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Principal Financial Data and Indicators

For the year ended December 31,

2023 2022 2021 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Restated) (Restated)
Revenue 1,596,266 1,484,903 1,297,430 989,012 860,692
Profit before income tax 99,182 15,605 95,691 83,509 55,523
Income tax expenses 12,250 26,574 54,831 30,662 -17,295
Net profit 86,932 -10,969 40,860 52,847 38,228
Net profit attributable to shareholders of the Company 85,948 -24,221 44,036 64,961 57,289
Non-controlling interests 984 13,252 -3,176 -12,114 -19,061

As of December 31,

2023 2022 2021 2020 2019
RMB’000  RMB’000 RMB’000 RMB’000 RMB’000

(Restated) (Restated)
Total assets 3,047,687 2,637,787 2,377,955 2,161,262 2,117,352
Total liabilities 1,639,481 1,311,885 1,097,676 946,349 855,843
Total equity 1,408,206 1,325,903 1,280,279 1,214,913 1,261,509
Equity attributable to shareholders of the Company 1,265,065 1,201,585 1,208,264 1,122,248 1,164,484
Non-controlling interests 143,141 124,318 72,015 92,665 97,025




Dear Shareholders,

First of all, on behalf of the Board of Directors of Wenzhou Kangning Hospital Co., Ltd., | am pleased to present the annual
report of the Group for the year ended December 31, 2023.



In 2023, the Group continued to strengthen the long-term effectiveness of internal control management. Building upon the
improvement and perfection of the internal control system, we implemented a supervisory mechanism, conducting internal
inspections on a trial basis at controlling hospitals, shareholding companies, and functional departments. Based on role
management, we carried out multi-dimensional and full-process standardized management activities to ensure the legal and

compliant operation and governance of the Group.



BUSINESS REVIEW AND OUTLOOK

Psychiatric Specialized Medical Service Industry and Geriatric Healthcare Industry in China

Psychiatric Specialized Medical Service Industry

The psychiatric health and mental health field, being strongly associated with people’s physical and mental health, have a
profound impact on the economic and social development. As a major public health and livelihood issue, it is also a key
area and important topic inescapable in the full implementation of the strategy of “Healthy China”.

With rapid economic and social development along with accelerating pace of life, mental health problems, including
common mental disorders and psychological and behavioral problems such as depression and anxiety disorders, have
been rising year by year. Psychological stress events and accidents or incidents caused by patients with mental disorders
occur from time to time, while there is an urgent need to strengthen the disease intervention for specific groups such
as Alzheimer’s disease and children with autism, indicating that the efforts to support mental health still face serious
challenges. The main reasons are, firstly, mental health resources are still lacking; secondly, the daily screening mechanism
for patients with severe mental disorders has not been fully developed yet; thirdly, the community rehabilitation service
system for mental disorders is still incomplete; fourthly, the establishment of the social psychological service system is still
on the experimenting exploration stage; fifthly, the public awareness towards common mental disorders such as anxiety and
depression and psychological and behavioral problems is low, and social prejudice still exists.

On October 25, 2016, the Central Committee of the Chinese Communist Party and the State Council issued the “Healthy
China 2030 Planning Outline”, which proposes to strengthen the construction and standardized management of mental
health service system, increase the publicity of mental health awareness, improve mental health literacy, strengthen the
intervention in common mental disorders such as depression and anxiety and psychological and behavioral problems,
and improve early detection and timely intervention of psychological problems in key groups. It also proposes to enhance
the report, registration and rescue management of patients with severe mental disorders, fully promote community



On December 18, 2019, 12 departments including the National Health Commission and Publicity Department issued the
Healthy China Action — Child and Adolescent Mental Health Action Plan (2019-2022), which puts forward the stage
goals for the indicators related to child and adolescent mental health. It promotes the basic establishment of a social
environment beneficial to children and adolescents’ mental health, so as to form a mental health service model connecting
schools, communities, families, media, and medical and healthcare institutions, implement preventive intervention measures
for children and adolescents with psychological and behavioral problems and mental disorders, strengthen psychological
counseling of key groups, aiming to lay an important foundation for the improvement of children and adolescents’ health
and wellness and the co-building and co-sharing of Healthy China.

an 4nnd tds, s, 2021, the State Council promulgated the National Human Rights Action Plan (2021-2025), which
proposes the deep implementation of the Healthy China initiative to ensure the provision of comprehensive lifecycle health



On February 22, 2023, the Department of Moral Education under the Ministry of Education of the People’s Republic of
China released its work priorities for 2023, which proposes to upgrade the dynamic monitoring function of the information
platform for the management, dynamic analysis, and consultation and guidance of college students’ mental health, in order
to provide strong support for the precise development of students’ mental health education. Moreover, it emphasizes the
need to further strengthen mental health education, conduct psychological assessments of all new college students, and

establish a system for the intervention of severe psychological conditions, so as to promote school-hospital collaboration.

On February 23, 2023, the General Office of the Central Committee of the Communist Party of China and the General
Office of the State Council issued the Opinions on Further Deepening Reform to Promote the Healthy Development of
the Rural Medical and Health System, which encourages social forces to establish clinics, outpatient departments, private
hospitals, etc., to provide diversified medical services for rural residents, and participate in undertaking the government’s
purchase of public health services.



Geriatric Healthcare Industry

As China’s economy rapidly evolves and its demographic makeup undergoes transformation, the challenge of aging is
gaining increasing prominence. According to the United Nations’ World Population Prospects 2022, it is projected that
by 2050, China’s population aged 60 and above will surpass 500 million, constituting a remarkable 38.81% of the total
population, marking China’s shift towards a severely aging society. The aging population in China presents both challenges
and significant opportunities. With the rise in the elderly population and the escalating demand for healthcare services, the
market for elderly healthcare in China is poised for continuous expansion, sustaining a high growth trajectory. A range of
recent government policies aimed at encouraging private capital’s involvement in elderly healthcare have not only provided
robust backing for the development of the elderly healthcare industry but have also instilled considerable confidence in its
future prospects.

On February 3, 2015, 10 departments including the Ministry of Civil Affairs and the National Development and Reform
Commission jointly issued the Implementation Opinions on Encouraging Private Capital to Participate in the Development
of Elderly Care Services to support the participation of private capital in the elderly care sector’s development, promote the
integration of medical and elderly care services and improve investment and financing policies.

On November 18, 2015, the General Office of the State Council forwarded the Guiding Opinions on Promoting the
Integration of Medical Health and Elderly Care Services, which advocates for the establishment of integrated medical and
elderly care institutions by social forces. The document also encourages social forces to establish integrated medical and
elderly care institutions as well as professional medical institutions dedicated to elderly rehabilitation and care through
market-oriented approaches to address the health and care needs of the elderly. Furthermore, it recommends that plans
related to medical health and elderly care should incorporate opportunities for engaging social forces in the establishment of
integrated medical and elderly care institutions.

On July 4, 2015, the State Council issued the Guiding Opinions of the State Council on Vigorously Advancing the “Internet
Plus” Action, outlining the development objectives, development forms, main directions, development environment and
guarantee conditions for the smart healthcare and elderly care sectors. The document has also proposed the establishment
of a community-based elderly care information service network platform by leveraging existing Internet resources and social
forces to provide in-home elderly care services such as nursing, health management, and rehabilitation care.












On February 7, 2022, 15 departments, including the National Health Commission, Ministry of Education, and Ministry of
Science and Technology, jointly issued the “14th Five-Year Plan” for Healthy Aging, calling for vigorous promotion of the
development of new industries, new formats, and new business models in the field of elderly health. It also proposed that
local governments incorporate elderly health planning into the overall economic and social development plan, making the
promotion of the elderly health industry and its development an important way to deepen supply-side structural reforms
and improve people’s well-being.

On May 21, 2023, the General Office of the Central Committee of the Chinese Communist Party and the General Office of
the State Council issued the Opinions on Promoting the Construction of the Basic Elderly Care Service System, emphasizing
the fundamental role of basic elderly care services in ensuring that the elderly are properly cared for. Advancing the
construction of the basic elderly care service system is a crucial task in implementing proactive strategies to address
population aging and achieving equal access to basic public services. It also calls for the implementation of preferential
policies to support the development of elderly care services and encourages social participation in providing basic elderly
care services.

On January 15, 2024, the General Office of the State Council issued the Opinions on Developing the Silver Economy to
Enhance the Well-being of the Elderly, presenting 26 measures across 4 aspects. This marks the first specialized document
issued by the state to support the development of the silver economy. The document highlights that the silver economy
encompasses a wide range of economic activities aimed at providing products or services to the elderly and preparing for the
aging stage, with broad coverage, long industrial chains, diverse business models, and enormous potential.
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Management Discussion and Analysis

Business Review

In 2023, following the shift of China’s COVID-19 epidemic prevention and control phase, the macroeconomy saw
recovery and development. In the post-epidemic era, there has been an increasing demand in people’s mental health and
psychological needs, with the aging population prompting the public to raise their health management awareness. National
and local governments persist in introducing policies that encourage social forces to engage in mental health, elderly care
and other sectors. Adhering to the principle known as “keeping righteousness and innovation while seeking progress on top
of stability (D000, 00 OO)”, the Group always remains true to its original aspiration of meeting healthcare needs of
patients and deeply cultivates in the field of psychiatric specialty healthcare, while expediting the Company’s presence in the
elderly healthcare sector, strengthening compliance and quality control practices and consolidating corporate connotation
construction, and is committed to providing more comprehensive and higher quality health services for patients.

During the Reporting Period, the Group’s overall business was robust and displayed enduring endogenous momentum.
During the Reporting Period, the Group recorded total revenue of RMB1,596.3 million, representing an increase of 7.5%
as compared with that of 2022. Among them, the revenue from operating its owned hospitals amounted to RMB1,485.2
million, representing an increase of 8.7% as compared with that of 2022. During the Reporting Period, the Group’s
net profit attributable to shareholders of the Company amounted to RMB85.9 million, returning to profit over the
corresponding period in 2022, and the return on equity was 7.0%. As of December 31, 2023, the number of the Group’s
owned hospitals increased to 32 (December 31, 2022: 29), including an independently established internet hospital (Yining
Psychology Internet Hospital), and the number of operating beds increased to 11,268 (December 31, 2022: 9,688).

Psychiatric Healthcare Business

The Group has always been focusing on satisfying the continuously growing multi-level and diversified demand for
psychiatric health of the patients, constantly strengthening the refined management model of the Group, and improving its
medical quality control and service level. The Group expanded and strengthened the psychiatric specialized business by the
way of online and offline integration and dedicated to be professional guardian of psychiatric health. During the Reporting
Period, the performance of the Group’s mature hospitals such as Wenzhou Kangning Hospital, Cangnan Kangning Hospital
and Yueging Kangning Hospital showed steady growth with an increase in both of outpatient and inpatient revenue. In
particular, the advantages of Qingtian Kangning Hospital, Yongjia Kangning Hospital and Jinyun Shuning Hospital in
development space were released quickly after being relocated to new sites. The development of Quzhou Yining Hospital,
Chun’an Kangning Hospital, Pujiang Yining Hospital and Changchun Kanglin Psychological Hospital in the growth period
showed a rebound trend, and further consolidated the basic business of the Group. Furthermore, the regional management
model of the Group has increasingly demonstrated agglomeration effects, with its owned hospitals in the Taizhou and Haixi
regions achieving stable year-on-year growth. As the impact of the pandemic eliminated and standards of local medical
insurance payment increased, the operating performances of three hospitals, namely the Huainan Kangning Hospital, Heze
Yining Hospital and Guanxian Yining Hospital, were markedly improved with profitability gradually recovering. However,
Beijing Yining Hospital and Shenzhen Yining Hospital incurred losses due to factors such as relatively high property costs,
prompting the Group to consider adopting a comprehensive solution to address these issues.



During the Reporting Period, the Group acquired 51% equity interest in Loudi Kangning Hospital and 51% equity interest
in Dongkou Lening Hospital, as well as acquired a controlling interest in Chengdu Yining Hospital through mergers and
acquisitions, which expanded its strategic network layout in the psychiatric field and further enhanced the Group’s business
scale and market competitiveness.

Elderly Healthcare Business

On January 15, 2024, the State Council promulgated the Opinions of the General Office of the State Council on Developing
the Silver Economy and Improving the Well-being of the Elderly (Guobanfa [2024] No. 1) {0 00000000 O0OO
000000000 NOODO[2024]1 O)), proposing 26 measures across four aspects. As the first specialized document
issued by the country to support the development of the silver economy, the document states that the silver economy is the
collective of a series of economic activities such as providing products or services to the elderly and preparing for the old
age, involves a wide range of areas and features a long industrial chain, diverse business forms, and enormous potential.

According to the development strategy layout for transformation of specialized chain cluster, the Group has continuously
increased investment in the elderly healthcare sector since 2016. Leveraging the advantages of collectivization management
and taking the integrated medical and nursing model as the core, the Group is committed to providing comprehensive and
multi-level health services for the elderly and the elderly patients with disability, dementia, and chronic diseases, etc. As
of December 31, 2023, the Group has opened six elderly hospitals, with one health care project under construction and
approximately 2,540 beds available, generating an healthcare business income of approximately RMB427.1 million in
2023, accounting for 28.8% of the Group’s revenue from the operation of owned hospitals, making a promising foundation
for the implementation of the development strategy for the elderly healthcare sector. Among them, the business of mature
elderly hospitals such as Geriatric Hospital and Wenzhou Cining Hospital grew steadily. Pingyang Changgeng Yining
Hospital and Yueqing Yining Hospital, acquired in 2021 and 2022, respectively, recorded remarkable performance with
a faster growth in revenue as compared to 2022, while the business development of Cangnan Yining Nursing Center and
Wenzhou Ouhai Yining Elderly Hospital, both opened in 2022, was in line with expectations, as they were still in a fast
ramp-up period.

Business Highlights

During the Reporting Period, the Group actively conducted grading assessments for owned hospitals to promote the
coordinated development of medical quality, medical services, and scientific research and teaching in a comprehensive
manner, and to provide patients with higher-quality medical services while better meeting the multi-level and diverse health
needs of psychiatric patients. Notably, Wenzhou Kangning Hospital, being our flagship hospital, successfully completed the
re-evaluation for Grade IIIA psychiatric specialty hospitals in Zhejiang in the fourth cycle, and Linhai Kangning Hospital,
Cangnan Kangning Hospital, Pingyang Kangning Hospital, Pingyang Changgeng Yining Hospital, Yongjia Kangning
Hospital, Yueqing Kangning Hospital and Qingtian Kangning Hospital under the Group all passed the evaluation for
Grade 1IB hospitals in Zhejiang in the fourth cycle. Moving forward, the Group will continue to assess its owned hospitals
and assign grades on an individual basis to constantly enhance its comprehensive competitiveness and further reinforce its
competitive standing in the market.






Financial Review

The Group recorded revenue of RMB1,596.3 million during the Reporting Period, representing an increase of 7.5% as
compared with 2022. Among them, the revenue from operating its owned hospitals amounted to RMB1,485.2 million,
representing an increase of 8.7% as compared with 2022. During the Reporting Period, the gross profit margin of its owned
hospitals was 25.4% (2022: 23.9%). The overall gross profit of the Group increased to RMB411.1 million, representing
an increase of 16.5% as compared with 2022. During the Reporting Period, net profit attributable to shareholders of the
Company for the Reporting Period amounted to RMB85.9 million, returning to profit as compared with that of 2022.
The net cash generated from operating activities of the Group amounted to RMB265.0 million (2022: RMB227.2 million),
representing an increase of 16.6% as compared with 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 from other healthcare related business; 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 year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Revenue from operating owned hospitals 1,485,161 1,366,817
Revenue from other healthcare related business 105,756 110,018
Other revenue not related to healthcare business 5,349 8,068
Total revenue 1,596,266 1,484,903

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 the estimated unrecoverable charges for offering medical services by the Group to
extremely deprived community members, low-end patients who are impoverished due to illness and other persons with
special difficulties stipulated by the people’s government at or above the county level pursuant to relevant policies. The net
amount after deducting the variable considerations from the Billing Revenue 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 year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Billing Revenue from owned hospitals 1,537,406 1,425,005
Less: Variable considerations 52,245 58,188

Revenue from operating owned hospitals — net 1,485,161 1,366,817







The table below sets forth a breakdown of Billing Revenue of the Group’



During the Reporting Period, inpatient Billing Revenue amounted to RMB1,319.1 million, representing an increase of
8.3% as compared with that of 2022, primarily due to the number of the Group’s inpatient bed-days increased by 10.7%,
which was driven by the increase in the inpatient bed-days of Wenzhou Ouhai Yining Geriatric Hospital, Yongjia Kangning
Hospital, Wenzhou Cining Hospital, Pingyang Changgeng Yining Hospital and Yueqing Yining Hospital. The proportion
of inpatient Billing Revenue to Billing Revenue from owned hospitals was 85.8% (2022: 85.5%).

During the Reporting Period, outpatient Billing Revenue amounted to RMB218.3 million, representing an increase of 5.6%
as compared with 2022, primarily due to the decrease of outpatient visits by 5.0% and an increase in average outpatient
expenditure of 11.2%. The proportion of outpatient Billing Revenue to Billing Revenue from owned hospitals was 14.2%
(2022: 14.5%).

During the Reporting Period, due to the increase of both inpatient and outpatient business, Billing Revenue from treatment
and general healthcare services increased by 8.5% as compared with 2022, and increased to 79.0% (2022: 78.6%) of
Billing Revenue from owned hospitals; Billing Revenue from pharmaceutical sales increased by 5.8% as compared with
2022, accounting for 21.0% (2022: 21.4%) of Billing Revenue from owned hospitals, of which: the ratio of inpatient
pharmaceutical sales to total inpatient Billing Revenue increased to 13.1% (2022: 12.8%), the ratio of outpatient
pharmaceutical sales to total outpatient Billing Revenue decreased to 68.8% (2022: 71.9%).

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 cost of revenue of the Group’s owned hospitals for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Pharmaceuticals and consumables used 365,896 339,777
Employee benefits and expenses 435,287 390,107
Depreciation of right-of-use assets 31,319 33,584
Depreciation and amortization 89,752 99,553
Canteen expenses 65,183 63,747
Testing fees 21,092 20,295
Others 99,391 93,052

Cost of revenue of owned hospitals 1,107,920 1,040,115




During the Reporting Period, the cost of revenue of the Group’s owned hospitals increased to RMB1,107.9 million,
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During the Reporting Period, consolidated gross profit margin of the Group increased to 25.8% (2022: 23.8%), of which
the gross profit margin of owned hospitals businesses increased by 1.5 percentage points from 2022.

Tax and Surcharge

During the Reporting Period, the tax and surcharge of the Group amounted to RMB6.5 million (2022: RMB5.0 million).

Selling Expenses

During the Reporting Period, the selling expenses of the Group amounted to RMB17.1 million (2022: RMB15.0 million).
The selling expenses accounted for 1.2% of the revenue from operating owned hospitals of the Group (2022: 1.19%).

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 year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Employee benefits and expenses 117,426 111,252
Depreciation and amortization 29,101 24,761
Consultancy expenses 19,853 29,187
Travelling expenses 4,725 4,359
Others 41,921 36,328
Total administrative expenses 213,026 205,887

During the Reporting Period, the administrative expenses of the Group amounted to RMB213.0 million, representing an
increase of 3.5% as compared with that of 2022, which was mainly due to an increase in employee benefits and expenses of
5.5% compared to 2022. The proportion of the administrative expenses to the revenue from operating owned hospitals of
the Group was 14.3% (2022: 15.1%).



Research and Development Expenses

During the Reporting Period, the Group’s research and development expenses mainly consisted of clinical research,
development of informatization software and construction of Internet hospital platform. The following table sets forth a
breakdown of the Group’s research and development expenses for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Clinical research 20,552 18,899
Development of informatization software 8,436 9,803
Construction of Internet hospital platform 3,427 4,053
Others 51 273
Total 32,466 33,028

During the Reporting Period, the Group’s research and development expenses amounted to RMB32.5 million (2022:
RMB33.0 million), representing a decrease of 1.7% as compared with 2022. The proportion of research and development
expenses to the revenue from operating owned hospitals of the Group was 2.2% (2022: 2.4%).

Finance Expenses — Net

Our finance income includes interest income from bank deposits and foreign exchange gains, and the finance expenses
include borrowing interest expense, the interest expenses on lease liabilities and unrecognized financial charges. The table
below sets forth a breakdown of our finance expenses for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Interest income -5,266 -2,762
Foreign exchange gains -4 -78
Borrowing interest expense 30,180 33,214
Interest expenses on lease liabilities 9,755 11,936
Unrecognized financial charges 5,694 1,180
Others 1,093 820

Finance expenses — net 41,452 44,310




During the Reporting Period, the net finance expenses of the Group amounted to RMB41.5 million, representing a decrease
of RMB2.9 million as compared with that of 2022, of which, borrowing interest expense decreased by 9.1% as compared
with that of 2022, mainly due to the decrease in bank loans of the Group. The unrecognized financial charges increased by

RMB4.5 million, mainly due to the increase in financial lease liabilities.

Investment Income



Non-Operating Income and Non-Operating Expenses

Our non-operating income mainly consists of government grants and donations received. 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 year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Government grants 566 55
Donations received 5,975 7,436
Other non-operating income 3,004 1,063
Non-operating income 9,545 8,554
Losses on scrapping of non-current assets 291 1,588
Donation expenses 4,494 3,928
Expenses for medical disputes 3,380 1,754
Other non-operating expenses 3,201 2,071
Non-operating expenses 11,816 9,341

During the Reporting Period, the non-operating income of the Group amounted to RMB9.5 million, representing an
increase of RMB1.0 million as compared with that of 2022, mainly due to the increase in insurance compensation income
by RMBO0.9 million as compared to 2022. During the Reporting Period, the non-operating expenses of the Group increased
to RMB11.8 million, mainly attributable to the increase in medical disputes expenses by RMB2.1 million as compared to
2022.

Income Tax Expense

During the Reporting Period, income tax expense amounted to RMB12.3 million (2022: RMB26.6 million), representing
a decrease of 53.9% as compared with that of 2022. In 2023 and 2022, our actual tax rate was 12.4% and 170.3%,
respectively, and the lower actual tax rate in 2023 was mainly due to the use of deductible losses of the deferred income tax
assets unrecognized in the previous period.



Financial Position

Inventory

As of December 31, 2023, inventory balances amounted to RMB60.6 million (as of December 31, 2022: RMB58.3 million),
mainly including the medical inventory and turnover materials.

Accounts Receivables

As of December 31, 2023, the balance of accounts receivables amounted to RMB420.4 million (as of December 31, 2022:
RMB382.8 million), representing an increase of 9.8% as compared with that of December 31, 2022, mainly due to the
increase in operational income of the Group’s owned hospital.

During the Reporting Period, accounts receivables turnover days of the Group’s owned hospitals businesses were 46 days
(2022: 42 days).

Other Receivables and Prepayments

As of December 31, 2023, other receivables and prepayments increased to RMB79.5 million (as of December 31, 2022:
RMB69.4 million).

Other Non-current Financial Assets

As of December 31, 2023, the balance of other non-current financial assets was RMB65.1 million (as of December 31,
2022: RMB63.1 million).

Construction in progress

As of December 31, 2023, the balance of construction in progress was RMB187.0 million (as of December 31, 2022: the
balance of construction in progress was RMB152.5 million), and the new constructions in progress were mainly the new
construction project of Lucheng Yining Hospital and the new construction project of Linhai Cining Hospital.

Right-of-use Assets

As of December 31, 2023, right-of-use assets decreased to RMB189.1 million (as of December 31, 2022: RMB190.4
million), mainly attributable to depreciation of right-of-use assets.

Accounts Payables

As of December 31, 2023, accounts payables increased to RMB110.1 million (as of December 31, 2022: RMB85.8 million).



Receipts in Advance and Contract Liabilities

As of December 31, 2023, receipts in advance and contract liabilities increased to RMB26.6 million (as of December 31,
2022: RMB29.9 million).

Other Payables

As of December 31, 2023, other payables increased to RMB150.3 million (as of December 31, 2022: RMB72.2 million),
mainly due to the increase of completed but unsettled construction project funds of RMB54.2 million for Quzhou Yining
Hospital and Linhai Cining Hospital.

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 year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Net cash generated from operating activities 265,033 227,221
Net cash used in investing activities -215,017 -273,615
Net cash generated from financing activities 96,107 116,178
Net increase in cash and cash equivalents 146,127 69,861

Net Cash Generated from Operating Activities

During the Reporting Period, net cash generated from operating activities amounted to RMB265.0 million, primarily
consisting of net profit of RMB85.9 million, adjustments of RMB9.4 million for credit impairment losses and asset
impairment losses and adjustments of RMB159.4 million for depreciation and amortisation of various assets. Changes in
working capital resulted in cash inflow of RMB13.9 million.

Net Cash Used in Investing Activities

During the Reporting Period, net cash used in investing activities amounted to RMB215.0 million, primarily due to the
amount of RMB179.7 million for purchasing property, plant and equipment, including the investments in the infrastructure
of Lucheng Yining Hospital, Quzhou Yining Hospital, Linhai Cining Hospital, Jinyun Shuning Hospital, and Longquan
Kangning Hospital and the renovations of Pingyang Changgeng Yining Hospital.



Net Cash Generated from Financing Activities

During the Reporting Period, net cash generated from financing activities amounted to RMB96.1 million.

Significant Investment, Acquisition and Disposal

The Group had no significant investment, acquisition and disposal during the Reporting Period.

As of the Latest Practicable Date, 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 December 31, 2023, the balance of bank borrowings of the Group amounted to RMB864.7 million (as of December
31, 2022: RMB616.5 million), primarily attributable to repayment of borrowings of RMB357.7 million and an increase in
borrowings of RMB605.9 million during the Reporting Period.

Contingent Liability

As of December 31, 2023, the Group had no contingent liability or guarantees that would have aj0.65ial 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 Wenfang Quanzheng
Lucheng District No. 826751, Wenfang Quanzheng Lucheng District No. 826750, Zhe (2016) Wenzhou Real Est0.6
Rights No. 0010144, Zhe (2016) Wenzhou Real Est0.6 Rights No. 0010142, and Zhe (2021) Wenzhou Real Est0.6 Rights
No. 0081628, to China CITIC Bank Wenzhou Ouhai Sub-branch and China Minsheng Bank Wenzhou Branch, and Zhe
(2017) Cangnan County Real Est0.6 Rights No. 0018361 to China ICBC Bank Wenzhou Ouhai branch for obtaining a
bank loan. As of December 31, 2023, the balance of such pledged loan was RMB260.0 million. Wenzhou Lucheng Yining
hospital pledged the real est0.6 property with certifica.6 number of Zhe (2020) Wenzhou Real Est0.6 Rights No. 0068897
to China BOCOM Wenzhou Commercial City Sub-branch. As of December 31, 2023, the balance of such pledged loan
was RMB75.1 million. Jinyun Shuning Hospital pledged the real est0.6 property with certifica.6 number of Zhe (2023)
Jinyun Real Est0.6 Rights No. 0000180 to Zhejiang Jinyun Rural Commercial Bank Wuyun Sub-branch. As of December
31, 2023, the balance of such pledged loan was RMB25.0 million. Quzhou Yining Hospital pledged the real est0.6 property
with certifica.6 number of Zhe (2022) Quzhou Real Est0.6 Rights No. 0045588 to China CITIC Bank Wenzhou Renmin
Road Sub-branch. As of December 31, 2023, the balance of such pledged loan was RMB37.7 million.



Lease Liabilities



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. (the “Equity Incentive
Scheme™), which was considered and approved 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 requirement of ascertained share capital for the Company’s A share
listing application in the future, the Board of the Company considered and approved the resolutions regarding, among
others, further amendments to the Equity Incentive Scheme to cancel the performance assessment requirements and the
Company’s obligation to repurchase the locked Incentive Shares under the Equity Incentive Scheme, at the board meeting
held on June 24, 2021. 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 dated May 30, 2018, the
circular dated May 14, 2021, the announcement dated June 18, 2021 and the announcement dated June 25, 2021.

In respect of the Equity Incentive Scheme, the participants of the first actual grant comprised a total of 165 persons, with
1,818,529 incentive shares granted. The participants of the second phase of the actual grant comprised a total of 23
persons, with 180,516 incentive shares granted. The participants (including connected persons) of the third phase of the
actual grant comprised a total of 13 persons, with 540,229 incentive shares granted. As of the date of this annual report,
a total of 8 participants exited, corresponding to a total of 79,274 incentive shares. The participants of the actual grant
under the Equity Incentive Scheme comprised 193 persons, and all 2,460,000 incentive shares proposed to be granted have
been granted on April 16, 2021. The incentive shares granted accounted for 3.2976% of the total issued share capital of
the Company as of the date of this annual 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 per Share.



The details of the Equity Incentive Scheme are as follows:

€

€

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 PRC Company Law and the Articles of Association.

Scope of the Participants
(a) 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.

(b) 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.



©

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,
. s total share capital as at the date of this report, and accounting for

representing 3.30% of the Company

4.45% of the total number of non-tradable and non-listed Domestic Shares.



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. As of the date of this report, the remaining validity period of the
Equity Incentive Scheme is approximately 4 years.

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

®

(i)

(iii)

(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.



(6)

Grant Price of the Equity Incentive Shares and basis for determination

@

(b)

©

The 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 of RMB10.47 of Equity Incentive Shares under the Incentive
Scheme has been determined in accordance with the principle of “incentives with emphasis and effectiveness
(00000000 O)”and with comprehensive reference to the following factors:

(i) 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 Equity Incentive Scheme represents approximately 32.22%
of the aforementioned trading price of the Company’s H Shares, that is RMB10.47 per Share.






Balance of

Balance of Balance of Vested Incentive Shares

Closing Price  Vesting Incentive Shares ~ Incentive Shares ~ Granted ~ (Unlocked) ~ Cancelled Lapsed Granted but not

hefore the  Date Grant Grantedbutnot  Grantedand  duringthe  duringthe  duringthe  duringthe  Vested asat

Dateof  Dateof Grant (Unlocking Price Vestedasat ~ Vestedasat  Reporting  Reporing  Reporting  Reporting  December 31,

Name/Category of Grantee ~ Grant (HKD) Date) (RMB)  January 1, 2023 January 1, 2023 Period Period Period Period 2023

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 - 142311 - - - - -
2019 2022

Other employees (total) ~ August 26, 36.00 June 28, 1047 - 38,204 - - - - -
2019 2022

Total - 2,454,632 - - - - -

H Share Award and Trust Scheme

To attract, motivate and retain extensively skilled and experienced “core backbone members of the technicians and
management” to continuously strive for the continuing operation and development of the Company in the future, in
accordance with the requirements of the PRC Company Law and other relevant laws, administrative regulations, regulatory
documents and the Articles of Association, the Company has formulated the H Share Award and Trust Scheme, which was
considered and approved by the first extraordinary shareholders’ general meeting of the Company convened on September
27, 2023. Unless the context otherwise requires, terms used hereinafter shall have the same meanings as those defined in the
circular of the Company dated September 8, 2023 and the announcement of the Company dated September 27, 2023.

Pursuant to the H Share Award and Trust Scheme, a Trust Deed will be entered into between the Company and the Trustee.
Pursuant to the Trust Deed, the Trust will be constituted to service the H Share Award and Trust Scheme whereby the
Trustee shall assist with the administration of the Scheme and shall, subject to the relevant provisions of the Trust Deed and
upon the instruction of the Company, acquire H Shares through on-market transactions and such Shares shall be acquired
by the Trust through the funds transferred by the Company and shall be retained and disposed of by the Trustee at the
Company’s instructions. Such H Shares under the Scheme shall not exceed 5% (being 3,730,015 shares) of the total share
capital of the Company following the date on which the mandate of the Scheme is approved or at the date on which the
approval of updating the limit is obtained. The Awards granted to the Selected Participants shall be held by the Trustee on
trust for the benefit of the Selected Participants, and the Trustee shall, for the purposes of vesting of the Award and upon
the instruction of the Board and/or the Delegatee, release from the Trust the Award Shares to the Selected Participants
or sell the number of Award Shares so vested through on-market transactions at the prevailing market price and pay the
Selected Participants the proceeds arising from such sale in accordance with rules and relevant provisions under the Trust
Deed.



During the Reporting Period, no Award Shares were granted pursuant to the H Share Award and Trust Scheme, therefore,
no Award Shares were cancelled or lapsed during the Reporting Period.

A summary of the H Share Award and Trust Scheme is as follows:

Purposes

a) To attract, motivate and retain extensively skilled and experienced “core backbone members of the technicians and
management” to continuously strive for the continuing operation and development of the Company in the future;

b)  To deepen the reform on the Company’s remuneration system, and to develop and constantly improve the interests
balance mechanism among the Shareholders, the operational and executive management; and

¢)  To recognize the contributions of the management and long-term employees of the Company including the Directors;
to encourage, motivate and retain the management and long-term employees of the Company whose contributions are
beneficial to the continual operation, development and long-term growth of the Company; and to provide additional
incentive for the management and long-term employees of the Company by aligning the interests of employees,

management, Shareholders to that of the Company as a whole.

Participants

a)  Eligible medical staff working in the