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@ CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")
BERBAEXZMERAR(HRA])GEMZHE

GEM has been positioned as a market designed to accommodate small and mid-sized companies to
which a higher investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk
that securities traded on GEM may be more susceptible to high market volatility than securities traded
on the Main Board of the Stock Exchange and no assurance is given that there will be a liquid market
in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of the Report.

This Report, for which the directors (the “Directors”) of Huakang Biomedical Holdings Company Limited (the
“Company”, and together with its subsidiaries, the “Group”, “we" or “our") collectively and individually accept
full responsibility, includes particulars given in compliance with the Rules Governing the Listing of Securities on
GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to the
Group. The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief,
the information contained in this Report is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement herein or this Report
misleading.
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BUSINESS REVIEW AND OUTLOOK

Our Group is a medical device group specialised in the
research and development, manufacture and sale of a
wide range of IVD reagents in the PRC and particularly
focused on the PRC male fertility IVD reagent market.

For the nine months ended 30 September 2019, our
Group experienced a decrease in revenue from sales of
our male fertility IVD reagent products, which was our
major product. Our Directors are of the view that such
decrease was mainly due to: (i) the recent decrease in
birth rates of the PRC according to the statistics published
by the National Bureau of Statistics of the PRC; and (ii)
the increase in price sensitivity of some of the customers
of the Group. Nevertheless, we anticipate that the PRC
Government will continue to focus on and support the
development of biomedical industry. In the meantime,
the growth of the PRC male fertility IVD reagent market
is also expected to be driven by an increasing rate of
infertility incidences, widespread acceptance of assisted
reproductive treatment, rising per capita income and
expenditures on healthcare, the implementation of a
universal two-child policy, favourable policies by the PRC
Government in support of a hierarchical diagnosis and
treatment system, and the increasing coverage for the
country’s basic medical insurance system.

To better capture market opportunities, our strategy
is to further increase our product competitiveness by
continuously devoting our focus into research and
development and increasing our efforts in market
promotion. We aim to grow our business through
pursuing the following business strategies: (i) expanding
our product portfolio and improving our existing product
offerings; (ii) strengthening our product research and
development capabilities; (iii) expanding and consolidating
our sales and distribution network; (iv) cultivating and
recruiting talented employees; and (v) developing our
auxiliary reproductive supply business.

The Group has already signed a non-legally binding
memorandum of understanding in relation to the
establishment of a joint venture company in Hong
Kong with one of Australia’s leading fertility groups
for, among other things, (i) the research, development
and registration of technology, devices and products in
relation to assisted reproductive treatment in the PRC;
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MANAGEMENT DISCUSSION AND ANALYSIS

and (ii) the sale and export of such devices and products
in the PRC, countries in Asia Pacific region and other
territories.

Furthermore, the Group plans to develop and sell our
auxiliary reproductive products in the PRC and overseas
markets. We are currently collaborating with a Canadian
natural health product manufacturer to develop auxiliary
reproductive products in enhancing male fertility
functions.

FINANCIAL REVIEW
Revenue

The Group’s revenue decreased by approximately RMB2.6
million, or 12.4%, to approximately RMB18.4 million for
the nine months ended 30 September 2019 as compared
to approximately RMB21.0 million for the nine months
ended 30 September 2018. The decrease in revenue was
mainly due to a decrease in revenue in sales of parasite
antibody detection reagents, male fertility VD reagents
and auxiliary reproductive supplies and equipment.

The decrease in sales of parasite antibody detection
reagents of approximately RMB1.2 million, or 36.6%,
was primarily due to a decrease in purchases of our
detection kits for IgG antibody to Schistosoma japonicum
by some of our distributors for the nine months ended
30 September 2019.

Male fertility IVD reagents products remained our major
product for the nine months ended 30 September 2019,
accounting for approximately 78.8% of our total revenue
for the period. Revenue from this segment for the period
was approximately RMB14.5 million, representing a
decrease of approximately RMB1.0 million or 6.5% from
approximately RMB15.5 million for the nine months
ended 30 September 2018, resulting from a decrease
in sales to some of the Group’s direct sales customers
and distributors during the period. Our Directors are of
the view that such a decrease was mainly attributable
to: (i) the recent decrease in birth rates of the PRC
according to the statistics published by the National
Bureau of Statistics of the PRC; and (ii) the increase in
price sensitivity of some of the customers of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
EIEJEHTDW& *ﬁ'

The decrease in sales of auxiliary reproductive supplies
and equipment of approximately RMB398,000, or 27.8%,
was primarily attributable to the decrease in sales of
the assembly-line type of full automatic enzyme-linked
immunologic workstation which were purchased by our
customers for diagnostic tests purposes as needed.

Gross Profit and Gross Profit Margin

The Group recorded a gross profit of approximately
RMB13.2 million for the nine months ended 30 September
2019, representing a decrease of approximately RMB2.8
million, or approximately 17.5%, from approximately
RMB16.0 million for the nine months ended 30 September
2018.

The Group's gross profit margin remained relatively stable
at approximately 71.6% for the nine months ended 30
September 2019 as compared to the gross profit margin
of approximately 75.8% for the nine months ended 30
September 2018.

Other Income and Other Gains and Losses

Our other income slightly decreased by approximately
RMB39,000 or 16.5%, from approximately RMB236,000
for the nine months ended 30 September 2018 to
approximately RMB197,000 for the nine months ended
30 September 2019.

We recorded other gains of approximately RMB753,000
for the nine months ended 30 September 2019, whereas
we recorded other gains of approximately RMB225,000
for the nine months ended 30 September 2018. The
increase of approximately RMB528,000, or 234.7%, was
mainly due to favourable conditions in foreign currency
translated to RMB.

Impairment losses

We recorded reversal of impairment losses on trade
and other receivables of approximately RMB534,000
for the nine months ended 30 September 2019, as
compared to approximately RMB129,000 for the nine
months ended 30 September 2018, mainly because most
of the impaired trade and other receivables as at 31
December 2018 have been subsequently settled by the
date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS

Expenses

Our selling and distribution expenses increased from
approximately RMB2.6 million for the nine months
ended 30 September 2018 to approximately RMB4.6
million for the nine months ended 30 September 2019,
representing a growth of approximately RMB2.0 million
or 76.9% during the period. The growth was primarily
attributable to (i) an increase in staff cost by RMB852,000,
or 73.3%, to facilitate the expansion of our sales and
marketing team (including the recruitment of senior
sales and marketing personnel) and an increase in their
average salaries as determined by the supply and demand
conditions of the local labor market; and (ii) an increase
in marketing expenses and travel and transportation
expenses of approximately RMB977,000, or 118.7%, as
a result of our exploration of new business opportunities
and potential international cooperation.

Administrative expenses increased from approximately
RMB3.4 million for the nine months ended 30 September
2018 to approximately RMB6.4 million for the nine months
ended 30 September 2019, representing an increase
of approximately RMB3.0 million or 88.2% during the
period. Such an increase was mainly attributable to
(i) an increase in audit and other professional fees of
approximately RMB1.6 million to comply with the GEM
Listing Rules after the Listing; (ii) an increase in staff cost
of approximately RMB819,000, or 44.9%, as a result
of an increase in average salaries of our administrative
personnel as determined by the supply and demand
conditions of the local labor market and the appointment
of our some of our Directors after the listing of our
shares on GEM (the “Listing”) on 13 December 2018
(the "Listing Date"), (i) a payment of a one-off special
bonus in the amount of approximately RMB169,000
during the nine months ended 30 September 2019
to employees based on their performance, and (iv) an
increase in rental and utilities expenses in the amount
of approximately RMB445,000 for new office in Hong
Kong since February 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS
E}EJEI:—L:WJ& *ﬁ'

Research and development expenses increased from
approximately RMB1.1 million for the nine months
ended 30 September 2018 to approximately RMB1.2
million for the nine months ended 30 September 2019,
representing an increase of approximately RMB66,000
or 6.0%. Such an increase was mainly due to increased
research projects commenced during the nine months
ended 30 September 2019.

Profit for the period

For the nine months ended 30 September 2019, the profit
and total comprehensive income attributable to the owners
of the company was approximately RMB1.7 million, as
compared to approximately RMB4.0 million for the nine
months ended 30 September 2018. Basic earnings per
share for the period was RMB0.43 cents, as compared to
RMB1.32 cents for the nine months ended 30 September
2018.

Excluding non-recurring listing expenses, the Group
recorded a profit before tax for the period of approximately
RMB2.6 million, as compared to approximately RMB9.5
million for the nine months ended 30 September 2018.
The decrease was mainly due to the reasons mentioned
above in relation to a decrease in revenue and an
increase in our selling and distribution expenses and
administrative expenses.

Taxation

The PRC enterprise income tax rate applicable to the
Group's subsidiaries is 15% (nine months ended 30
September 2018: 15%).

USE OF PROCEEDS FROM SHARE OFFER

The shares of the Company (the “Shares”) were listed
on GEM of the Stock Exchange on the Listing Date at
HK$0.5 per Share. The net proceeds from the Share
Offer (as defined in the Prospectus), after deduction
of underwriting fees and commission, and other
expenses payable by the Company in connection with
the Share Offer, amounted to approximately HK$16.6
million. During the period from the Listing Date to 30
September 2019, the Group did not change its plans on
use of proceeds as stated in the section headed “Future
Plans and Use of Proceeds “in the prospectus dated 30
November 2018 (the “Prospectus”).
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL STRUCTURE

The Company's issued Shares were successfully listed on
GEM of the Stock Exchange on the Listing Date. There
has been no change in the Company’s capital structure
since the Listing Date. The share capital of the Group only
comprises of ordinary shares. As at 30 September 2019,
the Company’s issued share capital was HK$4,000,000
and the number of its issued shares was 400,000,000
shares of HK$0.01 each.

PRINCIPAL RISKS AND UNCERTAINTIES

We believe that there are certain risks and uncertainties
involved in the operations, some of which are beyond
the Group’s control. A detailed discussion of the risk
factors is set forth in the section headed “Risk Factors”
in the Prospectus.

FOREIGN EXCHANGE EXPOSURE

The functional currencies of our operations, assets and
liabilities are mostly denominated in Renminbi (“RMB").
Therefore, we were not exposed to any significant foreign
exchange risk, except for our Hong Kong Dollar (“HK$")
denominated bank balances and net proceeds from the
Share Offer that are denominated in HK$. The Group
currently does not have a foreign currency hedging policy.
The Group did not engage in any derivatives agreements
and did not commit to any financial instruments to
hedge its foreign exchange exposure throughout the nine
months ended 30 September 2019. The management
will closely monitor its foreign currency exposure and will
consider hedging significant foreign currency exposure
should the need arise.

TREASURY POLICIES

The Group will continue to employ prudent treasury
policies in managing the Group’s cash balances and
maintain strong and healthy liquidity ratios to ensure
that the Group is well placed to take advantage of future
growth opportunities.
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MANAGEMENT DISCUSSION AND ANALYSIS
EIEJEI:—J:IW& *ﬁ'

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

For the nine months ended 30 September 2019, the
Group did not make any material acquisitions or disposals
of subsidiaries and affiliated companies.

SIGNIFICANT INVESTMENT HELD
As at 30 September 2019, the Group did not hold any
significant investment.

PLEDGE OF ASSETS

As at 30 September 2019, the Group did not pledge any
of its material assets (31 December 2018: Nil).

CONTINGENT LIABILITIES

Asat30September2019, the Company had no outstanding
corporate guarantee (31 December 2018: Nil). As at
30 September 2019, the Group had no banking facilities
and did not have any significant contingent liabilities (31
December 2018: Nil).

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

Save as disclosed in the section headed “Future Plans
and Use of Proceeds” in the Prospectus, the Group does
not have other plans for material investments or capital
assets as at the date of this Report.

DIVIDEND

The Directors does not recommend the payment of any
dividend for the nine months ended 30 September 2019
(nine months ended 30 September 2018: Nil).
SUBSEQUENT EVENTS

The Board is not aware of any significant event subsequent
to 30 September 2019 and up to the date of this Report.
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@ OTHER INFORMATION

Hit & xR

Directors’ and Controlling Shareholders’
Interest in Contracts

Apart from the contracts in relation to the reorganisation
of our Group in relation to the Listing, no transactions,
arrangements and contracts of significance in relation
to the Group'’s business to which the Company, or any
of its holding company or subsidiaries was a party and
in which a Director, controlling shareholders (as defined
in the GEM Listing Rules) of the Company and their
respective connected parties had a material interest,
whether directly or indirectly, subsisted at any time for
the nine months ended 30 September 2019.

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
and Debentures of the Company or any
Associated Corporation

As at 30 September 2019, the interests and short positions
of the Directors and chief executive of the Company in
the Shares, underlying Shares and debentures of the
Company or any of the associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFO")) which, once the Shares are listed on GEM of the
Stock Exchange, will have to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including any interest or short
positions which they are taken or deemed to have under
such provision of the SFO) or will be required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein, or will be required, pursuant to the
Rules 5.46 to 5.67 of the GEM Listing Rules relating to
securities transactions by the Directors, to be notified to
the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of
Listed Issuers, will be as follows:

ESRERRRREQHER
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RBE_Z-NAFAA=ZTRLEABAR
ERIRRE - AA R ok H AR 2 B b
BARBESETTEAEREL AR
MARRESE - ERER(ERRGEM LT
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EEZRAD - HERO R EERNES
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R REEET - A (—BERORER
FTGEM £ ) BIRIEE & R EE KA EXV
HE7R8H MG AR A R BT A 25
R#e (BEREEFRBEERDIEBEX
BEHEERWRBEA O EREIA
B SRIEFEF R ERAIEIS2EEE
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OTHER INFORMATION
Ht &%

Long Positions in the Shares

RBRGBZER
Ordinary shares of HK$0.01 each of the Company AR G#&KREE0.018TZEZER

Name of Directors/

Number of ordinary

Percentage of

Chief Executive Capacity/Nature of Interest shares held™ shareholding®

B/ BeTRABHSA 10,/ it E FiFsE@meam RIEB D

Mr. Zhang Shuguang Interests of controlled corporation 240,000,000 60.0%
and concert party®

RERSEE EEEEER R -BITBHAL® 240,000,000 60.0%

Notes: B

(1) Al interest stated are long positions. (1) PRERIRERS BITFRE -

@)

(3)

The calculation is based on the total number of
400,000,000 Shares in issue as at 30 September 2019.

On 16 November 2017, Mr. Zhang Shuguang and Mr.
Chang Yim Yang entered into the Acting-in-concert
Confirmation (”Confirmation”) to acknowledge and
confirm, among other things, that they have been and
will be actively cooperating, communicating, and acting
in concert with each other with respect to their interest
in or the business of the relevant members of our Group
since they became shareholders of the Company and
will continue to act in concert after the signing of the
Confirmation. For further details, please refer to the section
headed “History and Reorganisation” in the Prospectus.
The aggregate of 240,000,000 Shares is deemed to be
interested by them in aggregate under the SFO, consist
of (i) 144,576,000 Shares held by Crystal Grant Limited
("Crystal Grant”), a company wholly owned by Mr. Zhang
Shuguang, in which Mr. Zhang Shuguang is deemed to be
interested under the SFO; and (i) 95,424,000 Shares held
by Ever Charming Inc. (“Ever Charming”), a company
wholly owned by Mr. Chang Yim Yang, in which Mr.
Zhang Shuguang is deemed to be interested as a result
of being a party acting in concert with Mr. Chang Yim
Yang.
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2

WHER-ZZT—AFAA=TEHNBE BT
%17 #22£400,000,0000% 5+ & -

RZT—t&+—A+<8 ' REXLE
RRBBELETY B RITHERE
(TRRE])  WEARYLBR(EPaE)E
ERMARRBREE —ETEREER
RNEMEARKE AR 2 SRR EGE
A BB KR —BTE - AR
EERARERBEERF—TYH - 58
BE—FHE FLUBRERIELRE
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Long Position in the Ordinary Shares of Associated
Corporations

Name of Associated
Corporation

Name of Directors/
Chief Executive

Capacity/

Nature of Interest

OTHER INFORMATION
HAth & #

REBEIEEERZFR

Number of ordinary
shares held®®

Percentage of
shareholding

B /BRiIBAEHE MR EE AT a1,/ #aitE Fris g maR e g o B D

Mr. Zhang Shuguang Crystal Grant Limited Beneficial owner 100 shares of US$1.00 100%
each

RERSEE Crystal Grant Limited BB A 1008 R1.00ETZ 100%
(5

Note: All interest stated are long positions. Mzt © FIBEADIRRHREE -

Save as disclosed above, as at 30 September 2019, [ FXF#HZEEN R-ZE—HLENA=

none of the Directors and the chief executive of the
Company had any interests or short positions in the
Shares, underlying Shares or debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the SFO) which would have to be notified to
the Company and the Stock Exchange under Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which he is taken or deemed to have under
such provision of the SFO) or which would be required,
pursuant to Section 352 of the SFO, to be entered in the
register referred to therein, or which would be required
pursuant to Part XV of the SFO or Rules 5.46 to 5.67 of
the GEM Listing Rules to be notified to the Company
and the Stock Exchange.

+A  BEEERAAFANEEHITHAER
RARIKEEMAREEE (ERRHFHF R
EIEFIEXVER) R - AAERM N EEE
FHEBIREFFRABKRIEXVEETRE
87 BPA XIS AN A A KRB R TR E i a5
wE (BIERIRES XS K05 B &SR
WEEKRABER ZERIRR) + HARE
BH KBRS DI F 3525 BB TR X g Fm it
ZaMEEmERSAR - RIBEEHF R
HE 1B EXVER Sk GEM _E T #R BIZ5.46 15
B E5.67IFAME RN R KA FTH TRl 4E
WEKA o
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Substantial Shareholders’ and Others Persons’
Interests and Short Positions in Shares and
Underlying Shares

As at 30 September 2019, to the best knowledge of the
Directors, the following persons (not being a Director or
chief executive of the Company) had interest or short
position in the Shares or underlying Shares which fell to
be disclosed to the Company and the Stock Exchange
under Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO:

FTERREEMATRROREBEREDZ
EERKR

RZZ-NAFAA=+H  BEEFRA -
IATAL(BREFEETFERRARSITERA
S)RBRMXAEBR N T EAREES RS
EEPIEXVEE2 R E3DHARMBMA DT K
BT - REERARAREFEF R
HERPIF3361RAFTEZ B MAMESE
KA

Number of ordinary Percentage of

Name of Shareholders Capacity/Nature of Interest shares held shareholding
eIt 1wty s imR e e PRIEE DL
Crystal Grant Beneficial owner and 240,000,000 60.0%
concert party™
Crystal Grant ERBEEAR—BUTHALTO
Ever Charming Beneficial owner and 240,000,000 60.0%
concert party™
Ever Charming BERBEAR—BITHALO
Mr. Chang Yim Yang Interests of controlled 240,000,000 60.0%
corporation®
REBEE R EE RO
Gallizul Global Investments Beneficial owner 36,000,000 9.0%
Incorporated (“Gallizul ")
Gallizul Global Investments EnBEEA
Incorporated ( [Gallizul] )
Huang Yan Interests of controlled 36,000,000 9.0%
corporation?
= RIEEE R
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Notes:

(1) On 16 November 2017, Mr. Zhang Shuguang and Mr.
Chang Yim Yang entered into the Confirmation to
acknowledge and confirm, among other things, that they
have been and will be actively cooperating, communicating,
and acting in concert with each other with respect to
their interest in or the business of the relevant members
of our Group since they became shareholders of the
Company and will continue to act in concert after the
signing of the Confirmation. For further details, please
refer to the section headed “History and Reorganisation”
in the Prospectus. The aggregate of 240,000,000 Shares
is deemed to be interested by them in aggregate under
the SFO, consist of (i) 144,576,000 Shares held by Crystal
Grant, a company wholly owned by Mr. Zhang Shuguang,
in which Mr. Chang Yim Yang is deemed to be interested
as a result of being a party acting in concert with Mr.
Zhang Shuguang; and (ii) 95,424,000 Shares held by Ever
Charming, a company wholly owned by Mr. Chang Yim
Yang, in which Mr. Chang Yim Yang is deemed to be
interested under the SFO.

(2) As Gallizul is owned as to 50% by Ms. Huang Yan, she is
deemed to be interested in all the shares held by Gallizul

Directors’ Rights to Acquire Shares or Debentures

Save as otherwise disclosed in this Report, at no time
during the nine months ended 30 September 2019 and
up to the date of this Report, have the Directors and
the chief executive of the Company and their respective
close associates (as defined in the GEM listing rules) had
any interests in, or had been granted, or exercised any
rights to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company and/or its
associated corporations (within the meaning of SFO).

Competing Interests

The Directors confirm that none of the Controlling
Shareholders or the Directors and their respective close
associates (as defined in the GEM Listing Rules) are
interested in any business apart from the business
operated by our Group which competes or is likely to
compete, directly or indirectly, with our Group'’s business
during the nine months ended 30 September 2019 and
up to the date of this Report.
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Interest of Compliance Adviser

On 25 September 2017, in accordance with Rule 6A.19
of the GEM Listing Rules, the Company has appointed
RHB Capital Hong Kong Limited (“RHB Capital”) as its
compliance adviser. RHB Capital, being the sole sponsor
to the Listing, has declared its independence pursuant
to Rule 6A.07 of the GEM Listing Rules.

With effect from 31 May 2019, RHB Capital and the
Company have mutually agreed to terminate the
compliance adviser agreement and Ever-Long Securities
Company Limited (“Ever-Long” or “Compliance
Adviser”) has been appointed as the new compliance
adviser on the same day.

As at 30 September 2019, as notified by the Compliance
Adviser, save for (i) the compliance adviser agreement
dated 31 May 2019 entered into between the Company
and the Compliance Adviser regarding the receipt of
fees for acting as the Compliance Adviser, and (ii) the
participation as one of the joint bookrunners in relation
to the Listing as disclosed in the Prospectus, neither the
Compliance Adviser nor its directors or employees or
close associates (as defined under the GEM Listing Rules)
had or may have had any interest in the securities of the
Company or any member of the Group (including options
or rights to subscribe for such securities which require
notification to the Group pursuant to Rule 6A.32 of the
GEM Listing Rules as at 30 September 2019.

Purchase, Sales or Redemption of Listed
Securities

There were no purchases, sales or redemptions of the
Company'’s listed securities by the Company or any of its
subsidiaries during the nine months ended 30 September
2019.

Corporate Governance Practices

The Board is committed to achieving high corporate
governance standards.

The Board believes that good corporate governance
standards are essential in providing a framework for
the Company to safeguard the interests of shareholders,
enhance corporate value, formulate its business
strategies and policies, and enhance its transparency
and accountability.
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The Company has applied the principles and code
provisions as set out in the Corporate Governance Code
(the "CG Code"”) contained in Appendix 15 of the GEM
Listing Rules.

The Company adopted and complied with, where
applicable, the CG Code during the nine months ended
30 September 2019 and up to the date of this Report
(the “Relevant Period”).

The Board will continue to monitor and review the
Company's corporate governance practices to ensure
compliance with the CG Code.

The Board conducted reviews of the system of internal
controls of the Group to ensure that an effective and
adequate internal control system is in place. The Board
also convened meetings to discuss financial, operational
and risk management control.

Model Code for Securities Transactions

The Company has adopted a code of conduct regarding
securities transactions by the Directors on terms no
less exacting than the required standard of dealings
concerning securities transactions by the Directors as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules (the
“Model Code”) as its own code governing securities
transactions of the Directors (the “Required Standard”).
Having made specific enquiry of all the Directors, all of
them confirm that they have fully complied with the
Required Standard during the Relevant Period.

Pursuant to Rule 5.66 of the Model Code, the Directors
have also requested any employee of the Company or
director or employee of a subsidiary of the Company (the
“relevant employees”) who, because of his office or
employment in the Company or a subsidiary, is likely to
possess inside information in relation to the securities of
the Company, not to deal in securities of the Company
when he would be prohibited from dealing by the Model
Code as if he were a Director. No incident of non-
compliance of the Required Standard by the relevant
employees was noted by the Company.
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Audit Committee and Review of Quarterly
Results

The Board has established the audit committee (the
“Audit Committee”) with its terms of reference in
compliance with Rules 5.28 to 5.33 of the GEM Listing
Rules, and code provisions C.3.3 and C.3.7 of the CG
Code. The Audit Committee consists of three independent
non-executive Directors, namely Mr. Kwok Chi Shing
(Chairman), Dr. Yeung David Wai Chow and Mr. Chan
Kin Sang.

The main duties of the Audit Committee are to assist
the Board in reviewing the financial information and
reporting process, risk management and internal control
systems, effectiveness of the internal audit function,
scope of audit and appointment of external auditors, and
arrangements to enable employees of the Company to
raise concerns about possible improprieties in financial
reporting, internal control or other matters of the
Company.

The financial information in this report has not been
reviewed nor audited by the Company’s auditor, but the
Audit Committee has reviewed the unaudited condensed
consolidated financial results of the Group for the nine
months ended 30 September 2019 and is of the opinion
that the preparation of such statements complied with
the applicable accounting standards, the requirements
under the GEM Listing Rules and other applicable legal
requirements, and that adequate disclosures have been
made.

On behalf of the Board

Zhang Shuguang
Chairman and Executive Director

Hong Kong, 8 November 2019
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@ UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AEEREPGFERERHEMZEBAR

For the three months and nine months ended 30 September 2019 #Z=F—AFNA=+HIL=EA R NEA

The Board of the Directors (the “Board”) is pleased EZEE([EF€|)MAAMAEEHEE=
to announce the unaudited condensed consolidated ZT—AFNA=+HIE=EARNEAAKN
results of the Group for the three months and nine FREJFZHPLELEE @ ERHE T —
months ended 30 September 2019 together with the NFAA=+HIE=MEARNAMEABHRLE
unaudited comparative figures for the three months FZLLEHFIT

and nine months ended 30 September 2018 as follows:

Three months ended Nine months ended
30 September 30 September
HEMAZTHL=Z{EA HEAAZTRLNER
2019 2018 2019 2018
—ZNE —Z)\F —ZNE —Z\E
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (KEER) (RE#ER) (REER)
NOTES RMB'000 RMB'000 RMB'000 RMB'000

=3 ARETT ARBTT ARETT ARBTT

Revenue WA 3 6,776 7,685 18,412 21,049
Cost of sales HERA (2,046) (1,786) (5,231) (5,093)
Gross profit £ 4,730 5,899 13,181 15,956
Other income HihA 4 81 136 197 236
Other gains and losses Hi e REE 5 922 44 753 225
Impairment losses on trade and & 5 R A1 fE Wi FB R

other receivables, net of EFE - NRER

reversal 6 38 - 534 129
Selling and distribution expenses ~ $5%& R $#HFIX (1,673) (984) (4,591) (2,582)
Administrative expenses AREX (1,886) (1,210) (6,360) (3,384)
Research and development HERX

expenses (325) (392) (1,157) (1,091)
Listing expenses iRl 53 - (1,015) = (4,074)
Profit before tax B AER 1,887 2,478 2,557 5415
Income tax expense FisRAX 7 (389) (560) (836) (1,464)

Profit and total comprehensive AR RIHEA AELER
income (expense) for the period IR 2 E Y

attributable to the owners of (R%) ##

the Company 8 1,498 1,918 1,721 3,951
Earnings per share FREH

Basic (RMB cents) EX (AR%%) 10 037 0.64 043 1.32
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@ UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
AEELERGEEERLBR

For the nine months ended 30 September 2019 HZE=Z—NFNA=+HILNEA

Combined
capital/share Share Capital Statutory  Accumulated
capital premium reserve reserve profits Total
Attar/

RE  RbER  RARE iR Zad &3t
RMBOOO  RMBO0D  RMBOOO  RMBO0D  RMBOD0  RMBO0D
ARBTT ARETR ARETR ARMTR ARETRT ARETR

At 1 January 2018 (audited) RZ2-/\F-A-8 (#25) - 16,667 1,983 1,734 17,046 37,390
Profit and total comprehensive expense for the period SRBER2ER% 8% = = = = 3,951 3951
At 30 September 2018 (unaudited) RZF-\EhA=1A

(REE) - 16,667 1943 1734 20997 41,341
At 1 January 2019 (audited) RZZ-NE-A-R (E2H) 3,509 47,48 1943 1,73 16,587 71,00
Loss and total comprehensive expense for the period  BIRER {2 AR X £E - - - - 1,721 1,721
At 30 September 2019 (unaudited) RZE-NENA=1H

(7E%H) 3509 47,48 1943 1734 18,308 7,74
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@ NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
AEELERFE S IERERM

For the nine months ended 30 September 2019 #E=Z—hF N A=FTHIENEA

GENERAL

Huakang Biomedical Holdings Company Limited
(the “Company”) was incorporated in the Cayman
Islands as an exempted company under the laws of
the Cayman Islands with limited liability on 3 August
2017 and its shares are listed on the GEM of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 13 December 2018. The Company
is controlled by Mr. Zhang Shuguang (“Mr. Zhang”)
and Mr. Chang Yim Yang (“Mr. Chang”), who
act in concert and hold equity interests in the
Company indirectly through Crystal Grant Limited
(“Crystal Grant”, wholly owned by Mr. Zhang), a
limited liability company incorporated in the British
Virgin Islands (“BVI”) and Ever Charming Inc.
("Ever Charming”, wholly owned by Mr. Chang),
a limited liability company incorporated in the BVI,
respectively.

The addresses of the registered office and principal
place of business of the Company are set out in
the section headed “Corporate Information” to the
annual report. The Group is principally engaged in
research and development, manufacture, marketing
and sale of biological reagents and auxiliary
reproductive supplies and equipment in the PRC
through its subsidiary, Shenzhen Huakang, a limited
liability company established in the PRC on 26 June
1992.

The unaudited condensed consolidated financial
statements are presented in Renminbi (“RMB"),
which is the same as the functional currency of the
Company and its subsidiaries (the “Group”).

—RER
EREDBEERERAFA(ED
ANDRZZE—+tF/N\A=BREMAE
HEAERHSHS MK LA —HE
HMEBARRAR - HROKR-F—N\F
TZAT=ZHEEEMERIFAR
REI([BRFT]) GEMET - RRRIF
SREE SR ([TREBR B4 ]) RRES T
E(REBEE]) (R—BUTHAL -
HREBR RN EEREZHS([RE
BLZEE )M HR AR Crystal
Grant Limited ([Crystal Grant] -
HREAEEZERA)R—HRNE
BELZFSFMA AR DA Ever
Charming Inc. ([Ever Charming] ' B
REBGEEZERA)RERFELAR
AR )G o

ARRZEMMRELEREBE R
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BXEERHEMBARRIIERR—
NNZFRAZHRBEFBERIHE
RAF)RAEEEEMRE KB4
BRMMEFHNTE  £E  Z2HK

REEEBBEEHBREAARE
(AR IR - ARBHRAAT
ET) POCES 1 NF2ITe
i -

EFELEYERIERBMRAT Huakang Biomedical Holdings Company Limited

21



22

GROUP REORGANISATION AND BASIS OF
PRESENTATION

Pursuant to a group reorganisation (the
“Reorganisation”) in connection with the listing
of the Company’s shares on the Stock Exchange,
the Company became the holding company of
the subsidiaries now comprising the Group on 28
November 2017.

Details of the Reorganisation are set out in the
paragraph headed “Reorganisation” in the section
headed “History and Reorganisation” in the
Company'’s prospectus dated 30 November 2018.
The Group was under the common control of the
Controlling Shareholders prior to and after the
Reorganisation. The Group comprising the Company
and its subsidiaries resulting from the Reorganisation
is regarded as a continuing entity.

The unaudited condensed consolidated financial
statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as the “HKFRS")
and the disclosure requirements of the Hong Kong
Companies Ordinance (Chapter 622 of the Laws of
Hong Kong). In addition, the unaudited condensed
consolidated financial statements include applicable
disclosures required by the GEM Listing Rules.

The unaudited condensed consolidated financial
statements have been prepared under the historical
cost basis.

The unaudited condensed consolidated financial
statements have not been reviewed nor audited by
the Company’s auditor, but have been reviewed by
the audit committee of the Company (the “Audit
Committee”).
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REEZERFEE M BERRM E

For the nine months ended 30 September 2019 BE-ZT—hFNA=1+HIENEA

REVENUE AND SEGMENT INFORMATION

The Group's operating activities are attributable to a
single operating segment focusing on research and
development, manufacturing and sales of biological
reagents and auxiliary reproductive supplies and
equipment. This operating segment has been
identified on the basis of internal management reports
prepared in accordance with the Group’s accounting
policies. Information reported to the directors of
the Company, being the chief operating decision
maker, for the purposes of resource allocation and
assessment focuses on revenue analysis by major
products. No other discrete financial information is
provided other than the Group's results and financial
position as a whole.

The following is an analysis of the Group’s revenue:

(a) Revenue from major products

3. KERSBEH

AEENRLEHRBENE—NLED
B EERNME  EEREEEYE
BIREHERERMMEE - EESD
BIAREAEE 2 @ BRERZA
AMERRSAEERT - RERSE
K mmA R R EE (B BLLR
RE)RENEHNZERIEEMRE D
DM - RAREBREEERY
BRI - BEEBRERREOHBE
oo

AT BEAEE WS 2 DT

(a) EEmUWE

Three months ended Nine months ended

30 September 30 September
BEAA=HAL=MEA BERA=TRLNER
2019 2018 2019 2018
“Z-hE —E-\f —F-hE —E-N\%f
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER)  (REFR)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETR
Sales of biological reagents HE LR
Male fertility IVD reagents BRFERIN BB 4,893 4,647 14,517 15,508
Parasite antibody detection reagents % 4 & 25 fR Bl E 1,079 2,120 2,119 3,342
Epstein-Barr Virus antibody detection  EBE A 377 334 740 765
reagents
Sales of auxiliary reproductive HERBEEARARE 427 584 1,036 1,434
supplies and equipment
Total @it 6,776 7,685 18,412 21,049

EFELEYERIERBMRAT Huakang Biomedical Holdings Company Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERFE SRR

For the nine months ended 30 September 2019 BE-ZT—hFNA=+HIENEA

(b) Types of customers (b) EF R
Three months ended Nine months ended
30 September 30 September
BENA=THLE=MA BEAAZTHLNER
2019 2018 2019 2018
“2-NE  ZE-0\E ZB-hnE B N\E
(unaudited) (unaudited) (unaudited) (unaudited)
(RigER)  (REER) (REER) (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTT ARMTR AR%TR
Distributors pox i 2,615 3,79 8,938 10,796
Non-distributors Ikl 4,161 3,889 9,474 10,253
Total @it 6,776 7,685 18,412 21,049
(c) Geographical information (c) Hbig&E R

No geographical segment information is
presented as the Group's revenue is all derived
from the PRC based on the location of goods
delivered and all of the Group’s non-current
assets are located in the PRC by physical location
of assets.

d

-

Information about major customers

Revenue from customers of the corresponding
periods contributing over 10% of the total sales
of the Group are as follows:

B RER RN LB S AEE
2 a5k R B A A R
R EEIAAEE R AESN
R E - 3 2 55 A
¥ o

d) FEEEZEFHNER

HEMAREZEHEASEEZLHEE
10% A EMBEFLT ¢

Three months ended

Nine months ended

30 September 30 September
BENB=tHL=M@EA BENB=tHLAER
2019 2018 2019 2018
“2-NE F-N\E —B-hE —E)NE
(unaudited) (unaudited) (unaudited) (unaudited)
(REER  (REER)  (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR
Customer A EEA 747 759 2,302 2,833
Other than Customer A, there was no revenue BREEAN  REZE-_ZT—N\Fk

from other customers individually contributing
over 10% of the total revenue of the Group
for the nine months ended 30 September 2019
and 2018.

Third Quarterly Report 2019 £ =ZFF X & H %

“E-AFAA=ZTHLENAEAYL
BRREBEAEEAKEI0%
A EREMBES ©



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AREUERFEEMBHERME

For the nine months ended 30 September 2019 BE-ZT—hFNA=1+HIENEA

4. OTHER INCOME 4. HAgA
Three months ended Nine months ended
30 September 30 September
BENA=tHL=M@EA BERA=tRLNER
2019 2018 2019 2018

“BhE O ZFN\E —B-hE  B)N\E
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REER)  (REER)  (REER)  (REER)

RMB'000 RMB'000 RMB'000 RMB'000
AREFT  ARBTT ARMTR ARETR

Government grants BB 21 105 44 127
Bank interest income EEILLON 48 21 132 63
Sundry income T UN 12 10 21 46
81 136 197 236
5. OTHER GAINS AND LOSSES 5. HpsREE

Three months ended
30 September
BENA=THLEZ{EA

Nine months ended
30 September
BEAAZTHLNEA

2019 2018 2019 2018
“Z-nE Z=ZF-\§ =T Z=T-N\%f
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REER)  (REFR)  (REER)  (REER)

RMB'000 RMB'000 RMB'000 RMB'000
ARETE AREBTT ARETRT ARETR

Foreign exchange gains B 5 s 912 44 733 225

Gain on disposal of property, plant and HENE  BERZHEZ
equipment [l - - 10 -
Other gains Hfthlzs 10 - 10 =
922 44 753 225

6. IMPAIRMENT LOSSES, NET OF REVERSAL 6. REEE - HIREE

Three months ended Nine months ended
30 September 30 September
BEAA=tHL=MEA BERA=tRLNER
2019 2018 2019 2018

“B-NE —F-N\E —B-hE —EB)NE
(unaudited) (unaudited) (unaudited) (unaudited)
(RggER)  (REFR)  (REER)  (REER)

RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTT ARMTR ARETR

Impairment losses reversed on BRERESE
- trade receivables —B SRR 38 - 511 120
- other receivables — Rt MR - - 23 9

38 = 534 129
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEBRERGEEHMBHRRME

For the nine months ended 30 September 2019 BE-ZT—hFNA=+HIENEA

7.

INCOME TAX EXPENSE

7. FEBIAAX

Three months ended

Nine months ended

30 September 30 September

BEAAZTHHL=ZMEA HEAA=HALAER
2019 2018 2019 2018
“Z-hE ZZ-\§ ZZ-nf Z=ZZT-\%
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REFR)  (REER)  (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AREBTT ARMTR ARETR

PRC Enterprise Income Tax (“EIT") hEEREH
([&3FEB )

Current tax ENERRIIE 389 560 836 1,464

The Company and the subsidiaries incorporated
in BVI are tax-exempted and current tax provision
represents provision for PRC EIT. Under the Law of
the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulations of the EIT Law, the
tax rate of the entity established in the PRC is 25%.
Since Shenzhen Huakang is recognised as “New and
High Technology Enterprise” and therefore entitled
to apply a tax rate of 15%. The entitlement of this
tax benefit is subject to renewal by respective tax
bureau in the PRC every three years. The latest
approval for Shenzhen Huakang enjoying this tax
benefit was obtained in October 2018 for the three
years ending 31 December 2020.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AREUERFEEMBHERME

For the nine months ended 30 September 2019 BE-ZT—hFNA=1+HIENEA

8. PROFIT FOR THE PERIOD 8. HmimF
Three months ended Nine months ended
30 September 30 September
HEAAZTALZMEA HEAA=tALAEA
2019 2018 2019 2018

—Z-NE  ZE-N\E ZE-NFE ZE-\F
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(RigER)  (REER) (REER) (REFR)

RMB'000 RMB'000 RMB'000 RMB'000
AREFTT  ARBTT ARMTR ARETR

Profit for the period has been arrived at ~ EREFIR IR T & Bk

after charging: Bitl:
Auditor's remuneration HERM S - 165 600 495
Amortisation of intangible assets AR EERE 87 87 263 263
Depreciation of property, plant and N% - BERRERE

equipment 410 362 1,175 1,004
Depreciation of right-of-use assets ERELENE 110 = 330 =
Rental expenses in respect of rented BEREETHENEZE

premises under operating lease ERY 105 84 317 328
Directors' emoluments EZHH 264 116 815 344
Other staff costs HthBIRA

Salaries, bonuses and other benefits ¥4 RUREMER 1,449 1,245 4,930 3,897

Retirement benefit schemes RINERITEIGR

contributions 254 193 79 531

Total staff costs BT@MA 1,967 1,554 6,539 4772
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEBRERGEEHMBHRRME

For the nine months ended 30 September 2019 BE-ZT—hFNA=+HIENEA

9. DIVIDEND 9. KR
No dividend was paid or declared by the Group HE_Z-N\FR-_Z—NFLA=TF
during the nine months ended 30 September 2019 AIEN@EAR @ AEBHBERMAKEIR
and 2018, nor has any dividend been proposed since RS - REREARNEZZIR
the end of the reporting period. RHEMRARE ©
10. EARNINGS PER SHARE 10. EREBF|
The calculation of the basic earnings per share is BRERZRFETETIERA TS
based on the following data:
Three months ended Nine months ended
30 September 30 September
BERA=+AL=M@A BERAAZ+ALNER
2019 2018 2019 2018
“B-NE  “F-N\E —B-hE —EB)NE
(unaudited) (unaudited) (unaudited) (unaudited)

(RggR)  (REER)  (REER)  (REER)
ARBTL  ARETR ARBTR ARETR

Profit: iy
Profit for the period attributable to the HEEREARFAA
owners of the Company for the KAREEAEGS
purpose of basic earnings per share A 1,498 1,918 1,721 3,951
‘000 ‘000 ‘000 ‘000
# # 7 7
Number of shares: REEEA :
Weighted average number of ordinary SHEGREKEF

shares of the Company in issue for the FRARRE#T

purpose of basic earings per share LRBRE T 400,000 300,000 400,000 300,000
The number of ordinary shares of the Company in AHEEBREAEERMAARARIEFHITYE
issue for the purpose of calculating basic loss per BRHEBNDREASEEAREARE
share has been determined on the assumption that TRZZE—N\F—A—BEBERMmE
the Group Reorganisation and Capitalisation Issue 5E °
has been effective on 1 January 2018.
No diluted loss per share for the nine months ended HRBE_Z-N\FE=T—-LFAN
30 September 2019 and 2018 was presented as A=tTHIENEAAEBEEHITLEB
there were no potential ordinary shares in issue R MREE_E-NFER=_Z—A
during the nine months ended 30 September 2019 FNANA=TRHIENER T &2 GARE
and 2018. SEEE o
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