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FINANCIAL HIGHLIGHTS

Six months ended June 30,

2018 2017

RMB’ 000 RMB’ 000

(Unaudited) (Unaudited)

Revenue 174,459 88,209

– Hospital management services 87,408 70,971

– General hospital services 86,680 17,238

– Wholesale of pharmaceutical products 371 —

Adjusted Gross Profit (1) 80,386 60,399

Adjusted Net Profit (2) 49,115 45,202

Adjusted Gross Profit margin 46.1% 68.5%

Adjusted Net Profit margin 28.2% 51.2%

Adjusted basic earnings per share (in RMB) (3) 0.345 0.297

Adjusted items

Share-based awards and other one off employee benefit expenses (2)(i) 31,540 18,421

Investing and financing related expenses (2)(ii) and (2)(iii) 53,751 29,214

Six months ended June 30,

2018 2017

RMB’ 000 RMB’ 000

(Unaudited) (Unaudited)

Revenue 174,459 88,209

Gross Profit (1) 53,846 41,978

Net Loss (2) (36,176) (2,433)

Loss per share (in RMB) (3) (0.280) (0.103)
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FINANCIAL HIGHLIGHTS

Notes

(1) The gross profit of the Group for the six months ended June 30, 2018 (the “Reporting Period”) amounted to RMB53.8 

million. The adjusted gross profit is calculated as gross profit for the period, excluding the impacro
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group continued to improve management to increase hospital value

The Group is committed to building a value-creating operation model of hospital investment and management that 

conforms to the development patterns of the medical industry, the principles of modern corporate governance and 

the construction standards of affiliated hospitals in universities. Through continuous strengthening of the culture 

development of the Group and its hospitals and strategic optimization and improvement of our employees’ skill set, 

we promote healthy and rapid development from various aspects, and in turn continuously unlock the value of our 

hospitals. We will continue to increase the comprehensive investments in our hospitals, and actively support the 

hospitals in the development of new businesses, new technologies and new projects. While improving the quality 

of basic medical treatment, we will also focus on building and developing advanced and specialized services, 

and strive to build a medical group with industrial influence. Through the introduction of scientific management 

concepts, technologies and measures, we seek to comprehensively improve the management and governance 

of the Group and the hospitals in terms of their operational efficiency and brand influence, so that we will be able 

to effectively control operating costs, increase income and enhance profitability, as well as to create more social 

benefits and to realise corporate economic value. Regarding merger and acquisition activities, the Group will 

combine the cutting-edge experience of the Company and the industry, and will adopt comprehensive measures 

such as strengthening our investment team, integrating the resources from our professional teams, and improving 



8 HOSPITAL CORPORATION OF CHINA LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

The Group will continue to step up its management efforts in its hospitals to practically improve operating results, 

including adopting the following key measures:

(1) continuous development of advanced and specialized services, talents training and equipment upgrading to 

improve the hospitals’ business profit and generate new profit growth point;

(2) reinforcing supervision and inspection of hospitals by the academic committee of the hospitals, strengthening 

the management of hospital services and quality of medical services;

(3) exploring diversified marketing strategies such as academic marketing and sales marketing to enhance the 

influence and brand value of the hospitals;

(4) enhancing operating capabilities of the management team through provision of management training; and

(5) invigorating the development of hospitals through optimized performance evaluations and reformed incentive 

measures.

FINANCIAL REVIEW

RESULTS OF OPERATIONS

Revenue

Our revenue increased by approximately 97.8% from RMB88.2 million for the Corresponding Period to RMB174.5 

million for the Reporting Period. The table below sets forth the Group’s revenue by segment and by services 

category for the periods indicated:

Six months ended June 30,

2018 2017

RMB’ 000 RMB’ 000

(Unaudited) (Unaudited)

Revenue 174,459 88,209

– Hospital management services 87,408 70,971

– General hospital services 86,680 17,238

– Wholesale of pharmaceutical products 371 —
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MANAGEMENT DISCUSSION AND ANALYSIS

Adjusted Administrative Expenses

We recorded an adjusted administrative expenses of RMB18.6 million for the Reporting Period, which is 

calculated as administrative expenses for the Reporting Period excluding the impact from professional service 

fees resulting from investing and financing activities and other one off employee benefit expenses of RMB14.1 

million, representing an increase from RMB7.4 million for the Corresponding Period, primarily due to administrative 

expenses of RMB7.5 million incurred by Jiande Hospital which was acquired by the Group in January 2018.

Other Losses – Net

We recorded net other losses of RMB41.3 million for the Reporting Period comparing to that of RMB0.2 million for 

the Corresponding Period, mainly due to a fair value change resulting from change in convertible bonds value of 

RMB43.7 million.

Adjusted Financial Expenses (Net)

We recorded an adjusted financial expenses (net) of RMB7.3 million for the Reporting Period, which is calculated 

as financial expenses for the Reporting Period excluding the impact from exchange loss i 0 Td
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND CAPITAL RESOURCES

Our total equity as at June 30, 2018 was RMB1,756.7 million (as at December 31, 2017: RMB1,562.1 million). As 

at June 30, 2018, we had current assets of RMB544.5 million (as at December 31, 2017: RMB404.2 million) and 

current liabilities of RMB232.2 million (as at December 31, 2017: RMB149.8 million). The current ratio was 2.34 as 

at June 30, 2018 as compared to 2.70 as at December 31, 2017.

Our current assets have increased by RMB140.3 million from RMB404.2 million as at December 31, 2017 to 

RMB544.5 million as at June 30, 2018, primarily due to the improvement of operating performance. Besides, in 

order to improve capital efficiency, we purchased more financial assets of monetary funds with floating rates. Our 

current liabilities have increased by RMB82.4 million from RMB149.8 million as at December 31, 2017 to RMB232.2 

million as at June 30, 2018 which was mainly due to increase in short term borrowings and amounts due to related 

parties of Jiande Hexu.

Our primary uses of cash in the Reporting Period were for investment in hospitals and as working capital. We had 

cash and cash equivalents of RMB264.8 million as at June 30, 2018 (as at December 31, 2017: RMB260.8 million), 

which are denominated in RMB. As at June 30, 2018, we had borrowings of RMB278.8 million (as at December 

31, 2017: RMB238.5 million), comprised of secured bank loans, the details of which are included in Note 21 to the 

condensed consolidated financial information. The table below sets forth the maturity profile of our borrowings in 

the years indicated:

Bank borrowings

2018 2017

RMB’000 RMB’000

Within 1 year 86,418 23,846

Between 1 and 2 years 60,130 47,693

Between 2 and 5 years 132,287 166,925
  

278,835 238,464
  

As of June 30, 2018, the net gearing ratio of the Company, which was calculated as interest bearing liabilities 

divided by total equity, was 15.9%. Our Directors believe that, after taking into account the financial resources 

available to us, including internally generated funds and the net proceeds from the global offering of the Company, 

we have sufficient working capital for our requirements. As at June 30, 2018, the Group did not have any material 

contingent liabilities or guarantees.
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MANAGEMENT DISCUSSION AND ANALYSIS

EXPOSURE TO FOREIGN EXCHANGE RISK

Foreign currency risk is the risk that the value of a financial instrument fluctuates because of the changes in foreign 

exchange rates.

The Group mainly operates in the PRC with most of the transactions settled in RMB. Foreign exchange rate risk 

arises when recognized assets and liabilities are denominated in a currency that is not the entity’s functional 

currency.

As at June 30, 2018, the Group was exposed to foreign exchange risk arising from foreign currency transactions, 

primarily with respect to the US dollars and HK dollars.

The Group has not used any derivative contracts to hedge against its exposure to currency risk.d
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS, FINANCING ACTIVITY AND DISPOSALS

January 2018 New Pride Holdings Limited (捷穎控股有限公司 ) (“New Pride”), an indirect wholly-

owned subsidiary of the Company, entered into a sale and purchase agreement 

in relation to the acquisition of the entire equity interest in Jiande Hexu at a total 

consideration of RMB483 million on October 27, 2017. The completion of this 

acquisition took place in January 2018.

January 25, 2018 The Company and Vanguard Glory entered into a subscription agreement, 

pursuant to which Vanguard Glory agreed to subscribe and the Company agreed 

to issue convertible bonds of the Company in an aggregate principal amount of 

HK$468,000,000. The transaction was approved by extraordinary general meeting of 

the Company held on March 2, 2018 and the convertible bonds were issued on March 5, 

2018.

February 8, 2018 New Pride entered into an equity transfer agreement in relation to the acquisition of 
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CORPORATE GOVERNANCE AND OTHER INFORMATION

Save as disclosed above, as of the date of this report, so far as is known to the Directors or chief executives of 

the Company, none of the Directors or the chief executives of the Company had any interests or short positions in 

the shares, underlying shares and debentures of the Company or its associated corporations (within the meaning 

of Part XV of the SFO) which were required (i) to be notified to the Company and the Stock Exchange pursuant to 

Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they were taken or deemed to 

have under such provisions of the SFO), or (ii) to be entered into the register required to be kept by the Company 

pursuant to section 352 of the SFO, or (iii) as otherwise to be notified to the Company and the Stock Exchange 

pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES AND 
UNDERLYING SHARES OF THE COMPANY

As at the date of this report, the following persons (other than the Directors and chief executives of the Company) 

had or were deemed or taken to have an interest and/or short position in the shares or the underlying shares which 

would fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO and as recorded in the 

register required to be kept by the Company under Section 336 of the SFO, or who was, directly or indirectly, 

interested in 5% or more of the issued Shares of the Company.

Long positions in the Shares and underlying Shares of the Company

Name of Shareholder Capacity/Nature of interest

Number of 

Shares or 

underlying 

Shares

Approximate 

percentage of 

interest in the 

Company(5)

Vanguard Glory Beneficial owner 123,000,000 89.01%

Hony Capital Fund V, L.P. (2) Interest in controlled corporation 123,000,000 89.01%

Hony Capital Fund V GP, L.P. (2) Interest in controlled corporation 123,000,000 89.01%

Hony Capital Fund V GP Limited (2) Interest in controlled corporation 123,000,000 89.01%

Hony Group Management Limited (1) (2) (3) Interest in controlled corporation; 

deemed interest

164,193,985 118.81%

Hony Managing Partners Limited (1) (2) (3) Interest in controlled corporation; 

deemed interest

164,193,985 118.81%

Exponential Fortune Group Limited (1) (2) (3) Interest in controlled corporation; 

deemed interest

164,193,985 118.81%

Hony Capital Fund VIII (Cayman), L.P. (3) Beneficial owner 38,693,985 28.00%

Hony Capital Fund VIII GP 

 (Cayman), L.P. (3)

Interest in controlled corporation 38,693,985 28.00%

Hony Capital Fund VIII GP 

 (Cayman) Limited (3)

Interest in controlled corporation 38,693,985 28.00%
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CORPORATE GOVERNANCE AND OTHER INFORMATION

Name of Shareholder Capacity/Nature of interest

Number of 

Shares or 

underlying 

Shares

Approximate 

percentage of 

interest in the 

Company(5)

Anhui Zhong(irlyin

nhuyg 

nhuiZy/a  

nhuiy

n5ZZhong (ir
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CORPORATE GOVERNANCE AND OTHER INFORMATION

SHARE-BASED PAYMENT SCHEMES

Share Subscription Agreement

On March 31, 2016, the Company entered into a share subscription agreement (the “Share Subscription 

Agreement”) with certain members of the management (collectively, the “Management Subscribers”), their 

respective investment holding companies, Midpoint Honour Limited (a shareholder of the Company collectively 

owned by the investment holding companies of the Management Subscribers) (“Midpoint Honour”), Hony Capital 

2008 Management Limited (a management company established by Hony Capital and an affiliate of the Company), 

and Vanguard Glory, a shareholder of the Company.

Pursuant to the Share Subscription Agreement and its subsequent amendments, the Company allotted and issued 

300 new shares to Midpoint Honour (the “Subscription Shares”), representing 3% of the Company’s then issued 

ordinary shares for RMB31,152,000, and such Subscription Shares will be treated as treasury shares. Pursuant to 

the Share Subscription Agreement (as amended), Midpoint Honour 
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CORPORATE GOVERNANCE AND OTHER INFORMATION

Pre-IPO Share Appreciation Rights Scheme

At the end of June 2016, the key terms and conditions of a share appreciation rights scheme prior to the initial 

public offering (the “Pre-IPO SARs Scheme”) were discussed with all employees concerned. The employees 

concerned were also informed that the Pre-IPO SARs Scheme was subject to board approval, which was obtained 

in November 2016.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

CHANGES TO DIRECTORS’ INFORMATION

Save as disclosed below or otherwise in this interim report, the directors confirm that no information is required to 

be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

As at the date of this report, apart from being a non-executive director and chairman of the Company, Mr. Zhao 

John Huan (趙令歡 ) is also a non-executive director of Lenovo Group Limited (Stock Code: 0992), a non-executive 

director of China Glass Holdings Limited (Stock Code: 3300), a director and an executive vice president oftede 
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF HOSPITAL CORPORATION OF CHINA LIMITED

(incorporated in Cayman with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 25 to 74, which comprises the interim 

condensed consolidated balance sheet of Hospital Corporation of China Limited (obim iComd m s)o and it s 

su b si d i a r ia s ( t oiou or ,  u o C r oud)  s  suu o u ,  uu  u d  u o iu or i m  oou d ou s od  oou soii d od  s om ou s of  omdr b
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

Note

June 30,

2018

December 31,

2017

RMB’000 RMB’000

(Unaudited) (Audited)

ASSETS

Non-current assets

Property, plant and equipment 12 146,746 18,383

Intangible assets 13 2,039,964 1,059,402

Land use right 13 39,957 —

Deferred income tax assets 23 4,403 —

Other receivables, deposits and prepayments 15 — 483,506
  

Total non-current assets 2,231,070 1,561,291
  

Current assets

Available-for-sale financial assets 5.3 — 17,396

Financial assets at fair value through profit or loss 5.3 146,661 —

Inventories 9,695 —

Contract assets 13,099 —

Trade receivables 14 28,768 —

Other receivables, deposits and prepayments 15 1,761 80,202

Amounts due from related parties 16 79,718 45,840

Cash and cash equivalents 264,805 260,787
  

Total current assets 544,507 404,225
  

Total assets 2,775,577 1,965,516
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET– CONTINUED

Note

June 30,

2018

December 31,

2017

RMB’000 RMB’000

(Unaudited) (Audited)

LIABILITIES

Non-current liabilities

Borrowings 21 192,417 214,618

Convertible bonds 22 422,388 —

Deferred income tax liabilities 23 169,641 35,633

Accruals, other payables and provisions 20 2,217 3,311
  

Total non-current liabilities 786,663 253,562
  

Current liabilities

Borrowings 21 86,418 23,846

Amounts due to related parties 16 36,103 3,186

Contract liabilities 470 —

Trade payables 19 16,491 —

Accruals and other payables 20 86,166 113,662

Current income tax liabilities 6,532 9,135
  

Total current liabilities 232,180 149,829
  

Total liabilities 1,018,843 403,391
  

Total equity and liabilities 2,775,577 1,965,516
  

The above condensed consolidated balance sheet should be read in conjunction with the accompanying notes.

The financial statements on pages 25 to 74 were approved by the Board of Directors on August 27, 2018 and were 

signed on its behalf.

Zhao John Huan Lin Sheng
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to owners of the Company

Note

Share

capital

Treasury

share

Share

premium

Reserves

(Note 18)

Retained

earnings Sub-total

Attributable

to non-

controlling

interests

Total

equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Balance at January 1, 2018 123 (3) 404,021 1,070,628 39,344 1,514,113 48,012 1,562,125

Comprehensive loss

– (Loss)/Profit for the period — — — — (38,269) (38,269) 2,093 (36,176)

Non-controlling interests on

 acquisition of subsidiaries 26 — — — — — — 146,499 146,499

Share vested under

 the share-based payments 17&18 — 3 28,972 40,500 — 69,475 — 69,475

Share-based payments-share

 subscription agreement 18 — — — 2,687 — 2,687 — 2,687

Share-based payments-share

 o2 494.0081 Tm
(1)Tj
(8)Tj
ET
EMC 
/Span <e
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY– CONTINUED

Attributable to owners of the Company

Note

Share

capital

Treasury

share

Share

premium

Reserves

(Note 18)

Retained

earnings Sub-total

Attributable

to non-

controlling

interests

Total

equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Balance at January 1, 2017 65 (2) — 1,058,416 60,597 1,119,076 41,867 1,160,943

Comprehensive income

– (Loss)/Profit for the period — — — — (12,291) (12,291) 9,858 (2,433)

Repurchase and cancellation

 of ordinary shares 17 (65) 2 — 63 — — — —

Issuance of ordinary shares

 to then shareholders 17 — — — — — — — —

Capitalization issue 17 89 (3) (86) — — — — —

Issuance of new ordinary

 shares upon global offering

 and exercise of

 over-allotment option 17 34 — 434,827 — — 434,861 — 434,861

Share issuance cost 17 — — (30,720) — — (30,720) — (30,720)

Share-based payments — — — 2,323 — 2,323 — 2,323
        

Balance at Junat

a 24 m
438581(l)Tj
(a)Tj
1
/Spa  

 

 
    



30 HOSPITAL CORPORATION OF CHINA LIMITED

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Six months ended June 30,

Note 2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Cash flows from operating activities

Cash generated from operations 55,518 42,727

Income tax paid (18,269) (7,818)

Interests received 9 423 662
  

Net cash generated from operating activities 37,672 35,571
  

Cash flows from investing activities

Purchase of property, plant and equipment (18,950) (775)

Purchase of monetary funds 5.3(a) (155,000) (93,100)

Payment for acquisition of subsidiaries, net of cash acquired (304,318) —

Payment professional fees for acquisition (3,648) —

Payment for deposit on acquisition of subsidiaries (35,000) —

Loans to related parties (42) —

Increase of structured deposits — (30,000)

Proceeds from disposal of financial assets
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

2 BASIS OF PREPARATION– continued

(a) New and amended standards adopted by the Group

A number of new or amended standards became applicable for the current reporting period and the 

Group had to change its accounting policies and make retrospective adjustments as a result of adopting 

the following standards:

• IFRS 9 Financial Instruments, and

•   IFRS 15 Revenue from Contracts with Customers.

The impact of the adoption of these standards and the new accounting policies are disclosed in Note 

3 below. The other standards did not have any impact on the Group’s accounting policies and did not 

require retrospective adjustments.

(b) Impact of standards issued but not yet applied by the Group

 IFRS 16 Leases
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of IFRS 9 Financial Instruments and IFRS 15 Revenue from 

Contracts with Customers on the Group’s financial statements and also discloses the new accounting policies 

that have been applied from January 1, 2018, where they are different to those applied in prior periods.

(a) Impact on the financial statements

As explained in note 3(b) and 3(d) below, IFRS 9 and IFRS 15 was generally adopted without restating 

comparative information. The reclassifications and the adjustments arising from the new classification 

rules of financial instruments are therefore recognised in the opening balance sheet on January 1, 

2018. The adjustment arising from new impairment rules of IFRS 9 is not recognised as the impact is 

immaterial.

The following tables show the adjustments recognised for each individual line item. Line items that were 

not affected by the changes have not been included. As a result, the sub-totals and totals disclosed 

cannot be recalculated from the numbers provided. The adjustments are explained in more detail by 

standard below.

Balance sheet (extract)

December 31,

2017

As originally

presented

Reclassification

under IFRS 9

Reclassification

under IFRS 15

January 1,

2018

Restated

RMB’000 RMB’000 RMB’000 RMB’000

Current assets

Financial assets at fair value

 through profit or loss (‘FVPL’) — 17,396 — 17,396

Available-for-sale

 financial assets 17,396 (17,396) — —
    

Total assets 1,965,516 — — 1,965,516
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(b) IFRS 9 Financial Instruments – Impact of adoption

IFRS 9 replaces the provisions of IAS 39 that relate to the recognition, classification and measurement 

of financial assets and financial liabilities, derecognition of financial instruments, impairment of financial 

assets and hedge accounting.

The adoption of IFRS 9 Financial Instruments from January 1, 2018 resulted in changes in accounting 

policies and adjustments to the amounts recognised in the financial statements. The new accounting 

policies are set out in Note 3(c) below. In accordance with the transitional provisions in MCID 1928 >>BDC 
BT
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(b) IFRS 9 Financial Instruments – Impact of adoption– continued

Trade receivables and contract assets

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a 

lifetime expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets have been grouped based 

on shared credit risk characteristics and the days past due. The contract assets relate to unbilled work 

in progress and have substantially the same risk characteristics as the trade receivables for the same 

types of contracts. The Group has therefore concluded that the expected loss rates for trade receivables 

are a reasonable approximation of the loss rates for the contract assets.

As the impact of adoption of IFRS 9 is immaterial, the adjustment is therefore not restated in the balance 

sheet as at December 31, 2017 but are recognised in the opening balance sheet on January 1, 2018.

(c) IFRS 9 Financial Instruments – Accounting policies applied from January 1, 2018

(i) Initial recognition

Financial assets and financial liabilities are recognised when the entity becomes a party to the 

contractual provisions of the instrument. Regular way purchases and sales of financial assets are 

recoginsed on trade-date, the date on which the Group commits to purchase or sell the asset.

At initial recognition, the Group measures a financial asset or financial liability at its fair value 

plus, in the case of a financial asset or financial liability not at FVPL, transaction costs that are 

directly attributable to the acquisition of the financial asset or financial liability. Transaction costs 

of financial assets and financial liability carried at FVPL are expensed in profit or loss. Immediately 

after initial recognition, an expected credit loss (‘ECL’) allowance is recoginsed for financial assets 

measured at amortised cost and investments in debt instruments measured at fair value through 

other comprehensive income (‘FVOCI’), which results in an accounting loss being recoginsed in 

profit or loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(c) IFRS 9 Financial Instruments – Accounting policies applied from January 1, 2018– continued

(ii) Classification and subsequent measurement

Financial assets

From January 1, 2018, the Group classifies its financial assets in the following measurement 

categories:

•   those to be measured subsequently at fair value (either through other comprehensive income 

(‘OCI’), or through profit or loss), and

• those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and 

the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. 

For investments in equity instruments that are not held for trading, this will depend on whether the 

Group has made an irrevocable election at the time of initial recognition to account for the equity 

investment at FVOCI.

Financial assets with embedded derivatives are considered in their entirety when determining 

whether their cash flows are solely payment of principal and interest.

The Group reclassifies debt investments when and only when its business model for managing 

those assets changes. The reclassification takes place from the start of the first reporting period 

following the change.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(c) IFRS 9 Financial Instruments – Accounting policies applied from January 1, 2018– continued

(ii) Classification and subsequent measurement– continued

 Equity instruments

The Group subsequently measures all equity investments at fair value through profit or loss, except 

where the Group’s management has elected, at initial recognition, to irrevocably designate an 

equity investment at FVOCI.

At initial recognition, the Group may make an irrevocable election to present in OCI subsequent 

changes in the fair value of an investment in an equity instrument that is neither held for trading nor 

contingent consideration recoginsed by an acquirer in a business combination.

Where the Group’s management has elected to present fair value gains and losses on equity 

investments in OCI, there is no subsequent reclassification of fair value gains and losses to profit 

or loss following the derecognition of the investment. Dividends from such investments continue 

to be recognised in profit or loss as other income when the Group’s right to receive payments is 

established.

Changes in the fair value of financial assets at FVPL are recognised in other gains/(losses) in the 

statement of profit or loss as applicable. Impairment losses (and reversal of impairment losses) 

on equity investments measured at FVOCI are not reported separately from other changes in fair 

value.

 Financial liabilities

In both the current and prior period, financial liabilities of the Group are classified as subsequently 

measured at amortised cost.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(c) IFRS 9 Financial Instruments – Accounting policies applied from January 1, 2018– continued

(iii) Derecognition

 Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar 

financial assets) is primarily derecoginsed (i.e., removed from the Group’s consolidated balance 

sheet) when:

‧ the rights to receive cash flows from the asset have expired; or

‧ the Group has transferred its rights to receive cash flows from the asset or has assumed 

an obligation to pay the received cash flows in full without material delay to a third party 

under a ‘pass-through’ arrangement; and either (a) the Group has transferred substantial(l)Tj
0.227 0 Td
 t

l b ; n  crh t bba h e)h c  r ea r an  cr aacn r r  u an  cr r r ur  ar ct n  cr n r h a cr h ce) r r h cn ht c(l)Tj
0.227 0 Td
 t
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(c) IFRS 9 Financial Instruments – Accounting policies applied from January 1, 2018– continued

(iv) Impairment

From January 1, 2018, the Group assesses on a forward looking basis the expected credit losses 

associated with its debt instruments carried at amortised cost, receivables and contract assets. 

The Group recognises a loss allowance for such losses at each reporting date.

At each reporting date, the Group shall assess whether the credit risk on a financial instrument has 

increased significantly since initial recognition.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which 

requires expected lifetime losses to be recognised from initial recognition of the receivables.

(d) IFRS 15 Revenue from Contracts with Customers – Impact of adoption

The Group has adopted IFRS 15 Revenue from Contracts with Customers from January 1, 2018 

which resulted in changes in accounting policies and adjustments to the amounts recognised in the 

financial statements. The adoption of IFRS 15 has no impact on the Group’s retained earnings or the 

presentation of assets and liabilities related to contracts with customers as at January 1, 2018. Thus, no 

reclassification or adjustment was recognised in the opening balance sheet on January 1, 2018.

(e) IFRS 15 Revenue from Contracts with Customers – Accounting policies

 Revenue Recognition

n lassificati ind
(T)Tj697 Td
(t)Tj
(o)Tj
( )/Span <</Lang (en-)Tj
(s)Tj
ETope5.253tfil697 Td
(t)nt
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(e) IFRS 15 Revenue from Contracts with Customers – Accounting policies– continued

 Revenue Recognition– continued

The progress towards complete satisfaction of performance obligation is measured based on one of the 

following methods that best depicts the Group’s performance in satisfying the performance obligation:

‧ direct measurements of the value of individual services transferred by the Group to the customer; 

or

‧ the Group’s efforts or inputs to the satisfaction of the performance obligation

If contracts involve the sale of multiple goods, goods followed by related services, or multiple services, 

the transaction price will be allocated to each performance obligation based on their relative stand-alone 

selling prices. If the stand-alone selling prices are not directly observable, they are estimated based on 

expected cost plus a margin or adjusted market assessment approach, depending on the availability of 

observable information.

When either party to a contract has performed, the Group presents the contract in the consolidated 

balance sheet as a contract asset or a contract liability, depending on the relationship between the 

entity’s performance and the customer’s payment.

If a customer pays consideration or the Group has a right to an amount of consideration that is 

unconditional, before the Group transfers a good or service to the customer, the Group presents the 

contract as a contract liability when the payment is made or a receivable is recorded (whichever is 

earlier). A contract liability is the Group’s obligation to transfer goods or services to a customer for which 

the Group has received consideration (or an amount of consideration is due) from the customer.

A receivable is recorded when the Group has an unconditional right to consideration. A right 

to consideration is unconditional if only the passage of time is required before payment of that 

consideration is due.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(e) IFRS 15 Revenue from Contracts with Customers – Accounting policies– continued

(i) Hospital Management Services

Revenue from provision of hospital management services is recognised in the accounting period in 

which the services are rendered.

For the hospital management services in relation to various aspects of daily operations of not for 

profit hospitals, the contracts include multiple deliverables. Considering such services have the 

same pattern and are all highly relevant, it is therefore regarded as one performance obligation.

Relevant revenue is recoginsed over the period of the contract by reference to the progress 

towards complete satisfaction of that performance obligation. The progress towards the complete 

satisfaction of performance obligation is measured by direct measurements of the value to the 

customer of service transferred by us.

The Group receives the payment on a quarterly basis. If the services rendered by the Group 

exceed the payment, a contract asset is recognised. If the payments exceed the services 

rendered, a contract liability is recognised.

Estimates of revenues, costs or extent of progress toward completion are revised if circumstances 

change. Any resulting increases or decreases in estimated revenues or costs are reflected in profit 

or loss in the period in which the circumstances that give rise to the revision become known by 

management.

(ii) General hospital services

Revenue from provision of general hospital services is recognised when the related services have 

been rendered to customers.

For inpatient service, the customers normally receive inpatient treatment which contains various 

treatment components that are all highly relevant and regarded as one performance obligation. The 

usual period of inpatient is within two weeks. Relevant revenue of inpatient treatment is recognised 

over the period of the contract by reference to the progress towards complete satisfaction of that 

performance obligation. The progress towards the complete satisfaction of performance obligation 

is measured by direct measurements of the value of individual services or product transferred by 

us to the customer.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

3 CHANGES IN ACCOUNTING POLICIES– continued

(e) IFRS 15 Revenue from Contracts with Customers – Accounting policies– continued

(ii) General hospital services– continued

Relevant revenue of outpatient services is recognized at a point in time.

The Group usually receives the payment from customers in advance before the hospital services 

are rendered. Customers normally do not ask for a refund of payment and the services not yet 

rendered are recorded as contract liability. The contract liability is recognised as revenue when the 

related services are rendered.

For the cost to be borne by the relevant social security authority, the Group usually receives 

the payment based on a payment schedule. If the services rendered by the Group exceed the 

payment, the account receivable is recognised.

(iii) Wholesale of pharmaceutical products

Revenue from wholesale of pharmaceutical products is recognised when control of the products 

has transferred, being when the products are delivered to the customer and there is no unfulfilled 

obligation that could affe
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

5.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk 

and fair value interest rate risk), credit risk and liquidity risk.

The interim condensed consolidated financial information do not include all financial risk management 

information and disclosures required in the annual financial statements, and should be read in 

conjunction with the Group’s annual financial statements as at December 31, 2017.

 There have been no changes in the risk management policies since year end.

5.2 Liquidity risk

Compared to those of 2017 year end, except for the addition of contractual undiscounted cash flow in 

relation to the convertible bonds amounting to RMB422,388,000, which remaining period is three years 

to the contractual maturity date, there was no material change in the contractual undiscounted cash out 

flows for financial liabilities.

5.3 Fair value estimation

The table below analyses the Group’

analliial liabili
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.3 Fair value estimation– continued

The following table presents the Group’s financial assets and financial liabilities that are measured at fair 

value at June 30, 2018 and December 31, 2017.

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

As at June 30, 2018

Assets

Financial assets through profit

 or loss (‘FVPL’)

– Monetary funds with

 floating rates — 145,161 — 145,161

– Call option to acquire

 subsidiaries’ remaining

 interests — — 1,500 1,500
    

Total financial assets — 145,161 1,500 146,661
    

Liabilities

Convertible bonds (Note 22) — — 422,388 422,388
    

Total financial liabilities — — 422,388 422,388
    

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000

(Audited)

As at December 31,2017

Assets

Available-for-sale financial 

 assets

– Monetary funds with

 floating rates — 17,396 — 17,396
    

Total assets — 17,396 — 17,396
    

There were no transfers between levels 1, 2 and 3 during the period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.3 Fair value estimation– continued

(a) Financial instruments in level 2

The following table presents the changes in level 2 instruments for the six months ended June 30, 

2018.

Monetary funds

with floating

rates

RMB’000

(Unaudited)

Opening balance January 1, 2018 17,396

Addition 155,000

Settlements (29,650)

Fair value change resulting from change in monetary funds value (Note 7) 2,415
 

Closing balance June 30, 2018 145,161
 

Total gains for the period included in profit or loss 2,415
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.3 Fair value estimation– continued

(b) Financial instruments in level 3

Call option

to acquire

subsidiaries’

remaining

interest(i)

Convertible

bonds

(Note 22) Total

RMB’000 RMB’000 RMB’000

(Unaudited)

Opening balance January 1, 2018 — — —

Addition 1,700 (378,706) (377,006)

Fair value changes resulting from changes in

 call option value (200) — (200)

Fair value changes resulting from changes in

 convertible bond value — (43,682) (43,682)
   

Closing balance June 30, 2018 1,500 (422,388) (420,888)
   

Total gains for the period included in profit

 or loss (200) (43,682) (43,882)
   

Includes unrealised losses recognised in

 profit or loss attributable to balances

 held at the end of the reporting period (200) (43,682) (43,882)
   





49Interim Report 2018

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

6 SEGMENT INFORMATION

Operating segments are reported in a manner consistent with the internal reporting provided to the chief 

operating decision-maker (‘CODM’). The CODM, who is responsible for allocating resources and assessing 

performance of the operating segment, has been identified as the executive directors of the Company that 

make strategic decisions.

The CODM considers the business from both the service and product perspective. When the Group 

companies have similar economic characteristics, and the segments are similar in each of the following 

respects: (i) the nature of the products and services; (ii) the nature of the production processes; (iii) the type or 

class of customer for their products and services; (iv) the methods used to distribute their products or provide 

their services; and (v) if applicable, the nature of the regulatory environment, the Group’s operating segments 

are aggregated. In the view of CODM, the Group is principally engaged in three different segments which 

are subject to different business risks and different economic characteristics and the Group’s operating and 

reportable segments for segment reporting purpose are as follows:

The Group assesses the performance of the operating segments based on a measure of earnings before 

interests, income tax, depreciation and amortisation (‘EBITDA’).

(a) General hospital services

Revenue from this segment is generated in the PRC and derived from hospital services provided by 

Jiande Hospital of Traditional Chinese Medicine Co., Ltd. (‘Jiande Hospital’) for the six months ended 

June 30, 2018 and Shanghai Fuhua Hospital Co., Ltd. (‘Fuhua Hospital’) for the six months ended June 

30, 2017.

Fuhua Hospital was disposed and ceased to be a subsidiary of the Group on and after August 29, 2017. 

The segment information for the period ended June 30, 2017 represented the operating results of Fuhua 

Hospital for the period from January 1, 2017 to June 30, 2017.

Jiande Hospital was a new subsidiary of the Group due to the acquisition of Jiande Hexu completed 

on January 11, 2018. The segment information for the period ended June 30, 2018 represented the 

operating results of Jiande Hospital for the period from January 11, 2018 to June 30, 2018. For the 

details of the acquisition, please refer to Note 26.

For general hospital services, revenue primarily derives from highly diversified individual patients and no 

single patient contributed 1% or more of the Group’s respective revenue for the periods ended June 30, 

2018 and 2017, respectively.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

6 SEGMENT INFORMATION – continued

(b) Hospital management services

Revenue from this segment is generated in the PRC and derived from providing comprehensive 
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

6 SEGMENT INFORMATION – continued

 Segment information about the Group’s reportable segment is presented below:

General 

hospital 

services

Hospital 

management 

services

Wholesale of 

pharmaceutical 

products Elimination Unallocated Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Six months ended June 30, 2018

Segment revenue 86,680 87,408 16,100 (15,729) — 174,459

Inter-segment revenue — — (15,729) 15,729 — —
      

Revenue from external customers 86,680 87,408 371 — — 174,459
      

Timing of revenue recognition

 – At a point in time 42,364 — 371 — — 42,735

 – Over time 44,316 87,408 — — — 131,724
      

86,680 87,408 371 — — 174,459
      

EBITDA 2,110 42,396 3,218 (771) — 46,953

Depreciation (3,320) (1,034) (114) — (54) (4,522)

Amortization (3,680) (2,768) (190) — (32) (6,670)

Finance (expense)/income (717) 304 12 — (6,852) (7,253)
    

Headquarter expenses excluding depreciation 

 and amortization (55,258) (55,258)
  

(Loss)/Profit before tax (5,607) 38,898 2,926 (771) (62,196) (26,750)
      

(Unaudited)

As at June 30, 2018

Segment assets 394,197 735,749 13,123 (657) 206,783 1,349,195

Goodwill 299,588 1,117,529 9,265 — — 1,426,382
      

Total assets 693,785 1,853,278 22,388 (657) 206,783 2,775,577
      

Total liabilities 153,875 138,885 8,445 — 717,638 1,018,843
      

(Unaudited)

Other Segment information for

 the six months ended June 30, 2018

Depreciation, amortization and impairment (6,423) (3,802) (304) — (86) (10,615)
      

Additions of non-current assets excluding 

 goodwill and deferred income tax assets 360,235 322,930 1,281 — 161 684,607
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6 SEGMENT INFORMATION – continued

 Segment information about the Group’s reportable segment is presented below:-continued

General

hospital

services

Hospital 

management 

services Unallocated Total

RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Six months ended June 30, 2017

Revenue from external customers 17,238 70,971 — 88,209
    

EBITDA 1,033 41,630 — 42,663

Depreciation (361) (1,023) (324) (1,708)

Amortization (575) (1,153) (18) (1,746)

Finance income on deposit 5 526 131 662
  

Headquarter expenses excluding 

 depreciation and amortization (32,485) (32,485)
  

Profit/(loss) before tax 102 39,980 (32,696) 7,386
    

(Unaudited)

As at June 30, 2017

Segment assets 26,155 309,715 424,454 760,324

Goodwill 7,948 950,916 — 958,864
    

Total assets 34,103 1,260,631 424,454 1,719,188
    

Total liabilities 8,829 80,431 64,954 154,214
    

(Unaudited)

Other Segment information for

 the six months ended June 30, 2017

Depreciation, amortization

 and impairment (807) (2,176) (342) (3,325)
    

Additions of non-current assets 

 excluding goodwill and deferred 

 income tax assets 269 796 — 1,065
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11 LOSS PER SHARE

(a) Basic and diluted loss per share

Six months ended June 30,

2018 2017

(Unaudited) (Unaudited)

Total loss attributable to owners of the Company (RMB’000) (38,269) (12,291)

Weighted average number of ordinary shares in issue (thousands) 136,457 118,860
  

Basic and diluted loss per share (in RMB) (0.280) (0.103)
  

n ttrr
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13 INTANGIBLE ASSETS AND LAND USE RIGHT
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16 BALANCES WITH RELATED PARTIES – continued

As at June 30, 2018, none of the trade receivables was individually determined to be impaired (2017: nil).

As at

June 30,

As at

December 31,

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Amounts due to related parties

e
379055T507o
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18 RESERVES

Capital reserve Other reserve Total

RMB’000 RMB’000 RMB’000

(Unaudited)

At January 1, 2018 1,046,641 23,987 1,070,628

Share-based payments-share awards 40,500 — 40,500

Share-based payments-share subscription agreement 2,687 — 2,687

Share-based payments-share option scheme 12,124 — 12,124
   

At June 30, 2018 1,101,952 23,987 1,125,939
   

(Unaudited)

At January 1, 2017 1,041,933 16,483 1,058,416

Share-based payments 2,323 — 2,323

Repurchase of share 63 — 63
   

At June 30, 2017 1,044,319 16,483 1,060,802
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21 BORROWINGS – continued

(a) Bank loans

 On December 11, 2017, the Company entered into a long-term loan agreement with China Merchants 

Bank Shanghai Zhangyang Branch, the proceed of which amounting to HKD285,280,000 was used for 

settlement of the consideration paid for acquisition of Jiande Hexu.

 The bank loan commencing from December 12, 2017 will mature until 2022 and bear a floating interest 

rate with reference to Hong Kong Interbank Offer Rate plus 360 basis points per annum. The bank loan 

is pledged by the 100% equity interest of Jiande Hexu and Jiande Heyue Enterprise Management Co., 

Ltd. (‘Jiande Heyue’) and 70% equity interest of Jiande Hospital, DJ Pharmaceutical Technology and DJ 

Medicines.

 On January 16, 2018, Jiande Hospital entered into a loan agreement with Industrial and Commercial 

Bank of China Jiande Branch, the proceed of which amounting to RMB10,000,000 with a floating 

interest rate with reference to monthly loan prime rate plus 92 basis points per month which will mature 

on January 10, 2019. The bank loan was secured by a corporate guarantee from Jiande Heyue.

 On Febuary 6, 2018, Jiande Hospital entered into a loan agreement with Agricultural Bank of China 

Jiande Branch, the proceed of which amounting to RMB30,000,000 with a fixed interest rate of 4.58% 

which will mature on August 5, 2018. The bank loan was secured by a corporate guarantee from 

Zhejiang Xinxiangli Investment Co., Ltd., and personal guarantees from Mr. Hong Jiangxin, the minority 

shareholder, and Mrs. Yang Huixue, Mr. Hong Jiangxin’s spouse.

 As at June 30, 2018, the Group’s borrowings were repayable as follows:

Bank borrowings

2018 2017

RMB’000 RMB’000

Within 1 year 86,418 23,846

Between 1 and 2 years 60,130 47,693

Between 2 and 5 years 132,287 166,925
  

278,835 238,464
  

The fair value of the bank loans approximated the carrying amounts since the interest rates of the loans 

are close to current market rate.
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22 CONVERTIBLE BONDS

 On March 5, 2018, the Company issued convertible bonds in an aggregate principal amount of 

HKD468,000,000 (equivalent to approximately RMB378,705,000) in registered form in the denomination of 

HKD1,000,000 each. The convertible bond do not bear any interest. The convertible bonds may be converted 

into ordinary shares of the Company, at the option of holder thereof, at any time on or after March 5, 2018 

(the ‘Issue Date’) up to the close of business on March 5, 2021 (the ‘Maturity Date’) or if such convertible 
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23 DEFERRED INCOME TAX

As at 

June 30,

As at 

December 31,

2018 2017

RMB’000 RMB’000

(Unaudited) (Audited)

Deferred income tax assets:

– Deferred income tax assets to be recovered after more than 12 months 4,403 —

– Deferred income tax assets to be recovered within 12 months — —
  

4,403 —
  

Deferred income tax liabilities:

– Deferred income tax liabilities to be settled after more than 12 months (169,064) (35,056)

– Deferred income tax liabilities to be settled within 12 months (5h
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23 DEFERRED INCOME TAX – continued

 Deferred income ta
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25 COMMITMENTS

(a) Capital commitments

 Significant capi
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26 BUSINESS COMBINATION

(a) Acquisition of Jiande Hexu

On January 11, 2018 (date of acquisition), New Pride acquired the deacqaryioatioed ioeJiand Hexeu
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26 BUSINESS COMBINATION – continued

(a) Acquisition of Jiande Hexu – continued

The assets and liabilities recognised as a result of toes 
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26 BUSINESS COMBINATION – continued

(b) Acquisition of Cixi Hongai

 On March 14, 2018 (date of acquisition), New Pride acquired the 100% equity interests in Cixi Hongai 

from Mrs. Mi Yuehua and Mr. Chen Yuegen, the then controlling shareholder, at a consideration of 

RMB336,000,000, and thereafter has indirectly obtained the 70% equity interests in Cixi Honghe, the 

subsidiary of Cixi Hongai.

 As a result of the acquisition, the Group is expected to increase its presence in healthcare industry. The 

goodwill of RMB166,613,000 arising from the acquisition is attributable to entering into the healthcare 

industry, regional advantages and the management team and management process which can be 

replicated in the future. None of the goodwill recognised is expected to be deductible for income tax 

purpose.

 The following table summarises the consideration paid for Cixi Honghe, the fair value of assets acquired, 

liabilities assumed at the acquisition date.

RMB’000

Consideration

Cash paid or payable 336,000
 

Total consideration transferred for acquiring the business of the Target Group 336,000
 

 The assets and liabilities recognised as a result of the acquisition are as follows:

RMB’000

Cash and cash equivalents 1

Intangible assets: Management Contract 322,900

Amounts due to related parties (14)

Accruals and other payables (181)

Deferred income tax liabilities (80,725)
 

Net identifiable assets acquired 241,981

Less: non-controlling interests (72,594)

Add: goodwill 166,613
 

Net assets acquired 336,000
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27 SIGNIFICANT RELATED PARTY TRANSACTIONS

 Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party 

or exercise significant influence over the other party in making financial and operating decisions. As a result, 

Yangsi Hospital is considered to be related as the Group has participated internal governance body of Yangsi 

Hospital. Other parties are also considered to be related if they are subject to common control, common 

significant influence or joint control. Members of key management and their close family member of the Group 

are also considered as related parties.

 The directors of the Company are of the view that the following parties that had transactions or balances with 

the Group are related parties:

Name Relationship with the Group

Shanghai Yangsi Hospital Certain employees or directors of the Group are Yangsi Hospital’s 

 internal governance body members

Vanguard Glory Limited Parent company

Grand Roc Holdings Limited Related party which is owned by a top management

Midpoint Honour Limited Related party which is owned by the Management Subscribers

Han Prestige Limited Related party of parent company

Cixi Hospital Certain employees or directors of the Group are Cixi Hospital’s internal 

 governance body members

Zhejiang Guangsha Medical 

 Technology Co., Ltd.

Certain employees or directors of the Group are Dongyang Guangfu 

 Hospital’s internal governance body members

Dongyang Guangfu Hospital Certain employees or directors of the Group are Dongyang Guangfu 

 Hospital’s internal governance body members

Zhejiang Xinxiangli Investment 

 Co., Ltd.

Non-controlling shareholder

Dajia Medical Equipment Co., Ltd. Related party which is owned by Zhejiang Xinxiangli Investment Co., Ltd.

Dajia Group Co., Ltd Related party which is owned by Zhejiang Xinxiangli Investment Co., Ltd.

 The Group has exercised significant judgements in determining whether the Group has control over Yangsi 

Hospital and Cixi Hospital. After assessment, the management concluded that the Group does not obtain the 

decision making power over the internal governance body to direct the relevant activities of Yangsi Hospital 

and Cixi Hospital, so the Group does not control and thus does not consolidate Yangsi Hospital and Cixi 

Hospital.

 The following significanti
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27 SIGNIFICANT RELATED PARTY TRANSACTIONS – continued

(a) Significant transactions with related parties

Six months ended June 30,

2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Continuing transactions

Management Service fee

–Yangsi Hospital 83,650 70,207

–Cixi Hospital 3,758 —
  

87,408 70,207
  

Purchase of medical equipment

–Dajia Medical Equipment Co., Ltd 8,125 —
  

(b) Entrusted loan to related parties

篧耟醥╛𦥑
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27 SIGNIFICANT RELATED PARTY TRANSACTIONS – continued

(c) Key management compensation

 Key management includes directors and senior managements. The compensation paid or payables to 

key management for employee services is shown below:

Six months ended June 30,

2018 2017

RMB’000 RMB’000

(Unaudited) (Unaudited)

Wages, salaries and bonuses 12,365 6,566

Share-based compensation expenses 24,229 17,405

Contributions to pension plans 154 96

Welfare and other expenses 200 127
  

36,948 24,194
  

28 EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

(a) Business combination - acquisition of Oriental Ally Holdings Limited

 On May 29, 2018, the Company and Hony Capital Fund VIII (Cayman), L.P. (the ‘Vendor’) entered into 

a shares purchase agreement (the ‘Share Purchase Agreement’) in relation to the sale and purchase 

of the entire equity interest in Oriental Ally Holdings Limited (‘Oriental Ally’ or the ‘Target Company’), a 

company incorporated in the British Virgin Island with limited liability and is owned by the Vendor, with a 

cash consideration of RMB630,000,000 (equivalent to approximately HKD773,879,717).

 The Target Company is an investment holding company, which directly owns 100% equity interest in 

Impeccable Success Limited (‘Impeccable Success’), which in turn directly owns 75% equity interest 

in Zhejiang Guangsha Medical Technology Co., Ltd (‘Guangsha Medical’) (collectively referred to as the 

‘Target Group’). The Target Group are principally engaged in provision of management and consultation 

services to a not-for-profit hospital, Zhejiang Jinhua Guangfu Oncological Hospital (‘Jinhua Hospital’) in 

the PRC.

 On August 6, 2018, the acquisition was completed and the Company directly hold 100% of equity 

interest in the Target Company and the Target Company will become a subsidiary of the Company. 

Through the Target Company, the Company will indirectly hold 75% equity interest in Guangsha Medical 

and the remaining 25% equity interest (the ‘Remaining Interest’) held by Hony Kangshou Management 

Consulting (Shanghai) Co., Ltd. (‘Hony Kangshou’) shall be recognized as non-controlling interests.

 Pursuant to the Undertaking Letter, the Company granted Hony Kangshou a put option to sell and the 

Company undertakes to acquire the Remaining Interest at the consideration which shall be no less 

than an amount calculated in accordance with an agreed formula. Hony Kangshou may exercise the 

put option at any time during the period commencing from the completion date of the acquisition and 

ending on the date falling on the third anniversary of the completion date on the terms and conditions of 

the Undertaking Letter.
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28 EVENTS OCCURRING AFTER THE BALANCE SHEET DATE – continued

(a) Business combination - acquisition of Oriental Ally Holdings Limited – continued

 The following is the result of purchase price allocation as at December 31, 2017 which has been 

prepared by the Directors of the Company for the purpose of illustrating the effect of the acquisition of 

the 100% equity interest in Oriental Ally, together with its subsidiaries, as if the acquisition had been 

taken place on December 31, 2017.

RMB’000

Consideration

Convertible bonds issued by the Company to the Vendor (i) 630,000
 

Total consideration 630,000
 

RMB’000

Cash and cash equivalents 4,213

Intangible assets: management contract 692,800

Other intangible assets 53

Other receivables, deposits and prepayments 79

Amounts due from related parties 99,536

Amounts due to related parties (4,079)

Accruals and other payables (69,109)

Current income tax liabilities (7,132)

Deferred income tax liabilities (173,200)
 

Net identifiable assets acquired 543,161

Less: non-controlling interests (136,410)

Add: goodwill 223,249
 

Net assets acquired 630,000
 

(i) Consideration

 The consideration was satisfied by the issuance of the convertible bonds in the aggregate 

principal amount of HKD773,879,717 by the Company to the Vendor on the completion date of the 

acquisition pursuant to the Shares Purchase Agreement. On August 7, the convertible bonds were 

issued in registered form in the denomination of HKD1.00 each provided that in no event shall any 

bonds be transferred, exchanged, converted or purchased in an aggregate principal amount that 

is less than HKD1.00. The convertible bonds will mature five years from the issue at its principle 

amount or can be converted into ordinary shares of the Company at the holder’s option upon 

conversion at the conversion price of HKD20.00 per conversion share (subject to adjustments to 

the conversion price).

 As at the date of this report, the Directors of the Company is in process of performing the purchase 

price allocation on completion date of the acquisition.
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