required to be disclosed pursuant to Rule 13.51B of the Hong Kong Listing
Rules.
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DISCLOSURE OF INTERESTS

Directors’, Supervisors’ and Chief Executives’ Interests in Securities

As of June 30, 2023, the interests and short positions of the Directors, the Supervisors and the chief executives of
the Company in the Shares, underlying Shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as notified to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he/she is 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:

Approximate

Approximate Percentage of

Total Percentage in the Company's

Number of Shares of Total Issued

Name of Directors Class of Shares Nature of Interest Number of Shares Shares  the Same Class® Shares Capital®

Mr. GUAN Weili@ Domestic Shares Beneficial owner 18,350,250(L) 22,044,750(L) 39.89% 29.55%
Interest of spouse 3,694,500(L)

Ms. WANG Lianyue® Domestic Shares Beneficial owner 3,694,500(L) 22,044,750(L) 39.89% 29.55%
Interest of spouse 18,350,250(L)

Mr. WANG Jian Domestic Shares Beneficial owner 100,000(L) 100,000(L) 0.18% 0.13%

Mr. XU Yongjiu® Domestic Shares Interest in a controlled 4,540,000(L) 4,540,000(L) 8.22% 6.09%

corporation

Notes:

Lo Long position

1) The shareholding percentages are calculated on the basis of 55,260,000 Domestic Shares and 19,340,300 H Shares (an aggregate of
74,600,300 Shares) issued by the Company as of June 30, 2023.

2) Mr. GUAN Weili is the spouse of Ms. WANG Lianyue and therefore, Mr. GUAN Weili is deemed to be interested in the Domestic Shares
held by Ms. WANG Lianyue, and Ms. WANG Lianyue is deemed to be interested in the Domestic Shares held by Mr. GUAN Weili by
virtue of Part XV of the SFO.

3) Mr. XU Yongijiu holds 50% equity interest in Shanghai Jinxi Enterprise Management Center (Limited Partnership) and Shanghai Jinxi
Enterprise Management Center (Limited Partnership) is a general partner of Wenzhou Jinning Equity Investment Partnership (Limited
Partnership). Therefore, by virtue of Part XV of the SFO, Mr. XU Yongjiu is deemed to be interested in all the Domestic Shares held by
the above partnerships in the Company.
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Save as disclosed above, as of June 30, 2023, to the knowledge of the Board, none of the Directors, the Supervisors
or the chief executives of the Company had any interests or short positions in the Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which were
required to be: (i) notified to the Company and the Hong Kong Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which the Directors, the Supervisors and the chief executives of
the Company were taken or deemed to have under such provisions of the SFO); (ii) recorded in the register kept by
the Company pursuant to Section 352 of the SFO; or (iii) notified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code.

Interests of Substantial Shareholders

As of June 30, 2023, according to the register kept by the Company pursuant to Section 336 of the SFO and so far as
is known to, or can be ascertained after reasonable enquiry by the Directors, the following person/entity (other than the
Directors, the Supervisors or the chief executives of the Company) had an interest or short position 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:

Approximate

Approximate Percentage of

Percentage in the Company’s

Shares of the Total Issued

Name Class of Shares Nature of Interest Number of Shares Same Class® Shares Capital®

Central Enterprises Rural Industry Investment Fund Co., Ltd. Domestic Shares ~ Beneficial owner 7,466,666(L) 1351% 10.00%

(bOOD0COODDOOCDOnoD)

Shanghai Jinxi Enterprise Management Center (Limited Partnership) Domestic Shares ~ Interest in a controlled 4,540,000(L) 8.22% 6.09%
(000000000000000)@ corporafion

FAN Yin® Domestic Shares ~ Interestin a controlled 4,540,000(L) 8.22% 6.09%
corporation

SUN Jian® Domestic Shares ~ Interestin a controlled 4,540,000(L) 8.22% 6.09%

corporation
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Approximate
Approximate Percentage of
Percentage in the Company’s
Shares of the Total Issued
Name Class of Shares Nature of Interest Number of Shares Same Class® ~ Shares Capital®
Shanghai Jinpu Jianfu Equity Investment Management Co., Ltd. Domestic Shares ~ Interestin a controlled 4,540,000(L) 8.22% 6.09%
(0000000000000000) corporation
Wenzhou Jinning Equity Investment Partnership (Limited Partnership) Domestic Shares ~ Beneficial owner 4,540,000(L) 8.22% 6.09%
(000DOO0O00DDomOoooO)e
XU Yi® Domestic Shares  Interest of spouse 5,785,350(L) 10.47% 7.76%
Shanghai Tanying Investment LP. (0000000000000 0))® Domestic Shares ~ Beneficial owner 4,519,003(L) 8.18% 6.06%
Shanghai Lejin Investment LP. (0000000000000 00))® Domestic Shares ~ Interestin a controlled 4519,003(L) 8.18% 6.06%
corporation
LINLijun (DO D) Domestic Shares ~ Interestin a controlled 6,506,309(L) 1L71% 8.72%
corporation
Shanghai Loyal Valley Investment Management Co., Limited Domestic Shares  Interestin a controlled 6,506,309(L) 1177% 8.72%
(00O00DOOODOOD) (formally know as Shanghai Shenge corporation
Investment Management Co,, Ltd.)*
Wind Information Co., Ltd. (JOOC0O0000CDO) Domestic Shares ~ Interest in a controlled 3,333,000(L) 6.03% 4.47%
corporation
Shanghai Hehuayuan Enterprise Management Center (Limited Partnership) — Domestic Shares ~ Interestin a controlled 3,333,000(L) 6.03% 4.47%
(oooooooooOomoooo) corporation
Wind Impact Equity Investment (Jiaxing) Partnership (Limited Partnership) ~ Domestic Shares ~ Beneficial owner 3,333,000(L) 6.03% 4.47%
(0000000000 00mooooooony)
Qingdao Jinshi Haorui Investment Co., Lid. (D00 000000000)®  Domestic Shares  Beneficial owner 2,780,000(L) 5.03% 3.73%
Jinshi Investment Co., Ltd. (DO OO0 OOOD)® Domestic Shares ~ Interestin a controlled 2,780,000(L) 5.03% 3.73%
corporation
OrbiMed Advisors LLC H Shares Investment manager 1,454,000(L) 7.52% 1.95%
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Approximate
Approximate Percentage of
Percentage in the Company’s
Shares of the Total Issued
Name Class of Shares Nature of Interest Number of Shares Same Class® ~ Shares Capital®
OrhiMed Capital LLC H Shares Investment manager 2,150,900(L) 11.12% 2.88%
OrhiMed Partners Master Fund Limited H Shares Beneficial owner 1,279,900(L) 6.62% 1.72%
OrbiMed Partners I, L.P. H Shares Beneficial owner 1,052,000(L) 5.44% 141%
UBS Group AG H Shares Interest in a controlled 1,029,400(L) 5.32% 1.38%
corporation
ZOUHali (0OO) H Shares Beneficial owner 1,680,000(L) 8.69% 2.25%
WANG Hongyue® Domestic Shares ~ Beneficial owner 3,984,350(L) 10.46% 7.76%
Interest in a controlled 1,802,000(L)
corporafion
H Shares Beneficial owner 309,000(L) 1.60% 0.41%

Notes:
Lo Long position

1) The shareholding percentages are calculated on the basis of 55,260,000 Domestic Shares and 19,340,300 H Shares (an aggregate of
74,600,300 Shares) issued by the Company as of June 30, 2023.

2) FAN Yin holds 50% equity interest in Shanghai Jinxi Enterprise Management Center (Limited Partnership) (0 000000000000
0 0)) and Shanghai Jinxi Enterprise Management Center (Limited Partnership) (0O 0O OO OO OO0 O OO O)) is a general partner
of Wenzhou Jinning Equity Investment Partnership (Limited Partnership) (0000000 O0O0O0O0O0000O00O0O)). SUN Jian holds
33.94% equity interest in Wenzhou Jinning Equity Investment Partnership (Limited Partnership) (00 0000000000000 0O0O)).
Shanghai Jinpu Jianfu Equity Investment Management Co., Ltd. (0000000000000 OO O)is a general partner of Wenzhou
Jinning Equity Investment Partnership (Limited Partnership). Therefore, by virtue of Part XV of the SFO, FAN Yin, Shanghai Jinxi
Enterprise Management Center (Limited Partnership) (000000 OO OO0 O OO O)), SUN Jian and Shanghai Jinpu Jianfu Equity
Investment Management Co., Ltd. (000 0000000000000 O) were deemed to be interested in all the Domestic Shares held
by Wenzhou Jinning Equity Investment Partnership (Limited Partnership) (D0 0000000000000 0OO)) in the Company.

?3) Shanghai Lejin Investment L.P. (00000000000 OO O O)) holds 99.99% equity interest in Shanghai Tanying Investment L.P. (O
00000000000 000)). Therefore, by virtue of Part XV of the SFO, Shanghai Lejin Investment LP. (000000000000
00 0))is deemed to be interested in all the Domestic Shares held by Shanghai Tanying Investment L.P. (0000000000000
0 0)) in the Company.
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®)

(6)

Shanghai Loyal Valley Investment Management Co., Limited (0000000000 0ODOO) (formally know as Shanghai Shenge
Investment Management Co., Ltd. (U 00000000 OO0DO)) is a general partner of Shanghai Qiangang Investment Management
Partnership (L.P.) (0000000000 OOOO0OOD)) and Shanghai Tanying Investment LP. (000000000 OOOOOO)).
Therefore, by virtue of Part XV of the SFO, Shanghai Loyal Valley Investment Management Co., Limited is deemed to be interested in all
the Domestic Shares held by Shanghai Qiangang Investment Management Partnership (L.P.) (0000000000000 0O0O0O0O))
(which directly holds 1,987,356 Domestic Shares of the Company) and Shanghai Tanying Investment L.P. (0000000000000
0 0)) in the Company.

Qingdao Jinshi Haorui Investment Co., Ltd. (00 00O OO OO 0O 0O O 0O) is wholly held by Jinshi Investment Co., Ltd. (DO OO OO OO).
Therefore, Jinshi Investment Co., Ltd. (D00 0000 O O) is deemed to be interested in the Domestic Shares held by Qingdao Jinshi
Haorui Investment Co., Ltd. (00000000 OO OO) in the Company by virtue of Part XV of the SFO.

Ms. WANG Hongyue is the general partner of Ningbo Xinshi Kangning Investment Management L.P. and Ningbo Enci Kangning
Investment Management Partnership (Limited Partnership) and holds approximately 50.62% and 37.10%, respectively, in such
management partnerships, both of which are limited partnerships. Therefore, by virtue of Part XV of the SFO, Ms. WANG Hongyue is
deemed to be interested in all the Domestic Shares held by the above management partnerships in the Company. Mr. XU Yi is the
spouse of Ms. WANG Hongyue. Mr. XU Yi is deemed to be interested in the Domestic Shares held by Ms. WANG Hongyue by virtue of
Part XV of the SFO.

Save as disclosed above, as at June 30, 2023, to the knowledge of the Directors, no other person (other than a Director,
a Supervisor or chief executive of the Company) had, or was 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 register kept by the Company pursuant to Section 336 of the SFO.

By order of the Board
Wenzhou Kangning Hospital Co., Ltd.
Chairman
GUAN Weili

Zhejiang, the PRC
September 4, 2023
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June 30, December 31,

ASSETS Note IV 2023 2022
Current assets:

Cash at bank and on hand 0] 274,955,934.62 271,094,962.97

Settlement deposits

Placements with banks and other financial institutions

Financial assets held for trading (i) 10,641,026.00 10,641,026.00

Derivative financial asset

Notes receivable 1,189,300.00

Accounts receivable (iii) 400,828,302.04 382,836,690.89

Receivables financing

Advances to suppliers (iv) 20,409,523.35 32,201,223.97

Premium receivable

Reinsurance accounts receivable

Provision for reinsurance contract receivable

Other receivables (v) 76,961,684.60 37,195,219.68

Financial assets purchased for resale

Inventories (vi) 54,773,611.48 58,331,397.37

Contract assets

Assets held for sale

Current portion of non-current assets

Other current assets (vii) 924,988.30 752,324.77

Total current assets

840,684,370.39

793,052,845.65
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June 30, December 31,

ASSETS Note IV 2023 2022
Non-current assets:

Granted loans and advances

Debt investments

Other debt investments

Long-term accounts receivable (viii) 14,000,000.00 14,000,000.00

Long-term equity investments (ix) 145,369,242.92 143,546,246.10

Investments in other equity instruments

Other non-current financial assets (x) 63,116,852.05 63,116,852.05

Investment properties

Fixed assets (xi) 682,239,468.30 695,020,440.79

Construction in progress (xii) 221,901,010.33 152,497,399.68

Productive biological assets

Oil and gas assets

Right-of-use assets (xiii) 169,025,623.30 190,403,751.58

Intangible assets (xiv) 292,999,339.13 254,684,348.50

Development expenditure

Goodwill (xv) 108,087,642.50 107,655,738.49

Long-term prepaid expenses (xvi) 173,956,778.60 189,586,338.87

Deferred tax assets (xvii) 29,996,702.31 20,682,398.07

Other non-current assets (xviii) 2,855,658.36 13,541,047.21

Total non-current assets

1,903,548,317.80

1,844,734,561.34

Total assets

2,744,232,688.19

2,637,787,406.99

The accompanying notes form an integral part of these financial statements.

Legal representative:
GUAN Weili

Principal in charge of accounting:
JIN Hui

Head of accounting department:
WANG Minhui
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June 30, December 31,

LIABILITIES AND SHAREHOLDERS' EQUITY Note IV 2023 2022
Current liabilities:

Short-term borrowings (xix) 271,000,000.00 203,000,000.00

Borrowings from the central bank

Placements from banks and other financial institutions

Financial liabilities held for trading (xx) 13,922,929.38 13,922,929.38

Derivative financial liabilities

Notes payable (xxi) 174,060.00 997,944.00

Accounts payable (xxii) 88,071,694.20 85,773,061.53

Receipts in advance (xxiii) 37,899,303.21 29,894,836.50

Contract liabilities

Financial assets sold under repurchase agreements

Receipt of deposits and deposits from other banks

Funds received as agent of stock exchange

Funds received as stock underwriter

Employee benefits payable (xxiv) 62,308,900.01 70,558,349.71

Taxes payable (xxv) 28,695,580.66 33,507,164.16

Other payables (xxvi) 87,317,078.53 72,193,729.87

Fees and commissions payable

Reinsurance accounts payable

Liabilities held for sale

Current portion of non-current liabilities (xxvii) 188,642,499.08 147,598,324.39

Other current liabilities
Total current liabilities 778,032,045.07 657,446,339.54
Non-current liabilities:

Provision for insurance contracts

Long-term borrowings (xxviii) 352,830,000.00 391,010,000.00

Bonds payable

including: Preferred shares

Perpetual bonds

Lease liabilities (xxix) 150,199,671.94 171,437,740.27

Long-term payables (xxx) 30,766,052.11 42,404,938.54

Long-term employee benefits payables

Provisions

Deferred income (xxxi) 8,885,995.00 9,037,891.00

Deferred tax liabilities (xvii) 40,969,216.50 40,547,878.81

Other non-current liabilities

Total non-current liabilities

583,650,935.55

654,438,448.62

>
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June 30, December 31,
LIABILITIES AND SHAREHOLDERS' EQUITY Note IV 2023 2022
Total liabilities 1,361,682,980.62  1,311,884,788.16

Shareholders’ equity:
Share capital (xxxii) 74,600,300.00 74,600,300.00
Other equity instruments
Including: Preferred shares
Perpetual bonds
Capital surplus (xxxiii) 852,721,307.37 855,078,533.30
Less: Treasury stock
Other comprehensive income
Special reserves

Surplus reserve (xxxiv) 38,399,577.13 38,399,577.13

Provision for general risks

Retained earnings (Xxxv) 277,256,591.89 233,506,534.43
Total equity attributable to shareholders of the parent company 1,242,977,776.39 1,201,584,944.86
Non-controlling interests 139,571,931.18 124,317,673.97
Total shareholders’ equity 1,382,549,707.57  1,325,902,618.83
Total liabilities and shareholders’ equity 2,744,232,688.19  2,637,787,406.99

The accompanying notes form an integral part of these financial statements.

Legal representative: Principal in charge of accounting: Head of accounting department:
GUAN Weili JIN Hui WANG Minhui
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December 31,
2022

Current assets:
Cash at bank and on hand
Financial assets held for trading
Derivative financial assets
Notes receivable
Accounts receivable
Receivables financing
Advances to suppliers
Other receivables
Inventories
Contract assets
Assets held for sale
Current portion of non-current assets
Other current assets

@

(i)

136,197,518.02

40,879,280.87

3,655,766.84
527,620,871.01
12,961,317.07

90,387,144.89

48,279,992.16
4,108,064.74

600,014,558.58
10,260,922.80

105,000.00

Total current assets

721,314,753.81

753,155,683.17

>
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June 30, December 31,
ASSETS Note XIV 2023 2022
Non-current assets:
Debt investments
Other debt investments
Long-term accounts receivables
Long-term equity investments (iii) 762,632,193.31 741,962,585.53

Investments in other equity instruments

Other non-current financial assets

Investment properties

Fixed assets

Construction in progress
Productive biological assets
Oil and gas assets
Right-of-use assets
Intangible assets
Development expenditure
Goodwill

Long-term prepaid expenses
Deferred tax assets

Other non-current assets

63,116,852.05

294,537,762.14
311,600.00

24,397,569.85

18,556,785.81
17,215,815.65
510,550.00

63,116,852.05

300,390,487.39
311,600.00

24,714,804.16

20,737,641.51
15,529,248.15
7,506,300.00

Total non-current assets

1,181,279,128.81

1,174,269,518.79

Total assets

1,902,593,882.62

1,927,425,201.96

The accompanying notes form an integral part of these financial statements.

Legal representative:
GUAN Weili

Principal in charge of accounting:

JIN Hui

WANG Minhui

Head of accounting department:
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June 30, December 31,

LIABILITIES AND SHAREHOLDERS' EQUITY Note XIV 2023 2022
Current liabilities:

Short-term borrowings 261,000,000.00 195,000,000.00

Financial liabilities held for trading
Derivative financial liabilities
Notes payable

Accounts payable

Receipts in advance

Contract liabilities

Employee benefits payable

Taxes payable

Other payables

Liabilities held for sale

Current portion of non-current liabilities
Other current liabilities

19,325,049.18
7,759,573.57

15,599,461.56
506,033.59
12,734,845.88

130,587,500.00

20,689,401.73
3,299,924.90

18,740,841.95
597,972.12
49,473,505.95

91,487,500.00

Total current liabilities

447,512,463.78

379,289,146.65

Non-current liabilities:
Long-term borrowings
Bonds payable
Including: Preferred shares
Perpetual bonds
Lease liabilities
Long-term payables
Long-term employee benefits payables

207,550,000.00

18,896,791.29

284,750,000.00

25,922,687.47

Provisions
Deferred income 8,885,995.00 9,037,891.00
Deferred tax liabilities 2,291,279.89 2,291,279.89
Other non-current liabilities

Total non-current liabilities 237,624,066.18 322,001,858.36

Total liabilities

685,136,529.96

701,291,005.01
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June 30,
LIABILITIES AND SHAREHOLDERS' EQUITY Note XIV 2023

December 31,
2022

Shareholders’ equity:
Share capital 74,600,300.00
Other equity instruments
Including: Preferred shares
Perpetual bonds
Capital surplus 871,230,628.64
Less: Treasury stock
Other comprehensive income
Special reserves

74,600,300.00

871,230,628.64

Surplus reserve 38,399,577.13 38,399,577.13
Retained earnings 233,226,846.89 241,903,691.18
Total shareholders’ equity 1,217,457,352.66 1,226,134,196.95
Total liabilities and shareholders’ equity 1,902,593,882.62  1,927,425,201.96

The accompanying notes form an integral part of these financial statements.

Legal representative: Principal in charge of accounting: Head of accounting department:

GUAN Weili JIN Hui WANG Minhui
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Amount for the Amount for the
Item Note IV current period previous period
I Total revenue 777,925,163.84 738,304,534.09
Including:  Revenue (xxxvi) 777,925,163.84 738,304,534.09
Interest income
Premium income
Fees and commission income
IIl. Total cost of sales 724,044,723.76 680,267,107.96
Including: ~ Cost of sales (xxxvi) 576,390,595.76 540,536,166.95
interest expense
Fees and commissions expenses
Surrenders
Net claims expenses
Net provisions for insurance contracts reserve
Insurance policy dividend paid
Reinsurance costs
Taxes and surcharges (xxxvii) 2,783,861.65 2,011,207.46
Selling and distribution expenses (xxxvii) 7,828,610.00 6,115,884.91
General and administrative expenses (Xxxix) 101,924,026.76 94,894,218.90
Research and development expenses (xI) 14,957,995.63 15,061,500.46
Financial expenses (i) 20,159,633.96 21,648,129.28
Including:  Interest expenses 19,182,137.46 22,800,335.12
Interest income 2,704,831.09 -1,699,139.71
Add:  Otherincome (lii) 5,822,495.15 5,904,642.30
Investment income (losses represented with “-" signs) (xliii) -195,725.93 -278,819.93
Including:  Investment income from associates and joint ventures -157,522.45 -1,671,780.92
Derecognition income of financial assets measured at
the amortized cost
Foreign exchange gains (losses represented with “-” signs)
Gains from net exposure hedges (losses represented with “-” signs)
Gains from changes in fair value (losses represented with “-” signs) (xliv) 30,711.64
Credit impairment losses (losses represented with “-” signs) (xIv) -3,009,926.77 -2,731,680.33
Asset impairment losses (losses represented with “-” signs)
Gains from disposal of assets (losses represented with “-" signs) (xIvi) 389,315.92
Ill. Operating profit (losses represented with “-" sign) 56,497,282.53 61,351,595.73
Add: Non-operating income (xvii) 5,924,960.98 5,351,731.93
Less: Non-operating expenses (xvii) 2,215,131.37 3,372,509.74
IV. Total profit (total losses represented with “-" signs) 60,207,112.14 63,330,817.92
Less: Income tax expenses (xlix) 11,477,880.07 19,110,080.19
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Consolidated Income Statement
For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Amount for the Amount for the

Item Note IV current period previous period

V. Net profit (net losses represented with “-" signs) 48,729,232.07 44,220,737.73
(i) Classification by continuity of operations

1. Net profit from continuing operations (net losses represented with “-” signs) 48,729,232.07 44,220,737.73

[l

2. Net profit from discontinued operations (net losses represented with “-" signs)
(i) Classification by ownership of the equity
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Parent Company Income Statement
For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Amount for the

Amount for the

Item Note XIV current period  previous period
I. Revenue (iv) 176,204,799.00  185,800,099.09
Less: Cost of sales (iv) 130,786,397.79  133,222,735.95
Taxes and surcharges 140,434.74 -48,582.78
Selling and distribution expenses 613,098.03 880,640.77
General and administrative expenses 42,010,452.24 39,050,764.01
Research and development expenses 9,690,626.11 9,645,738.48
Financial expenses 8,063,326.82 7,219,501.23
Including: Interest expenses 11,787,407.21 13,059,326.62
Interest income 6,124,076.98 -5,997,744.74
Add: Other income 1,314,851.41 3,866,983.80
Investment income (losses represented with “-” signs) (v) -775,547.72 -702,180.45
Including: Investment income from associates and joint ventures 816,165.55 -1,296,180.45
Derecognition income of financial assets measured
at the amortized cost
Gains from net exposure hedges
(losses represented with “-” signs)
Gains from changes in fair value
(losses represented with “-” signs) 30,711.64
Credit impairment losses
(losses represented with “-” signs) 114,004.00 -687,255.02
Asset impairment losses
(losses represented with “-” signs)
Gains from disposal of assets
(losses represented with “-” signs)

Il.  Operating profit (losses represented with “-” signs) -14,446,229.04 -1,662,438.60
Add: Non-operating income 5,600,210.07 3,901,067.52
Less: Non-operating expenses 1,517,392.82 1,964,267.50

Ill. Total profit (total losses represented with “-” signs) -10,363,411.79 274,361.42
Less: Income tax expense -1,686,567.50 -1,561,315.18

IV. Net profit (net losses represented with “-” signs) -8,676,844.29 1,835,676.60
(i) Net profit from continuing operations (net losses represented with “-”

signs) -8,676,844.29 1,835,676.60

(i) Net profit from discontinued operations (net losses represented with
signs)
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Parent Company Income Statement
For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Amount for the
Item Note XIV current period

Amount for the
previous period

V. Other comprehensive income, net of tax
(i) Other comprehensive income that cannot be reclassified to profit and
loss
1. Changes arising from remeasurement of defined benefit plan
2. Other comprehensive income that cannot be reclassified to profit
or loss under the equity method
3. Changes in fair value of other equity instrument investments
4. Changes in fair value due to the enterprise’s own credit risk
(i) Other comprehensive income that can be reclassified to profit or loss
1. Other comprehensive income that can be reclassified to profit or
loss under the equity method method
Changes in fair value of other debt investments
Amount of financial assets reclassified into other comprehensive
income
Credit impairment provisions for other debt investments
Reserves for cash flow hedges
Exchange difference on translation of financial statements in
foreign currencies
7. Others

VI. Total comprehensive income -8,676,844.29

1,835,676.60

VII. Earnings per share:
(i) Basic (RMB per share)
(i) Diluted (RMB per share)

The accompanying notes form an integral part of these financial statements.

Legal representative: Principal in charge of accounting: Head of accounting department:

GUAN Weili JIN Hui WANG Minhui
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(Al amounts in RMB Yuan unless otherwise stated)
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WENZHOU KANGNING HOSPITAL CO., LTD.
2023 INTERIM REPORT

Note IV

Amount for the  Amount for the
current period previous period

Cash flows from operating activities
Cash received from sales of goods or rendering of services
Net increase in customer deposits and interbank deposits
Net increase in borrowing from central banks
Net increase in placements from other financial institutions
Cash received from original insurance contract premium
Net cash received from reinsurance business
Net increase in deposits and investments from policyholders
Cash received for interest, fees and commissions
Net increase in placements from banks and

other financial institutions
Net increase in cash from repurchase business
Net cash received from securities brokerage services
Refund of taxes and levies
Cash received relating to other operating activities

780,086,767.35 653,410,155.49

169,903,996.27 57,537,282.38

Sub-total of cash inflows of operating activities

949,990,763.62 710,947,437.87

Cash paid for goods and services
Net increase in customer loans and advances
Net increase in deposits with central bank and other banks
Cash paid for compensation under original insurance contract
Net increase in placements with banks and
other financial institutions
Cash paid for interest, fees and commissions
Cash paid for policyholders’ dividends
Cash paid to and on behalf of employees
Payments of taxes and surcharges
Cash paid relating to other operating activities

279,096,560.43 305,934,085.24

300,131,941.56 267,178,624.43
37,824,192.11  28,189,888.70
219,346,730.82  53,670,364.91

Sub-total of cash outflows of operating activities

836,399,424.92 654,972,963.28

Net cash flows from operating activities

113,591,338.70  55,974,474.59

>

49



50

4

WENZHOU KANGNING HOSPITAL CO., LTD.
2023 INTERIM REPORT

Consolidated Cash Flow Statement

For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Iltem

Note IV

Amount for the
current period

Amount for the
previous period

Cash flows from investing activities

Cash received from disposal of investments

Cash received from returns on investments

Net cash received from disposal of fixed assets,
intangible assets and other long-term assets

Net cash received from disposal of subsidiaries and
other business units

Cash received relating to other investing activities

Sub-total of cash inflows of investing activities

Cash paid to acquire fixed assets, intangible assets and
other long-term assets

Cash paid to acquire investments

Net increase in pledged loans

Net cash paid to acquire subsidiaries and other business units

Cash paid relating to other investing activities

8,249,457.77

26,383.01

8,275,840.78

107,843,620.41
3,866,900.00

15,187,013.06
500,059.94

19,038,109.95

19,038,109.95

121,119,527.96

62,372,716.90

Sub-total of cash outflows of investing activities

127,397,593.41

183,492,244.86

Net cash flows from investing activities

-119,121,752.63

-164,454,134.91

Cash flows from financing activities
Cash received from capital contributions
Including: Cash received from capital contributions by
non-controlling shareholders of subsidiaries
Cash received from borrowings
Cash received relating to other financing activities

2,845,000.00

2,845,000.00
251,050,000.00

4,040,100.00

4,040,100.00
317,500,000.00
2,551,764.22

Sub-total of cash inflows of financing activities

253,895,000.00

324,091,864.22

Cash repayments of borrowings
Cash payments for distribution of dividends,
profit or interest expenses
Including: Cash payments for distribution of dividends and
profit by subsidiaries to noncontrolling
shareholders
Cash paid relating to other financing activities

109,630,000.00

21,324,299.72

113,150,442.74

87,320,000.00

17,290,881.25

24,599,909.22

Sub-total of cash outflows of financing activities

244,104,742.46

129,210,790.47

Net cash flows from financing activities

9,790,257.54

194,881,073.75
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Consolidated Cash Flow Statement
For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Amount for the  Amount for the
ltem Note IV current period previous period

IV. Effect of foreign exchange rate changes on cash and cash

equivalents 13,070.04 44,311.88
V. Netincrease in cash and cash equivalents 4,272,913.65 86,445,725.31
Add: Cash and cash equivalents at the beginning of the period 258,595,990.97 188,734,845.77
VI. Cash and cash equivalents at the end of the period 262,868,904.62 275,180,571.08

The accompanying notes form an integral part of these financial statements.

Legal representative: Principal in charge of accounting: Head of accounting department:
GUAN Weili JIN Hui WANG Minhui
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Parent Company Cash Flow Statement
For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Amount for the
ltem Note XIV  current period

Amount for the
previous period

I. Cash flows from operating activities:
Cash received from sales of goods or rendering of services 186,510,657.37
Refund of taxes and levies

140,627,582.89

Cash received relating to other operating activities 491,763,058.70 259,922,752.08
Sub-total of cash inflows of operating activities 678,273,716.07 400,550,334.97
Cash paid for goods and services 80,195,550.90 86,999,715.12
Cash paid to and on behalf of employees 80,891,274.33  75,729,018.54
Payments of taxes and surcharges 438,877.67 3,178,776.46
Cash paid relating to other operating activities 463,041,604.81 305,521,020.05

Sub-total of cash outflows of operating activities 624,567,307.71

471,428,530.17

Net cash flows from operating activities 53,706,408.36

-70,878,195.20

Il. Cash flows from investing activities:
Cash received from disposal of investments 16,657,744.50
Cash received from returns on investments
Net cash received from disposal of fixed assets, intangible assets

and other long-term assets - 2,880.00
Net cash received from disposal of subsidiaries and other

business units
Cash received relating to other investing activities
Sub-total of cash inflows of investing activities 16,657,744.50 2,880.00
Cash paid to acquire fixed assets, intangible assets and

other long-term assets 1,691,749.51 4,636,366.92
Cash paid to acquire investments 29,166,900.00 59,309,855.16

Net cash paid to acquire subsidiaries and other business units
Cash paid relating to other investing activities

Sub-total of cash outflows of investing activities 30,858,649.51

63,946,222.08

Net cash flows from investing activities -14,200,905.01

-63,943,342.08
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Parent Company Cash Flow Statement
For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

Amount for the  Amount for the
ltem Note XIV  current period previous period

lll. Cash flows from financing activities:
Cash received from capital contributions
Cash received from borrowings 199,050,000.00 272,500,000.00
Cash received from bond issuance
Cash received relating to other financing activities

Sub-total of cash inflows of financing activities 199,050,000.00 272,500,000.00
Cash repayments of borrowings 101,150,000.00 77,100,000.00
Cash payments for distribution of dividends, profit or

interest expenses 12,364,450.26 12,885,143.93

Including: Dividends and profits paid by subsidiaries
to minority shareholders

Cash paid relating to other financing activities 79,243,750.00
Sub-total of cash outflows of financing activities 192,758,200.26  89,985,143.93
Net cash flows from financing activities 6,291,799.74 182,514,856.07

IV. Effect of foreign exchange rate changes on cash and cash

equivalents 13,070.04 44,311.88
V. Netincrease in cash and cash equivalents 45,810,373.13  47,737,630.67
Add: Cash and cash equivalents at the beginning of the period 90,387,144.89 97,615,570.76
VI. Cash and cash equivalents at the end of the period 136,197,518.02 145,353,201.43

The accompanying notes form an integral part of these financial statements.

Legal representative: Principal in charge of accounting: Head of accounting department:
GUAN Weili JIN Hui WANG Minhui
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Notes to the Financial Statements

For the six months ended 30 June 2023

(Al amounts in RMB Yuan unless otherwise stated)

General information

Wenzhou Kangning Hospital Co., Ltd, Ltd. (the “Company”) was established as a joint stock cooperative
enterprise under the name of Wenzhou City Kangning Psychiatric Rehabilitation Hospital (D O OO0 O OO OO0
) in the PRC in February 1996. The address of the Company’s registered office is at Shengjin Road, Huanglong
Residential District, Wenzhou, Zhejiang, the PRC.

On October 15, 2014, the Company was converted into a joint stock limited liability company and renamed as
Wenzhou Kangning Hospital Co., Ltd, Ltd. (OO0 O0OO0OOOOO0O).

The Company has its primary listing on the Stock Exchange of Hong Kong Limited on November 20, 2015. The
Company is in the healthcare industry.

As of June 30, 2023, the Company had issued a total of 74,600,300 shares with a registered capital of
RMB74,600,300; the registered address is at Shengjin Road, Huanglong Residential District, Wenzhou, Zhejiang,
the PRC, and the headquarters address is at Shengjin Road, Huanglong Residential District, Wenzhou, Zhejiang,
the PRC. The principal operating activities of the Company are operating psychiatric hospitals and providing
management services to hospitals. The actual controlling person of the Company is Guan Weili.

The financial statements were authorised for issue by the Board of Directors of the Company on July 31, 2023.

Summary of significant accounting policies and accounting estimates

()  Basis of preparation of the interim financial statements

The financial statements are prepared in accordance with the Accounting Standards for Business
Enterprises — Basic Standards and various specific accounting standards, application guidance for the
Accounting Standards for Business Enterprises, interpretations of the Accounting Standards for Business
Enterprises and other relevant regulations issued by the Ministry of Finance (hereafter collectively
referred to as the “Accounting Standards for Business Enterprises”), and the relevant requirements in the
Preparation Convention of Information Disclosure by Companies Offering Securities to the Public No. 15 —
General Provisions on Financial Reporting issued by the China Securities Regulatory Commission.

The financial statements are prepared and have disclosed relevant financial information in accordance
with the requirements of the Accounting Standard for Business Enterprises No. 32 — Interim Financial
Report issued by the Ministry of Finance.

The accounting policies adopted in these financial statements are consistent with those adopted in the
Group’s financial statements for the year 2022. The interim financial statements of the Group shall be read
together with the financial statements for the year 2022.
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(Al amounts in RMB Yuan unless otherwise stated)

Summary of significant accounting policies and accounting estimates
(continued)

()  Basis of preparation of the interim financial statements (continued)
The financial statements are prepared on a going concern basis.
The new Hong Kong Companies Ordinance became effective on March 3, 2014. Certain disclosures in
the financial statements have been adjusted in accordance with requirements therein.

(I  Statement of compliance with the Accounting Standards for Business Enterprises

The financial statements are in compliance with the Accounting Standards for Business Enterprises issued
by Ministry of Finance, and truly and completely present the consolidated and the parent company’s
financial position of the Company as at June 30, 2023 and their financial performance and cash flows for
January to June 2023.

Taxation

(