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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")
BERMESRZMARAR (B GEMZ &

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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xCHAIRMAN'S STATEMENT
EEHE

Dear Shareholders,

It is with great pleasure that, on behalf of the board of
directors (the “Board”) of Huakang Biomedical Holdings
Company Limited, | hereby present the Group’s annual
results for the year ended 31 December 2019 to all the
shareholders.

This is the first full year after the Company’s successful
listing on the GEM of the Stock Exchange (the “Listing”)
on 13 December 2018 (the “Listing Date”). The Group,
in upholding the principle of “striving to break new
ground”, earnestly implemented the resolutions of the
Board and actively carried out various business activities
focusing on its principal business. During the year, the
Group continued to focus on (i) expanding our product
portfolio and improving our existing product offerings;
(i) strengthening our product research and development
capabilities; (iii) expanding and consolidating our sales
and distribution network; (iv) cultivating and recruiting
talented employees; and (v) carrying out international
cooperation. The Group faced intensifying competition,
overcame challenges due to various unfavourable factors,
and vigorously explored new commercial opportunities
and new mechanism. The Group developed smoothly, and
continued to enhance the daily operation management
methods and promoted the execution capability, and
actively improved the internal mechanism in an effort
to increase our competitiveness. In the increasingly
competitive and changing market, we successfully
managed to overcome various unfavourable factors and
courageously advanced forward with innovation in an
unyielding spirit. We have successfully developed the
cost-efficient sales-centred philosophy that places the
best interests of our shareholders, maintained a stable
employee base, and served the community with heart.

As a medical device group specialising in the research
and development, manufacturing and sales of a wide
range of in-vitro diagnostic (“IVD"”) reagents in the
People’s Republic of China (the “PRC") and leveraging
our technical know-how and vast experience, our Group
continued to focus on the PRC male fertility IVD reagent
market, revenue from which amounted to approximately
RMB19.4 million (2018: approximately RMB21.0 million),
accounted for approximately 76.3% (2018: approximately
73.2%) of our Group's total revenue for the year ended
31 December 2019.
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CHAIRMAN'’S STATEMENT
EEHE

On the other hand, in view of the rapidly changing
marcoeconomic and political environment and the
possible impacts to the economy, the spending power
and the spending pattern of the customers may be
unfavourably affected. The Group will be cautious in
running and further expanding our business by exercising
due care in identifying and examining opportunities and
planning.

According to the original expansion plan which was
disclosed in the prospectus dated 30 November 2018
(the "Prospectus”), a developing auxiliary reproductive
supplies business was scheduled to be commenced in the
second half of 2019. There was a delay in the schedule
because the Company is still analysing the market
demand of targeted medium and outlook of the PRC
auxiliary reproductive supply market.

During the year, we actively explored the opportunity
of international cooperation in Australia, Canada
and Thailand. We have learnt and understood new
technologies and techniques in auxiliary reproduction
technology (“ART"), some of which may fit to our
expansion plan. Looking ahead, our team will continue
to devote our efforts into the research and development
of the ART products. We look forward to introducing the
state-of-the-art ART into the PRC and we will continue
to expand along the supply chain of the ART market,
and hence to create values to the society.

At the same time, we obtained a natural product licence
granted by Health Canada, Natural Health Products
Directorate, for our independent development product
“Fertimale” under the brand “Nutronic” in Canada in
December 2019. Fertimale contains a proprietary blend
of powerful ingredients which is formulated to optimize
the critical factors of sperm count, motility, morphology,
and overall integrity. The Fertimale formulation improves
sperm quality, which could improve pregnancy outcome.

Annual Report 2019 4 ¥

H—HE  EREBEERBOARRZR
B URAIEERBEERNEE - 8P
MBENRHEEEAHREAMXIZE -
AEBREELE NE—FPRRED
R EEBHNERHE RS -

RERMA T N\F+—-A=1TBENR
RER(BRER])IRENRABERG
2 BREDLEFAMEBREN_-T—
NFTEFHRE - ARARANEHBER
MTSERRPEEHEERARHERTS
RRTRETON - FTERMAEE -

FRBHMABERERNEN - MERR
ZENBEERAFERE - RMEBEALE
BEHPEENMEMERE(HBERER
i) MoKMEEESRMOER
g RERE  RAWEBRSESER T
EWPEERMER - RABFHRLE
B AE B RS APRE - WiSHE L
BAEBRMTSHNHREER - WAkt
SRIEBEE -

HtERN RZZT—NAF+=A - &HM
B I E K& I Nutronicl B * F % E &
[Fertimale | ENEXREE T RKARERE M@
EEZEERTARAERMER - Fertimale
SRBENMKD > IRSRTHE - E
h o FREAREEZEENBERERAZE -
Fertimalefd FRE AN BB FE X - AR
AZEHkE -



In January 2020, the Group appointed Dr. Tian Long
("Dr. Tian") as the medical advisor, who has focused on
andrology clinical and basic research for more than 18
years and has extensive working experience in the field
of urology. Dr. Tian is primarily responsible for advisory
service on research and development of male fertility
IVD reagents and auxiliary reproductive supplies, and
business development of the Group in such industries.
We believe Dr. Tian will strengthen the research and
development capacity of the Group and bring benefits
to us.

The Group will also proactively seek potential business
opportunities that may broaden the Group’s source of
income and enhance value to the shareholders of the
Company. Looking forward, the Group will continue to
manage its expenditures, review its business strategies
and look for opportunities in a cautious and prudent
manner.

Lastly, on behalf of the Board, | would like to take
this opportunity to thank the Group’s management
and employees for their dedicated contributions and
unwavering commitment to deliver the best service
to our customers over the years. My appreciation also
goes to all shareholders, business associates, partners
and valued customers for their generous support and
confidence in the Company, and to the Board members
for their leadership and guidance. | look forward to your
commitment and continued support as we continue to
generate satisfactory returns to our shareholders.

Zhang Shuguang
Chairman

Hong Kong, 31 March 2020
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{MANAGEMENT DISCUSSION AND ANALYSIS

BERENWR D

FINANCIAL REVIEW
Revenue

The Group's revenue decreased by approximately RMB3.2
million, or 11.1%, to approximately RMB25.5 million
for the year ended 31 December 2019 as compared to
approximately RMB28.7 million for the year ended 31
December 2018. The decrease in revenue was mainly
due to a decrease in revenue in sales of male fertility
IVD reagents, parasite antibody detection reagents and
auxiliary reproductive supplies and equipment.

Male fertility IVD reagents products remained our major
product for the year ended 31 December 2019, accounting
for approximately 76.3% of our total revenue for the
year. Revenue from this segment for the year ended 31
December 2019 was approximately RMB19.4 million,
representing a decrease of approximately RMB1.6 million
or 7.6% from approximately RMB21.0 million for the
year ended 31 December 2018, resulting from a decrease
in sales to some of the Group's direct sales customers
and distributors during the year. Our Directors are of the
view that such a decrease was mainly attributable to the
further decrease in birth rates of the PRC from 10.94%o
for 2018 to 10.48%. for 2019, according to the statistics
published by the National Bureau of Statistics of the PRC
in January 2020; and the increase in price sensitivity of
some of the customers of the Group.

The decrease in sales of parasite antibody detection
reagents of approximately RMB1.1 million, or 23.1%,
from approximately RMB4.5million for the year ended
31 December 2018 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 year ended 31 December 2019.

The decrease in sales of auxiliary reproductive supplies
and equipment of approximately RMB648,000, or
33.0%, from approximately RMB2.0million for the year
ended 31 December 2018 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross Profit and Gross Profit Margin

The Group recorded a gross profit of approximately
RMB17.9 million for the year ended 31 December 2019,
representing a decrease of approximately RMB3.7 million,
or approximately 17.1%, from approximately RMB21.6
million for the year ended 31 December 2018.

The Group's gross profit margin remained relatively
stable at approximately 70.2% for the year ended 31
December 2019 as compared to the gross profit margin
of approximately 75.3% for the year ended 31 December
2018.

Other Income and Other Gains and Losses

Our other income slightly decreased by approximately
RMB57,000 or 18.0%, from approximately RMB317,000
for the year ended 31 December 2018 to approximately
RMB260,000 for the year ended 31 December 2019.

We recorded other gains of approximately RMB508,000
for the year ended 31 December 2019, whereas we
recorded other losses of approximately RMB162,000
for the year ended 31 December 2018. Such change of
approximately RMB670,000, or 413.6%, 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 RMB289,000 for the
year ended 31 December 2019, while recorded provision
for impairment losses on trade and other receivables
of approximately RMB1.4 million for the year ended
31 December 2018, mainly because (i) most of the
provision made for trade and other receivables as at 31
December 2018 have been settled during the year ended
31 December 2019 and (ii) decrease in gross carrying
amounts of trade receivables as at 31 December 2019
compared to that of as at 31 December 2018..
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Selling and Distribution Expenses

Our selling and distribution expenses increased from
approximately RMB4.1 million for the year ended 31
December 2018 to approximately RMB6.8 million for the
year ended 31 December 2019, representing a growth
of approximately RMB2.7 million or 65.9% during the
year. The growth was primarily attributable to (i) an
increase in staff cost by RMB1.5 million, or 83.3%, 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 RMB1.1 million, or 78.6%, as a result
of our exploration of new business opportunities and
potential international cooperation.

Administrative Expenses

Administrative expenses increased from approximately
RMB5.7 million for the year ended 31 December
2018 to approximately RMB9.7 million for the year
ended 31 December 2019, representing an increase
of approximately RMB4.0 million or 70.2% during the
year. Such an increase was mainly attributable to (i) an
increase in professional fees of approximately RMB1.8
million to comply with the GEM Listing Rules after the
Listing; (ii) an increase in staff costs of approximately
RMB1.1 million, or 37.9%, 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, (iii) a payment of an
one-off special bonus in the amount of approximately
RMB 169,000 during the year ended 31 December 2019
to employees based on their performance, and (iv) an
increase in rental and utilities expenses in the amount
of approximately RMB520,000 for a new office premises
in Hong Kong since February 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Research and Development Expenses

Research and development expenses increased from
approximately RMB1.5 million for the year ended 31
December 2018 to approximately RMB1.8 million for
the year ended 31 December 2019, representing an
increase of approximately RMB288,000 or 19.5%. Such
an increase was mainly due to increased research projects
commenced during the year ended 31 December 2019.

Finance Costs

Finance costs represented the interest on lease liabilities
upon application of HKFRS 16 during the year, in amount
of approximately RMB72,000 (2018: Nil).

Results for the Year

The loss attributable to owners of the Company
was approximately RMB284,000 for the year ended
31 December 2019 as compared to approximately
RMB459,000 for the year ended 31 December 2018.
Excluding non-recurring listing expenses of RMB7.8
million in 2018, the Group recorded a profit before tax
of approximately RMB9.1 million for the year ended 31
December 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.

Basic loss per share for the year was RMBO0.07 cents,
as compared to RMBO0.15 cents for the year ended 31
December 2018.

Taxation

The PRC enterprise income tax rate applicable to the
Group's operating subsidiary in the PRC is 15% (2018:
15%).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Dividend

The Board did not recommend payment of the final
dividend for the year ended 31 December 2019 (2018:
Nil).

The declaration, payment, and amount of future dividend
will be decided by the Board and will depend upon, among
other things, the Group’s results of operations, capital
requirements, cash flows, general financial condition and
such other factors as the Board may consider important.

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 year ended 31 December 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 further decrease in birth rates
of the PRC from 10.94%. for 2018 to 10.48%o for 2019,
according to the statistics published by the National
Bureau of Statistics of the PRC in January 2020; 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

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;
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.

Sales and Distribution

We market and sell all our IVD reagents within the
PRC. We regularly visit and directly sell our products to
hospitals and medical institutions. In addition, we sell our
products to distributors who, in turn, sell our products
to hospitals and medical institutions, either directly or
through their sub-distributors.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWRIN

In 2019, the Group continued to extend its business
reach in the PRC. For example, during the year ended 31
December 2019, the Company sold products to 15 new
direct sale customers and 80 new distributors.

The number of sales and marketing personnel of the
Company increased from 25 in 2018 to 30 in 2019.
The expansion of workforce mainly served to assist in
the preparation of tender materials and participation
of centralised purchasing procedure in public hospitals
and medical institutions in the PRC, communicate with
our customers to help better understand the purpose
and characteristics of our products, review qualifications
of distributors, collect feedback from customers and
end-users, provide customer services and coordinate
international cooperation.

Direct Sales

Direct sales revenue dropped from approximately
RMB14.1 million in 2018 to approximately RMB13.0
million in 2019, representing a decrease of RMB1.1
million or 7.8%. The decrease was mainly due to a
decrease in sales of male fertility IVD reagents.

Distribution

The number of distributors increased from 184 at the
beginning of 2019 to 202 at the end of 2019. With
our extensive distribution network, we benefited from
the proven distribution channels and resources of our
distributors, thereby saving the cost of establishing
a broad sales network in the PRC and increasing the
efficiency of distribution and sales of products to target
markets in a short period of time.

Revenue from sale of products to distributors decreased
by approximately RMB2.1 million or 14.6%, from
approximately RMB14.6 million in 2018 to approximately
RMB12.4 million in 2019. The decrease was mainly due
to a decrease in revenue from the sale of our parasite
antibody detection reagents.
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MANAGEMENT DISCUSSION AND ANALYSIS

Product

We price our products based on a number of factors, such
as sales channels, cost of sales, expected demands of
customers and end users for our products, selling prices
of comparable or similar products of our competitors,
sales regions and government policies. In 2019, selling
prices for some of our products decreased slightly
in general, while we observed a significant decrease
in the average sales volume of our male fertility IVD
reagent products and detection kit for IgG antibody to
Schistosoma japonicum by approximately 14.6% and
65.2% respectively.

Also, the sales of auxiliary reproductive supplies and
equipment decreased from approximately RMB2.0
million in 2018 to approximately RMB1.3 million in 2019,
primarily due to an decrease in sales of the assembly-
line type of full-automatic enzyme-linked immunologic
workstation.

Research and Development

We are devoted to our product research and
development and have been recognised as a High and
New Technology Enterprise of the State* (B & #T#
T2 2) in the PRC since 2011. All of our research and
development personnel have been trained in immunology,
biotechnology, biological engineering and biomedical
engineering. We conduct our research and development
activities through our internal research and development
department, which is mainly focused on developing
products that address growing diagnostic needs in the
areas of male and female infertility, as well as improving
the effectiveness and quality of our existing products.

The research and development expenses was
approximately RMB1.8 million in 2019 (2018: RMB1.5
million). This was mainly due to the fact that we had ten
active research projects in 2019 (2018: seven).

*  The English name is for identification purpose
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE M

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

Our Group has funded the liquidity for FY2019 and capital
requirements primarily through internally generated fund
from operating activities and proceeds from the Listing.

As at 31 December 2019, our Group has total cash
and bank balances of approximately RMB48.8 million
compared to approximately RMB54.8 million as at 31
December 2018, which were placed with major banks in
the PRC and Hong Kong and denominated in RMB and
Hong Kong Dollars ("HK$") respectively. The decrease
was mainly due to the payment of daily operating
expenses.

As at 31 December 2019, the lease liabilities upon
application of HKFRS 16 during the year was approximately
RMB1.6 million (2018: Nil). The gearing ratio of our
Group calculated based on the lease liabilities divided by
total equity as at 31 December 2019 was approximately
2.3% (2018: Nil).

There has been no change in the capital structure of the
Company since the Listing. The capital structure of the
Group comprises of issued share capital and reserves. The
equity attributable to owners of the Company amounted
to approximately RMB70.7 million as at 31 December
2019 (2018: RMB71.0 million).

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2019 the Group has 73 full-time
employees (2018: 70). Staff costs recognised in profit
or loss amounted to approximately RMB10.2 million
(2018: RMB6.6 million) for the year ended 31 December
2019 (including directors and other employee salaries
and retirement benefits). Remuneration policies and
packages for the Group’s employees are based on
individual qualifications, performance, experience, and
conditions prevailing in the industry. In addition, various
training sessions are offered to employees to enhance
their product and market knowledge.
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MANAGEMENT DISCUSSION AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES

We believes 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 HK$ and United State
Dollars denominated bank balances. 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 year
ended 31 December 2019. The management will closely
monitor foreign currency exposure and will consider
hedging significant foreign currency exposure should
the need arises.

TREASURY POLICIES

The Group will continue to employ a prudent treasury
policies in managing the Group’s cash balances and
maintain a strong and healthy liquidity to ensure that
the Group is well placed to take advantage of future
growth opportunities.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

For the year ended 31 December 2019, the Group did not
make any material acquisitions or disposals of subsidiaries
and affiliated companies.

SIGNIFICANT INVESTMENT HELD

As at 31 December 2019, the Group did not hold any
significant investment.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN R DT

PLEDGE OF ASSETS

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

CAPITAL COMMITMENTS

As at 31 December 2019, the Group had capital
commitments of approximately RMB78,000 (2018:
329,000) in respect of the acquisition of property, plant
and equipment.

CONTINGENT LIABILITIES

As at 31 December 2019, the Company had no
outstanding corporate guarantee (2018: Nil). As at 31
December 2019, the Group had no banking facilities
and did not have any significant contingent liabilities
(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 and capital
assets as at the date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWMRIN

Comparison of Business Objectives with Actual ¥ EEHEBEREKERLLE

Business Progress

The proceeds raised from the Listing are intended to be M RIEE L EBIEBHR MM EBL R
used for further strengthening our market position and B 3 — 25 3% 58 Fx {9 A9 T 45 o (o2 N 3% K 3 1P
expanding our market shares by pursuing our business HTIHHEE - BRERAEES B ZHEAK
strategies. An analysis comparing the business objectives SEBE B EMBABHEE-_T—-—NLF+H=
as set out in the Prospectus with the Group’s actual +—HIFZEBREFEZLLESTEIN
business progress for the period from the Listing Date | :

up to 31 December 2019 is set out below:

Business objectives as set
out in the Prospectus

BERERFAELER

Actual business progress for the period from the Listing Date to 31
December 2019

BLEmEME-E-AF+ A=+t -HZEBREREE

Development of new products
B 38 37T EE

(i) The Group has completed the clinical trials of vitro diagnostic reagents
for sperm nuclear DNA integrity reagent and is planning to proceed with
registration; (ii) spermatozoa diagnostic reagent, sperm mitochondrial
diagnostic reagent and anti-mullerian hormone with the application of
chemiluminescence technology were in the preliminary phase, and we carried
out works such as data collecting, sourcing of materials and equipment,
and undergoing the demonstration stage of the research and development
program; (iii) we conducted in-depth discussion with the development
partner to solve the technical problem of the fully automated sperm dyeing
detection equipment; and (iv) the Group has completed the debug of the
prototype of semen biochemical immunoassay equipment.

()AEEE TR IEFRONATT R RIS B AR AR - XAt 8ETE
fit: (VERE2RARMABF2EHAL  BFENB2EABRNESR
EHRENPEE - RADETEBRRSE - DHRAEREBRBETHE > XL
ETMERFEFBURBER  (NRMARFEBHETRATRABRAZE
BT RACRARENRMERE  R(vVAEED THATSHRECRERA
RERE -

As at 31 December 2019, the Group has filled up the position of two
research and development personnel (one external recruitment and one
internal transfer), two technicians (both internal transfer) and two production
workers (one external recruitment and one internal transfer). The Group was
unable to hire the expected number of suitable research and development
personnel, technicians and production workers whose experience and
qualifications meet the requirements of relevant positions as a result of the
limited supply of suitable personnel in the market.

RZZB-NF+-A=1t—0  AEECEFREABRAB(—RINBHER
—HRAEE) - MBKMABR(REBRE) KRB EEAR (—RIMFHEE KR —
FNEBAE) B - ARTIS LEE NBHEAR - ARBEREEFRBH
BRMEBTAHBRUMERERLREBRNSENEAE - RMABREE
AE e
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE M

Business objectives as set
out in the Prospectus

BERERFEXEER

Actual business progress for the period from the Listing Date to 31
December 2019

BETmEME-E-AF+ A=+t -HZEBREREE

Improving existing products

HREMNIRBEmR

Expanding our sales network
and enhancing our marketing
activities
BRRMINHE RS R INRHK
RSk VT

Developing auxiliary
reproductive supply business

BREDEEEMRER

Annual Report 2019 4 ¥

The Group has submitted the Class Il medical device registration to
Guangdong Food and Drug Administration for the improved products “seminal
plasma fructose quantitative assay kit” and “seminal plasma neutral alpha-
glucosidase quantitative assay kit"”;

AEEDHBRRER [BEREEERAFEA
HHRTERARANS MERERMEREE
i

2l kBT Ee —HERE
EEBREXE _HBBESWE

As at 31 December 2019, the Group was unable to hire suitable research
and development personnel, technicians and production workers whose
experience and qualifications meet the requirements of the relevant positions
as a result of the limited supply of suitable personnel in the market. Our
Group's existing staff took up the work on a temporary basis.

RZF-NFE+_A=1+—0 dARMHSLEZEANEHEAR - AREREE
EFAGBNAHBEBUMBERLERMERNGENEAR RIMABREE
AB - AEEREETAERHEEBMIIE -

Our staff (i) explored and paid visits to a number of potential and new
customers located in the northern part of the PRC and (ii) provided pre-
sales products consulting and after-sales products maintenance services; and
(iii) participated in 21 annual conferences and academic conferences held
throughout China.
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As at 31 December 2019, the Group has recruited four sales and marketing
personnel and two technicians. The Group was unable to hire the expected
number of suitable sales and marketing personnel whose experience and
qualifications meet the requirements of relevant positions as a result of the
limited supply of suitable personnel in the market.
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The Group is still analysing the market demand of targeted medium and
outlook of the PRC auxiliary reproductive supply market.
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM SHARE OFFER

The shares of the Company (the “Shares”) were listed
on the 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 estimated
expenses payable by the Company in connection with
the Share Offer, amounted to approximately HK$16.6
million. During the period from Listing Date to 31
December 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.

The utilisation of net proceeds from the Share Offer by
the Group is set out below:

Amount of Net Proceeds

Use of Net Proceeds allocated upon listing

BEEEFNWE N

R B ERTEMAR

ZAN/NSIEVAQN: 'S S DN s =R DR iy
GEMLET » R MH A0SE T - KinE
E(EE R BRER)MEFIEFREEMRE
BHEBRAMASUARAKAR BN EERE
NHEMETHI) AN166BEET - B
A E_ZE-NFF+_A=+—HH
M AEEWENEENIBRERI KK
%%Fﬁ%%ﬁﬁﬁﬁ%@Jfﬁﬁﬁﬁmﬁﬁ%%ﬂﬁﬁﬁ%&t
ETE -

AEBEHRMEEMESRBFENERT
SESIINT

Balance as at

Percentage of Use of proceeds from the Listing 31 December
net proceeds

Date to 31 December 2019 2019

RZZ-NF
N - N TZA
- LEAEH FMERETE BLMARE_Z—NE+_A =t—H
FEREEERR TG B #8E B =t+—BHMERERR H&ER
Planned use Actual use
FERE ERR%E
(HK$ million)”  (RMB'000)? (RMB'000) (RMB'000) (RMB'000)
(BBETL) (AR®FT)® (ARETT) (ARETR) (AR®TFRT)
Developing new products, improving
our existing products and carrying
out international cooperation projects
REHMEM  BRAMOREER LA
RERAEERR 6.9 6,087 41.5% 2,142 1,377 4,710
Expanding our sales network and
enhancing our marketing activities
BEAFNHERR RINARANHE
K5 iEREE 4.5 4,01 27.3% 2,804 2,560 1,451
Developing auxiliary reproductive supply
business
ERBYERERER 46 4,100 27.9% 755 - 4,100
Working capital
BEES 06 481 3.3% 200 200 281
Total
st 16.6 14,679 100.0% 5,901 4,137 10,542
Notes: Bk -

(1) The net proceeds from the Share Offer based on the Offer
Price of HK$0.50 per Offer Share.

(2) Translation based on the exchange rate of RMB1.00 to
HK$1.13.

(1) ERGHRBRERMD EEME0.508T 2K
BEMSRIEER -

(2) ERARE1.00THI13EBILZERRE -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE M

The business objectives, future plans and planned use
of proceeds as stated in the Prospectus were based on
the best estimation and assumption of future market
conditions made by the Group at the time of preparing
the Prospectus while the proceeds were applied based
on the actual development of the Group’s business and
the industry.

The remaining unused net proceeds as at 31 December
2019 were placed as bank balances with licensed banks
in Hong Kong and PRC and the Directors are not aware
of any material change to the planned use of proceeds
as of the date of this report.

SUBSEQUENT EVENTS

Save as disclosed elsewhere in the consolidated financial
statements, there were no significant events affecting the
Company that have occurred since the end of the year.
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“BIOGRAPHIES OF DIRECTORS AND SENIOR

MANAGEMENT
EENEREEECERE

Executive Directors

Mr. Zhang Shuguang, aged 49, is our executive Director
and chairman of our Board. He joined our Group in
September 2003 and was appointed as our Director on
3 August 2017 and was re-designated as our Executive
Director on 25 September 2017. He is mainly responsible
for the management of our Board, giving strategic advice
and guidance on the business and operations of our
Group.

Mr. Zhang Shuguang held a master's degree in
engineering from Nippon Institute of Technology, Japan
and has over 15 years of experience in the IVD reagents
industry in the PRC.

Mr. Zhang Shuguang is the brother of Mr. Zhang
Chunguang, who is an executive Director and the chief
executive officer of our Group. Mr. Zhang Shuguang is
also the brother of Mr. Chang Yim Yang, who is our
Controlling Shareholder and a member of our senior
management.

Mr. Zhang Chunguang, aged 52, is our executive
Director and chief executive officer of our Group. He
joined our Group in July 2008 and was appointed as
our Director on 3 August 2017 and re-designated as our
executive Director on 25 September 2017. He is mainly
responsible for our business operations and the day-to-
day management of our Group.

Mr. Zhang Chunguang graduated from Hubei Institute
of Economics, in the PRC, majoring in economic English
and has over 10 years of experience in the IVD reagents
industry in the PRC.

Mr. Zhang Chunguang is the brother of Mr. Zhang
Shuguang, who is an executive Director and the chairman
of our Board. Mr. Zhang Chunguang is also the brother
of Mr. Chang Yim Yang, who is a Controlling Shareholder
and a member of our senior management.
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Mr. Poon Lai Yin Michael, aged 48, is our executive
Director, chief financial officer and compliance officer
of our Group. He joined our Group as our Director
on 3 August 2017. On 25 September 2017, he was
designated as our executive Director and appointed as
our compliance officer. He is responsible for the financial
management of our Group.

Mr. Poon Lai Yin Michael held a master's degree in
practising accounting from Monash University, Australia.
He has been a fellow member of Hong Kong Institute of
Certified Public Accountants (“HKICPA") since July 2009,
and a member with CPA Australia since March 2000
respectively. He passed the qualification examination of
Asset Management Association of China in 2016. He
has over 20 years of experience in financial reporting,
business advisory, auditing, taxation, accounting, merger
and acquisition.

Mr. Poon Lai Yin Michael is currently an independent
non-executive director in a number of Hong Kong listed
companies and a Singapore listed company, namely
China Uptown Group Company Limited (stock code:
2330.HK) since November 2006, Smartac Group China
Holdings Limited (formerly known as Sino Dragon New
Energy Holdings Limited, China Zirconium Limited and
Asia Zirconium Limited) (stock code: 0395.HK) since
January 2010, Teamway International Group Holdings
Limited (formerly known as Jin Bao Bao Holdings Limited)
(stock code: 1239.HK) since 19 March 2019, and LFG
Investment Holdings Limited (stock code: 3938.HK) since
10 September 2019, the shares of these companies are
listed on the main board of the Stock Exchange, and
Niche-Tech Group Limited (stock code: 8490.HK) since 28
June 2019, the shares of the Company are listed on GEM.
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Mr. He Jiaming, aged 34, is our executive Director. He
joined our Group as a business development director in
January 2019. He is mainly responsible for evaluating and
developing new products in connection with male fertility
and exploring overseas business cooperation opportunities.

Mr. He Jiaming graduated from University of Manchester
in the United Kingdom in 2010, with a combined
bachelor and master degree in chemistry and has over
four years of experience in the fields of biochemistry and
international trading.

Independent Non-executive Directors

Dr. Yeung David Wai Chow, aged 73, was appointed
as our independent non-executive Director on 26
November 2018. He is responsible for supervising our
Group’s compliance, corporate governance matters and
providing independent advice to our Group.

Dr. Yeung David Wai Chow obtained a bachelor’s degree
in medicine and surgery and master’s degree in social
sciences (behavioural health) from the University of Hong
Kong in October 1971 and November 2010, respectively.
He currently holds medical practitioner licences in Hong
Kong and California, the United States respectively. He
also obtained a certificate from the American Board of
Nuclear Medicine, American Board of Pediatrics and
American Board of Integrative Holistic Medicine in the
United States in December 1975, September 1976 and
December 2016, respectively.

Dr. Yeung David Wai Chow has over 40 years of
experience in nuclear medicine and management. He
had worked in several hospitals and a university with
respect to nuclear medicine. He is currently the honorary
professor of the department of diagnostic radiology of
the University of Hong Kong.

EENEREEBZEBRE

AEBLE 345 RAKENRTE
ZEoBR-ZFE-NF-ANMAXEEEE
FBEREF  -KIBRENENAER
SUETEHRBNTER  ARSHEINE
Bales -

MEREER T ZTFEXNEHEH
HRFARE  HHEECBEELNATEMN - &
EYEERBRESEEEEBHNFHNE

BAFITES

BENEE 73 R-F—\F+—
At RBEZERRMNBIULIFNTE
= -REBERLAKRENEGR  bXER
FERAAEERR{BIER -

BREMBESIR—NtEt—F+ARZE
—EFT+-—HARGEEBERERNIINEZRIESR
TEMNURTERE(TTARR)BE LS
7 - HERIDRFERBREENMNAE
BEHEER - BTR—NAEEF+ZAH -
—NtERNFAAR-ZE—RF+-ARNE
R ERERZEELZEE  ZBER
ZEEZHBRAERBREZSSHEN
BRIUR

BETNE R BB R E B A MA0FE
B BRERBREMABBERES
BT - 0 AT AT B A BT DI S
REBHE -

EEAYEEZERAEM AT Huakang Biomedical Holdings Company Limited

23



24

BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EENSREERZERE

Mr. Kwok Chi Shing, aged 58, was appointed as our
independent non-executive Director on 26 November
2018. He is responsible for supervising our Group’s
compliance, corporate governance matters and providing
independent advice to our Group.

Mr. Kwok Chi Shing obtained master’'s degree in arts
in economics with accountancy from The University of
Aberdeen, the United Kingdom in July 1986. He has been
a chartered accountant in Scotland, the United Kingdom
since November 1989. He has been a certified public
accountant, certified tax advisor and certified financial
planner in Hong Kong since January 1991, June 1992
and October 2001 respectively. He became a member
of China Mergers & Acquisitions Association in March
2014. He has more than 20 years of experience in audit
assurance, cross border taxation and project finance. He
is currently the director of LKKC C.P.A. Limited.

Mr. Kwok Chi Shing has been a director of Pok Oi
Hospital, Hong Kong since 2015 and he was appointed
as the founding second vice president of the Lions Club
of Hong Kong New Territories West Limited in 2015.

Mr. Kwok Chi Shing is currently an independent non-
executive director in a number of Hong Kong listed
companies and a Singapore listed company, namely
Grand Ocean Advanced Resources Co. Ltd (stock code:
65.HK) (formerly known as Angel Technology Co Ltd),
the shares of which are listed on the main board of the
Stock Exchange since 27 January 2006, Speed Apparel
Holding Limited (stock code: 8183.HK) since 23 January
2017, and Hang Chi Holdings Limited (stock code: 8405.
HK) since June 2017, the shares of both are listed on
GEM.
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Mr. Chan Kin Sang, aged 68, was appointed as our
independent non-executive Director on 26 November
2018. He is responsible for supervising our Group’s
compliance, corporate governance matters and providing
independent advice to our Group.

Mr. Chan Kin Sang graduated from the University of
Hong Kong with a bachelor’s degree in laws in November
1979. He was admitted as a notary public in April 1997.
He is currently a fellow of the Hong Kong Institute
of Directors, a China-appointed attesting officer and a
practising solicitor in Hong Kong. He has over 30 years
of experience in legal practice in Hong Kong and he is
currently the partner of the Peter K.S. Chan & Co.

Mr. Chan Kin Sang is currently an independent non-
executive director in a number of Hong Kong listed
companies and a Singapore listed company, namely
China Fortune Financial Group Limited (stock code: 290.
HK) since July 2014, and Pak Tak International Limited
(stock code: 2668.HK) since April 2018, the shares of
them are listed on the main board of the Stock Exchange.
Mr. Chan Kin Sang is currently also a director of Guanghe
Landscape Culture Communication Co., Limited (stock
code: 600234.SH) since June 2016, a company listed on
the Shanghai stock exchange.
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Senior Management

Mr. Chang Yim Yang, aged 57, is vice chairman
and a director of RINEREMBEZIRAR A A
(Shenzhen Huakang Bio-Medical Engineering Limited™*)
("Shenzhen Huakang”) and a director of King
Grace Company Limited (“King Grace”). He joined
our Group in September 2003 and has been mainly
responsible for the general management and business
development of Shenzhen Huakang. He has over 16
years of experience in mergers and acquisitions as well
as capital market operations.

Mr. Chang Yim Yang is the brother of Mr. Zhang
Shuguang, who is our Controlling Shareholder, our
executive Director and chairman of our Board. Mr. Chang
Yim Yang is also the brother of Mr. Zhang Chunguang,
who is an executive Director and the chief executive
officer of our Group.

Mr. Chau Lai Ki, aged 36, is the financial controller
of our Group and our company secretary. He is mainly
responsible for the financial management and company
secretarial matters of our Group. He joined our Group
and appointed as company secretary of our Company
on 25 September 2017. He was further appointed as
financial controller of our Group on 7 November 2017.

Mr. Chau Lai Ki held a master’s degree in professional
accounting from The Hong Kong Polytechnic University.
He is a practising member of the HKICPA and has over
14 years of experience in the finance and accounting
industry.

* The English name is for identification purpose
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Mr. Fu Jianhua, aged 54, is the deputy general manager
and chief technology officer of Shenzhen Huakang.
He joined our Group in January 2014 and is mainly
responsible for the technology research and development
of our Group.

Mr. Fu Jianhua held a bachelor’s degree in science from
Wuhan University, the PRC and has over 18 years of
experience in the medical devices and IVD reagents
industry in the PRC.

Mr. Zeng Zhouxiang, aged 42, is the deputy general
manager of Shenzhen Huakang. He joined our Group in
September 2003 and is mainly responsible for the day-to-
day management and assisting on corporate governance
matters of our Group.

Mr. Zeng Zhouxiang held a bachelor’'s degree of
engineering from South China University of Technology,
the PRC and has over 16 years of experience in the IVD
reagents industry in the PRC.

Compliance Officer

Mr. Poon Lai Yin Michael was appointed as the
compliance officer of our Company on 25 September
2017. For his qualifications and experience, please refer
to the paragraph headed “Executive Directors” in this
section.

Company Secretary

Mr. Chau Lai Ki was appointed as our company secretary
on 25 September 2017. He is also the financial controller
of our Group. For his qualifications and experience, please
refer to the paragraph headed “Senior Management”
in this section.
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Pursuant to Rule 18.44 of the GEM Listing Rules, the
Board is pleased to present this corporate governance
report for the year ended 31 December 2019. This report
highlights the key corporate governance practices of the
Company.

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.

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 year ended 31
December 2019 and 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 an effective and
adequate internal control system is in place. The Board
also convened meetings to discuss financial, operational
and risk management control.
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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 confirmed that they had 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
noncompliance of the Required Standard by the relevant
employees was noted by the Company.

Non-Competition Undertaking

In order to maintain a clear delineation of the businesses
between our Group and our controlling shareholders,
the latter have entered into a deed of non-competition
in favour of our Company (for ourselves and as trustee
for each of our subsidiaries from time to time) on 27
November 2018 (the “Deed of Non-Competition”) to
the effect that each of them will not, and will procure
each of their respective close associates (as defined in the
GEM Listing Rules) not to, directly or indirectly participate
in, or hold any right or interest, or otherwise be involved
in any business which may be in competition with our
businesses.

For details of the Deed of Non-Competition, please refer
to the section headed “Relationship with our Controlling
Shareholders — Non-competition Undertakings from Our
Controlling Shareholders” in the Prospectus.
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The Company has received a written confirmation from
the controlling shareholders that they have complied
with the terms of the Deed of Non-Competition in the
year ended 31 December 2019. The independent non-
executive Directors have also reviewed the status of
compliance and written confirmation from the controlling
shareholders, and noted that all the undertakings under
the Deed of Non-Competition have been complied with
by each of the controlling shareholders for the year
ended 31 December 2019.

Board of Directors

The overall management of the Group's business is
vested in the Board which assumes the responsibility of
leadership and control of the Group and is collectively
responsible for promoting the success of the Group by
directing and supervising its affairs. All Directors make
decisions objectively in the interests of the Group.

The Board formulates strategies and sets directions
for the Group’s activities to develop its business and
enhance shareholders’ value. The Board also assumes
the responsibilities for maintaining high standard
of corporate governance, including among others,
reviewing the Company’s policies and practices on
corporate governance, and reviewing and monitoring
the Company's policies and practices in compliance with
legal and regulatory requirements.

The Board has established board committees with
specific written terms of reference which deal clearly
with the committees’ authority and duties. Details of the
respective committee’s terms of reference are available at
the websites of the Company and the Stock Exchange.

The day-to-day management, administration and
operation of the Group are delegated to the executive
Directors and the senior management. The delegated
functions and work tasks are periodically reviewed.
Approval has to be obtained from the Board for significant
transactions.
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Board Composition

During the Relevant Period, the Board comprises seven
Directors of which four are executive Directors and
three are independent non-executive Directors. The
composition of the Board during the Relevant Period
is as follows:

Executive Directors

Mr. Zhang Shuguang (Chairman)

Mr. Zhang Chunguang (Chief Executive Officer)

Mr. Poon Lai Yin Michael (Chief Financial Officer)

Mr. He Jiaming (Business Development Director)
(appointed on 14 January 2020)

Independent Non-executive Directors

Dr. Yeung David Wai Chow
Mr. Kwok Chi Shing
Mr. Chan Kin Sang

The biographical information of the Directors and
relationships between the members of the Board are set
out in the section headed “Biographies of Directors and
Senior Management” on pages 21 to 27 of this report.
Mr. Zhang Shuguang, Mr. Zhang Chunguang and Mr.
Chang Yim Yang (one of our senior management) are
brother, and Mr. Zhang Shuguang and Mr. Chang Yim
Yang are our controlling shareholder.
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Board and Committee Meetings

Regular Board meetings should be held at least four times
a year involving active participation, either in person
or through electronic means of communication, of a
majority of Directors. At least 14 days’ notice is given for
a regular Board meeting. For all other Board meetings,
notice will be given in a reasonable time in advance.
The Directors are allowed to include any matter in the
agenda that is required for discussion and resolution
at the meeting. To enable the Directors to be properly
briefed on issues arising at each of the Board meetings
and to make informed decisions, an agenda and the
accompanying Board papers will be sent to all Directors
at least three days before the intended date of the Board
meeting, or such other period as agreed. The company
secretary is responsible for keeping all Board meetings’
minutes. Draft and final versions of the minutes will be
circulated to the Directors for comments and record
respectively within a reasonable time after each meeting
and the final version is open for the Directors’ inspection.
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The attendance records of each Director at Board and fEBRHME @ SESHEEESehEZESS
Committee meetings, at the annual general meeting % WRAFAS([RERBEKRE ) K%
("AGM") and extraordinary general meeting ("EGM") H4&FFIA S ([ BRERSH KE ) K &L 8k
during the year ended 31 December 2019 are as follows:  #1°F :

Number of meetings attended/eligible to attend

HE/ TS MNERAY
Audit Remuneration  Nomination
Board Committee =~ Committee ~ Committee AGM EGM
Name of Directors L BEg® ENZEE® FHMZEE E5ZE82 RRAFAT RREAAE
Executive Directors: HITES !
Mr. Zhang Shuguang REREE 4/4 N/A N/A 22 17 1”n
Mr. Zhang Chunguang RERLE 4/4 N/A 22 N/A 11 171
Mr. Poon Lai Yin Michagl BEELE 414 N/A N/A N/A 0/ 111
Mr. He Jiaming (appointed with ~ [AE#HAE (RZZT=TF
effect from 14 January 20200  —A+MAEZE) 0/0 N/A N/A N/A N/A N/A
Independent non-executive BUIHTES:
Directors:
Dr. Yeung David Wai Chow BENE 414 44 22 22 11 171
Mr. Kwok Chi Shing PERTE 4/4 4/4 2 N/A 11 0/1
Mr. Chan Kin Sang REELE 414 414 /A 1 /1 171
Total meeting(s) held during BE_Z-NETZA
the year ended 31 December =T-BIEFER
2019 BNeHEY 4 4 2 2 1 1
Chairman and Chief Executive Officer ITERTHAR

Code provision A.2.1 of the CG Code provides that the & a<PRITRETA2. 1EET - TfE
roles of chairman and chief executive officer should @miTHEHMmACEERS @ W AEH—
be separate and should not be performed by the same A FE3(F o

individual.

The positions of chairman and chief executive officer are =+ = 68 17 B 48 & R E B (7 9 B (3 SR AE e 4%
held by Mr. Zhang Shuguang and Mr. Zhang Chunguang 4 R & e AT - T EETHRAR Y
respectively. The roles of the chairman and the chief @mEPEAHIHTEATIET @ AR
executive officer have been separated and assumed by  HAZHEDHIHE - TRIEHEERRE
different individuals to ensure a balance of power and ZewEIEKE - TEASEE  TEE
authority so that power is not concentrated inany member & =e A BUE/EMEE - THARTE
of the Board. The chairman provides leadership and is g &ANFIHBEEERE R E S
responsible for the effective functioning and leadership ;& o

of the Board. The chief executive officer focuses on the

Company'’s business development and daily management

and operations generally.
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Independent Non-executive Directors

During the Relevant Period, the Board at all times met
the requirements of the GEM Listing Rules relating to the
appointment of at least three independent non-executive
directors, accounting for at least one-third of the Board,
with at least one independent non-executive director
possessing the appropriate professional qualifications or
accounting or related financial management expertise.

Prior to their respective appointment, each of the
independent non-executive Directors has submitted a
written statement to the Stock Exchange confirming their
independence. The Company has received from each
of the independent non-executive Directors an annual
confirmation of his independence pursuant to Rule
5.09 of the GEM Listing Rules and the Board considers
that all the independent non-executive Directors to be
independent and meet the requirements as set out in
Rule 5.09 of the GEM Listing Rules as at 31 December
2019. The Company considers all independent non-
executive Directors are independent.

Appointment and Re-election of Directors

Each of Mr. Zhang Shuguang, Mr. Zhang Chunguang
and Mr. Poon Lai Yin Michael, who were appointed on
25 September 2017, has entered into a service contract
with the Company commencing from the Listing Date,
which has no fixed term and can be terminated by
either party giving not less than three months’ notice
in writing to the other party. Mr. He Jiaming, who was
appointed on 14 January 2020, has entered into a service
contract with the Company for an initial fixed term of
three years commencing from the date of appointment
and can be terminated by either party giving not less
than three months’ notice. Each of the independent
non-executive Directors has entered into an appointment
letter with our Company for an initial term of three years
commencing from the Listing Date unless terminated by
either party giving not less than one month’s written
notice to the other party. Each of the appointments is
subject to termination provisions therein and provisions
on retirement by rotation of Directors as set out in the
Articles of Association.
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Save as disclosed aforesaid, none of the Directors
has entered into any service agreement or letter of
appointment with the Company or any of its subsidiaries
which is not determinable by the Company within one
year without the payment of compensation (other than
statutory compensation).

All the Directors, including the independent non-
executive Directors, are subject to retirement by rotation
and eligible for re-election in accordance with the Articles
of Association. At each AGM, one-third of the Directors
for the time being, or, if their number is not a multiple
of three, then the number nearest to but not less than
one-third, shall retire from office by rotation, provided
that every Director shall be subject to retirement by
rotation at an AGM at least once every three years. A
retiring Director shall be eligible for re-election and shall
continue to act as a Director throughout the AGM at
which he retires. The Directors to retire by rotation shall
include (so far as necessary to ascertain the number of
Directors to retire by rotation) any Director who wishes
to retire and does not offer himself for re-election. Any
further Directors so to retire shall be those of other
Directors subject to retirement by rotation who have
been the longest in office since their last re-election or
appointment and so that as between the persons who
became or were last re-elected Directors on the same
day, those to retire shall (unless they otherwise agree
among themselves) be determined by lot. A Director is
not required to retire upon reaching any particular age.

The Company may from time to time in general meeting
by ordinary resolution elect any person to be a Director
either to fill a casual vacancy or as an additional Director.
Any Director so appointed shall be subject to retirement
by rotation.
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The Board shall have the power from time to time and
at any time to appoint any person as a Director either
to fill a casual vacancy or as an additional Director.
Any Director appointed by the Board to fill a casual
vacancy shall hold office until the first general meeting
of the Company after his appointment and be subject to
reelection at such meeting. Any Director appointed by
the Board as an addition to the existing Board shall hold
office only until the next following AGM and shall then
be eligible for re-election. Any such Director appointed
shall not be taken into account in determining which
particular Directors or the number of Directors who are
to retire by rotation at an AGM.

Responsibilities of the Directors

The Board should assume responsibility for leadership and
control of the Company; and is collectively responsible
for directing and supervising the Company’s affairs.

The Board directly, and indirectly through its committees,
leads and provides direction to management by laying
down strategies and overseeing their implementation,
monitors the Group’s operational and financial
performance, and ensures that sound internal control
and risk management systems are in place.

All Directors, including independent non-executive
Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to
the Board for its efficient and effective functioning.

The independent non-executive Directors are responsible
for ensuring a high standard of regulatory reporting of
the Company and providing a balance in the Board for
bringing effective independent judgement on corporate
actions and operations.

All Directors have full and timely access to all the
information of the Company and may, upon request,
seek independent professional advice in appropriate
circumstances, at the Company’s expenses for discharging
their duties to the Company.
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The Directors shall disclose to the Company details of
other offices held by them.

The Board reserves for its decision on all major matters
relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in
particular those that may involve conflict of interests),
financial information, appointment of Directors and
other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the
Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.

Indemnity of the Directors

The Company has arranged appropriate insurance
coverage on Directors’ and officers’ liabilities in respect
of any legal actions taken against Directors and senior
management arising out of corporate activities. The
insurance coverage would be reviewed on an annual
basis.

Continuous Professional
Directors

Development of

Directors shall keep abreast of regulatory developments
and changes in order to effectively perform their
responsibilities and to ensure that their contribution to
the Board remains informed and relevant.

Every newly appointed Director has received induction
on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations
of the Company and full awareness of Director’s
responsibilities and obligations under the GEM Listing
Rules and relevant statutory requirements.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills. All Directors are encouraged
to attend relevant training courses at the Company’s
expenses.
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All the Directors were kept informed on a timely basis
of major changes that may have affected the Group's
business, including relevant rules and regulations. During
the year, all Directors have participated in continuous
professional development to develop and refresh their
knowledge and skills in accordance with code provision
A.6.5 contained in the CG Code.

The Company organised training sessions for all Directors.
Such training sessions covered a wide range of relevant
topics including Directors’ duties and responsibilities,
corporate governance and updates on GEM Listing Rules,
etc. In addition, relevant reading materials including
memorandum on the duties and responsibilities of the
Directors have been provided to the Directors for their
reference and studying.

The record of continuous professional development
relating to Director’s duties and regulatory and business
development that have been received by the Directors
for the Relevant Period are summarised as follows:

EESHRBERABRAEYEANKHE
EBMEANEL - BEMEBERRNER -
TR FEESHERBEXREIRTAIMN
TGN EA SRS MFEFE R LRI
TR N ST EL A M R e

ARRR/AEEETERNIFIRE - &K
BIIREREZ ERERE  BREEFRH
BAEE - EXERKRGEM LMK
MEMF - W - EFCEREHABEE
M BREZBELRBEGRTE - AH
BRERERHE -

ERNERBRMEREREERERE
EEBERNFEFIFERCEB AL

®
":é
S

Nature of Continuous
Professional
Development

Programmes  (Notes)
Name of Directors EEHR BESXBERIABMHE (WR)
Executive Directors: WITEE
Mr. Zhang Shuguang SREE A& A&B
Mr. Zhang Chunguang RENITE A&B
Mr. Poon Lai Yin Michael ERBLAE A&B
Mr. He Jiaming (B HES A&B
Independent non-executive Directors: B IFHITE S ¢
Dr. Yeung David Wai Chow T IETKER A&B
Mr. Kwok Chi Shing BEKEE A&B
Mr. Chan Kin Sang BREZAE B4 A&B
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Notes:

A: Attending seminars and/or meetings and/or forums and/
or briefings

B: Reading materials relevant to corporate governance,
director’s duties and responsibilities, GEM Listing Rules
and other relevant ordinances

Board Committees

The Board has established three committees on 26
November 2018, namely, the Audit Committee,
Remuneration Committee and Nomination Committee,
for overseeing particular aspects of the Company’s affairs.
All Board committees of the Company are established
with specific written terms of reference which deal clearly
with their authority and duties. The terms of reference
of the Audit Committee, Remuneration Committee and
Nomination Committee are posted on the Company’s
website and the Stock Exchange’s website and are
available to shareholders upon request.

The list of the chairman and members of each Board
committee is set out under “Corporate Information”
on page 2.

Audit Committee

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.
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The terms of reference of the Audit Committee are in
compliance with Rules 5.28 to 5.33 of the GEM Listing
Rules and paragraph C.3 of the CG Code and Corporate
Governance Report as set out in Appendix 15 to the GEM
Listing Rules. 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 Audit Committee shall hold at least
two meetings a year.

For the year ended 31 December 2019, 4 meetings
have been held for the Audit Committee to review,
the quarterly, interim, and annual financial results and
reports and significant issues on the financial reporting,
operational and compliance controls, the effectiveness
of the risk management and internal control systems
and continuing connected transactions.

The attendance of each member of the Audit Committee
is set out in the section headed “Board and Committee
Meetings” of this report.

Remuneration Committee

The Remuneration Committee consists of three members,
namely Mr. Kwok Chi Shing (Chairman) and Dr. Yeung
David Wai Chow, both are independent non-executive
Directors, and Mr. Zhang Chunguang, an executive
Director.
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The terms of reference of the Remuneration Committee
are in compliance with Rules 5.34 to 5.36 of the GEM
Listing Rules and paragraph B.1 of the CG Code and
Corporate Governance Report as set out in Appendix
15 to the GEM Listing Rules. The primary functions of
the Remuneration Committee include (i) reviewing and
making recommendations on the remuneration packages
of individual executive Directors and senior management,
the remuneration policy and structure for all Directors
and senior management; (ii) establishing formal and
transparent procedures for developing such remuneration
policy and structure to ensure that no Director or any
of his/her associates will participate in deciding his/her
own remuneration; (iii) reviewing and approving the
management’s remuneration proposals with reference to
the Board's corporate goals and objectives; (iv) assessing
performance of executive Directors; and (v) approving
the terms of executive Directors’ service contracts. The
Remuneration Committee shall meet not less than once
every year.

For the year ended 31 December 2019, the Remuneration
Committee met 2 times to review and make
recommendation to the Board on the remuneration
policy and the remuneration packages of the executive
Directors.

The attendance of each member of the Remuneration
Committee is set out in the section headed “Board and
Committee Meetings” of this report.

Details of the remuneration of the Directors and senior
management are set out in note 8 in the Notes to the
consolidated financial statements for the year ended 31
December 2019.

Nomination Committee

The Nomination Committee consists of three members,
namely Mr. Zhang Shuguang (Chairman), an executive
Director, Dr. Yeung David Wai Chow and Mr. Chan Kin
Sang, both are independent non-executive Director.
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The terms of reference of the Nomination Committee
are in compliance with paragraph A.5 of the CG Code
and Corporate Governance Report as set out in Appendix
15 to the GEM Listing Rules. The principal duties of
the Nomination Committee include reviewing the Board
composition, developing and formulating relevant
procedures for the nomination and appointment of
Directors, making recommendations to the Board on
the appointment and succession planning of Directors,
and assessing the independence of independent non-
executive Directors.

For the year ended 31 December 2019, the Nomination
Committee met 2 times to review among other things,
the independence of the independent non-executive
Directors; consider the qualifications of the retiring
directors standing for election at the 2018 annual general
meeting; review the structure, size and composition of
the Board and review the Board diversity policy adopted
by the Company.

The attendance of each member of the Nomination
Committee is set out in the section headed “Board and
Committee Meetings” of this report.

In assessing the Board composition, the Nomination
Committee would take into account various aspects as
well as factors concerning Board diversity as set out in
the Company’s Board diversity policy and procedures
for shareholders to propose a person for election as
a Director of the Company, including but not limited
to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and industry
and regional experience etc. The Nomination Committee
would discuss and agree on measurable objectives for
achieving diversity on the Board, where necessary, and
recommend them to the Board for adoption.
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In identifying and selecting suitable candidates for
directorships, the Nomination Committee would consider
the candidate’s character, qualifications, experience,
independence and other relevant criteria necessary
to complement the corporate strategy and achieve
Board diversity, where appropriate, before making
recommendation to the Board.

The Nomination Committee considered an appropriate
balance of diversity perspectives of the Board is
maintained.

Corporate Governance Functions

The Board as a whole is responsible for performing the
functions set out in the code provision D.3.1 of the CG
Code.

During the year, the Board had reviewed the Company’s
corporate governance policies and practices, training
and continuous professional development of Directors
and senior management, the Company’s policies and
practices on compliance with legal and regulatory
requirements, the compliance of the Model Code and
compliance manual (if any) applicable to employees and
Directors, the Company’s compliance with the CG Code
and disclosure in this report, and communicate with
various level of staff to ascertain the implementation of
policies and procedures on corporate governance.
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Risk Management and Internal Controls

The Company has in place policies and procedures
in relation to risk management and internal control.
The Board is primarily responsible for overseeing the
risk management and internal control systems and for
reviewing their effectiveness. The Company’s internal
control system and procedures are designed to meet
its specific business needs and to minimise its risk
exposure. The Company has adopted different internal
guidelines, along with written policies and procedures
to monitor and lessen the impact of risks which are
relevant to its business and control its daily business
operations. Management will identify the risks associated
with the Group's day-to-day operations for review by
the Board. The Board is responsible for evaluating and
determining the nature and extent of the risks that the
Company is willing to take in achieving the Company’s
strategic objectives, and ensuring that the Company
establishes and maintains appropriate and effective risk
management and internal control systems. The Board
oversees management in the design, implementation
and monitoring of the risk management and internal
control systems. The Board acknowledges that such risk
management and internal control systems are designed
to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide
reasonable but not absolute assurance against material
misstatement or loss.
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The Group does not have an internal audit function and
is currently of the view that there is no immediate need
to set up an internal audit function within the Group
considering the size, nature and geography of the Group’s
business. The Directors are responsible for formulating
and overseeing the implementation of the Group’s risk
management and internal control measures. The Group
has engaged an external independent internal control
consultant (the “IC Consultant”) to conduct an internal
control review on the internal control system of the Group
for the year ended 31 December 2019. Such review is
conducted annually. The review covers certain business
cycles and procedures undertaken by the Group and
make recommendations for improving and strengthening
the system. The scope of the IC Consultant’s review was
previously determined and approved by the Board. The
IC Consultant has recommended certain internal control
improvement measures to the Board. The Board is of the
view that no material internal control defeats have been
noted. All recommendations given by the IC Consultant
will be properly followed up by the Group to ensure
that they are implemented within a reasonable period
of time. The Directors were of the view that the risk
management and internal control systems were adequate
and effective to safeguard the interest of shareholders
and the Group's assets.

The Board, through the Audit Committee, has conducted
a review of the effectiveness of the risk management
and internal control systems of the Group covering all
material controls, including financial, operational and
compliance controls functions. The Board considers
that the Group'’s risk management and internal control
systems are adequate and effective. The Board expects
that a review of the risk management and internal control
systems will be performed annually.
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Remuneration of Directors and Senior

Management

Particulars of the Directors’ remuneration for the year
ended 31 December 2019 are set out in note 8 in the
Notes to the consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code, the
remuneration of the members of the senior management
(other than the Directors) whose particulars is contained
in the section headed “Biographical Information of the
Directors and Senior Management” in this report by
band is set out below:

EERSREEETH

BE_T-NFT_A=+T—HLFED
EEHMFIRENER S M MRS -

RIEDEERTRIA ST ARXEFEB. 1.5

SREEBKE (BRI (HFBHRA
BREEENGRERERE ]| &) REE
S HF AT

Number of individuals

Remuneration band (in HK$) FeE (B ABL
Nil to 1,000,000 Z£%£1,000,000 4
External Auditors and Their Remuneration JNEE AR B ET B2 H H M

Mazars CPA Limited (“Mazars”) is the external auditor HEBB(HEE)LAMELMEAR A T
of the Company. The Audit Committee is responsible ([HBZEE |)AARN T INEZEED - T|AX
for making recommendation to the Board on the ZEe G/ EXEMNERT  EFHE
appointment, reappointment and removal of the external I R4 mES B L HERZS - HEZS

auditor, which is subject to the approval by the Board
and at the general meetings of the Company by its
shareholders.

During the year ended 31 December 2019, the
remuneration for the audit services provided by the
Company’s auditor to the Group was as follows:

T ENRECMERBALESTSHERK
RRARFRRAEG L& -

RBEE-_FT-AF+_A=T—HLHF
AR BN R A SR B AR AV AR R

T

§§$><T¢+59

HK$ Equivalent to RMB
BT HERARE

Annual audit service for BE_Z—hhFt+=-A=1+—H
the year ended 31 December 2019 IFFEMFEEZRG 700,000 619,000
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Respective Responsibilities of Directors and
Auditors

The Directors acknowledge their responsibilities for the
preparation of accounts for the year ended 31 December
2019, which give a true and fair view of the state of
affairs of the Group and of the results and cash flows
for that period and comply with the requirement of the
Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) ("Hong Kong Companies Ordinance”) and the
applicable disclosure provisions of the Listing Rules.

The auditors are responsible for forming an independent
opinion, based on the audit, on the financial statements
prepared by the Directors and reporting the opinion
solely to the Company’s shareholders.

The Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Group’s ability to continue as a going
concern. The statement of the independent auditors of
the Company about their reporting responsibilities on
the financial statements is set out in the “Independent
Auditors’ Report” on pages 106 to 114.

Disclosure of Inside Information

The Group acknowledges its responsibilities under the
Securities and Futures Ordinance, Chapter 571 of the
laws of Hong Kong and the GEM Listing Rules and the
overriding principle that inside information should be
announced promptly when it is the subject of a decision.
The procedures and internal controls for the handling
and dissemination of inside information are as follows:

e the Group conducts its affairs with close regard to
the disclosure requirement under the GEM Listing
Rules as well as the “Guidelines on Disclosure of
Inside Information” published by the Securities and
Futures Commission of Hong Kong in June 2012;
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e the Group has implemented and disclosed its policy
on fair disclosure by pursuing broad, nonexclusive
distribution of information to the public through
channels such as financial reporting, public
announcements and the Company’s website;

e the Group has strictly prohibited unauthorised use
of confidential or inside information; and

e the Group has established and implemented
procedures for responding to external enquiries
about the Group’s affairs, the Board will decide, or
designate appropriate persons to communicate with
parties outside the Group.

Company Secretary

Company secretary supports the Board by ensuring
good information flow within the Board and that the
Board policy and procedures are followed. The company
secretary is responsible for advising the Board on corporate
governance matters and facilitating induction and
professional development of the Directors. All Directors
have access to the advice and services of the company
secretary to ensure that the Board procedures and all
applicable laws, rules and regulations, are followed.

Mr. Chau Lai Ki was appointed as the company secretary
of the Company on 25 September 2017 and has
complied with all requirements relating to qualifications,
experiences and training under the GEM Listing Rules. For
the year ended 31 December 2019, he has undertaken
not less than 15 hours of relevant professional training
respectively in compliance with rule 5.15 of the GEM
Listing Rules.
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Shareholders’ Rights

To safeguard shareholder interests and rights, separate
resolution should be proposed for each substantially
separate issue at general meetings, including the election
of individual Director. All resolutions put forward at
general meetings will be voted by poll pursuant to the
GEM Listing Rules and poll results will be posted on the
websites of the Company and of the Stock Exchange
after each general meeting.

Convening an EGM

Pursuant to Article 58 of the Articles of Association of
the Company, shareholders may convene an EGM in
accordance with the “Procedures for Shareholders to
convene an EGM" set out below.

Procedures for Shareholders to Convene an EGM

Any one or more shareholders holding at the date of
deposit of the requisition not less than 10% of the paid-
up capital of the Company carrying the right of voting
at general meetings of the Company (the ”“Eligible
Shareholder(s)”) shall at all times have the right, by
written requisition to the Board or the company secretary
for the purpose of requiring an EGM to be called by the
Board for the transaction of any business specified in
such requisition, including making proposals or moving
a resolution at the EGM.

Eligible Shareholders who wish to convene an EGM for
the purpose of making proposals or moving a resolution
at the EGM must deposit a written requisition (the
“Requisition”) signed by the Eligible Shareholder(s)
concerned (the “Requisitionist(s)”) at the principal place
of business of the Company in Hong Kong (presently
located at 3rd Floor, Effectual Building, 16 Hennessy
Road, Wanchai, Hong Kong) for the attention of the
company secretary. The Requisition must state clearly
the name(s) of the Requisitionist(s) concerned, his/her/
their shareholdings in the Company, the reason(s) to
convene an EGM and the proposed agenda.
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The Company will check the Requisition and the identity
and shareholding of the Requisitionist(s) will be verified
with the Company’s branch share registrar in Hong Kong.
If the Requisition is found to be proper and in order, the
company secretary will ask the Board to convene an EGM
and/or include the proposal(s) made or the resolution(s)
proposed by the Requisitionist(s) at the EGM within
two months after the deposit of the Requisition. On the
contrary, if the Requisition has been verified as not in
order, the Requisitionist(s) will be advised of the outcome
and accordingly, the Board or the company secretary will
not call for an EGM nor include the proposal(s) made
or the resolution(s) proposed by the Requisitionist(s) at
the EGM.

If within 21 days of the deposit of the Requisition the
Board or the company secretary fails to proceed to
convene such EGM, the Requisitionist(s) himself/herself/
themselves may do so in the same manner, and all
reasonable expenses incurred by the Requisitionist(s)
as a result of the failure of the Board or the company
secretary to convene an EGM shall be reimbursed to the
Requisitionist(s) by the Company.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the
Company, shareholders may send written enquiries to
the Company. The Company will not normally deal with
verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as
mentioned above to the following:

Address: 3rd Floor, Effectual Building, 16 Hennessy
Road, Wanchai, Hong Kong

(For the attention of the company secretary)
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Right to Put Forward Proposals at General Meetings

There are no provisions allowing shareholders to propose
new resolutions at the general meetings under the
Companies Law (as revised) of the Cayman Islands. Subject
to provisions of the Articles, Eligible Shareholders who
wish to move a resolution may by means of requisition
convene an EGM following the procedures set out above.

For the avoidance of doubt, shareholder(s) must deposit
and send the original duly signed written requisition,
notice or statement, or enquiry (as the case may be) to
the above address and provide their full name, contact
details and identification in order to give effect thereto.
shareholders’ information may be disclosed as required
by law.

Communications with Shareholders and Investors

The Company considers that effective communication
with shareholders is essential for enhancing investor
relations and investor understanding of the Group’s
business performance and strategies. The Company also
recognises the importance of transparency and timely
disclosure of corporate information, which will enable
shareholders and investors to exercise their rights in an
informed manner and allow them to engage actively
with the Company.

Information will be communicated to the shareholders
through the Company’s quarterly, interim and annual
financial reports, the publish and posting of notices,
announcements, circulars, AGMs and other EGMs that
may be convened as well as all the published disclosures
submitted to the Stock Exchange.

Shareholders should direct their questions about
their shareholdings to the Company’s share registrar.
Shareholders and the investment community may at any
time make a request for the Company’s information to
the extent such information is publicly available. Any
such questions, requests, comments and suggestions can
be addressed to the Company by post to its head office
and principal place of business in Hong Kong.
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Constitutional Documents

Except for the conditional adoption of the amended
and restated memorandum of association and Articles
of Association (the "M&A") adopted by the Company
on 26 November 2018 to comply with the applicable
legal and regulatory requirements (including the GEM
Listing Rules), which took effect from the Listing Date,
there was no significant change in the constitutional
documents of the Company during the Relevant Period.

The amended and restated M&A is available on the
respective websites of Company and the Stock Exchange.
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JENVIRONMENTAL, SOCIAL AND

GOVERNANCE REPORT
R HBRERRE

INTRODUCTION

This is the second Environmental, Social and Governance
(the “ESG") Report to highlight the Group’s approaches
and strategies in pursuit of sustainable development
during the reporting period from 1 January 2019 to 31
December 2019 (the "Reporting Period”). This ESG
report covers the environmental and social performance
of the Group's business operations in its manufacturing
plant in Shenzhen, the PRC during the Reporting Period,
unless otherwise stated. The Group primarily adopts
the principles and basis of Environmental, Social and
Governance Reporting Guide (the “ESG Reporting
Guide”) as set out in Appendix 20 of the GEM Listing
Rules. The Group complied with all the “comply or
explain” provisions set out in the ESG Reporting Guide
during the Reporting Period.

The Group is a medical device supplier principally
specialized in the research and development (the
“R&D"), manufacturing and sale of wide range of
IVD reagents and auxiliary reproductive supplies and
equipment in the PRC. The product portfolio of 27 IVD
reagents comprises 24 male fertility IVD reagents, 2
parasite antibody detection reagents and 1 Epstein-Barr
virus (the "EBV") antibody detection reagent.

There were no major operational changes in the scope
compared with the period from 1 January 2018 to 31
December 2018 (the “Last Reporting Period”).

STAKEHOLDER
MATERIALITY

ENGAGEMENT AND

The Group recognizes the importance of building
positive relationships with its stakeholders. To gain
constructive insights, it maintains ongoing dialogue with
its shareholders, employees and customers via meetings,
performance reviews, customer satisfaction surveys and
interview sessions. Such feedback is essential in the
decision-making process of the Group’s operation, from
improving its business performance to bringing insights
for future development.
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The materiality assessment process, which helps
identify and prioritise the issues that matter most to its
stakeholders, is crucial to the Group’s ESG reporting.
During the Reporting Period, the Group specifically
engaged both internal and external stakeholders, namely
the Board, senior management, employees, suppliers
and business partners, to obtain feedback on the ESG
material topics of the Group’s operation.

Results of the materiality assessment and the consolidated
list of material aspects are presented in the following

matrix and table respectively.

MATERIALITY MATRIX

ZUHFHEBREAPREEMELE R

m&EXBELHEE -

EHNAEBE AR

B OHEREABREEREE - RREH
A - AEERIR IR RSN AR E 1
flEfe SREREE EE  HESD
REBBH  NERASEER AR
B HekERcERBENRE

EMTEERNMIEZEBNEHIIKRD

RIBREIA TR ERA -

EEMEME

Materiality of Different Topics from Stakeholder Engagement

FOE2RHTEETENEEN

e

Higher
Be

DD

= o, 0

u A Environment Issues
A1 Energy
A2 Water
A3 Emissions
A4 Effluent and Waste
A5 Other Raw Materials Consumption
A6 Environmental Protection Policies
B Social Issues
B1 Employment
B2 Occupational Health and Safety
B3 Development and Training
B4 Labor Standards

Importance To Stakeholders
HEMENEEY
(
B 88

EFD o

Lower

BIK

B5 Supply Chain Management
E] B6 Intellectual Property Rights
B7 Customer Data Protection
B8 Customer Service
B9 Product Quality
B10 Anti-corruption
B11 Community Investment
C Other Issues
C1 Management of Raw Materials

Higher
BE

Importance to the Group

HASFENEEY

Among the environmental and social aspects, the
following topics are identified as the most material issues
to the stakeholders:

e  Product and service quality

e  Customer service

e Intellectual property

e labour standards

e QOccupational health and safety

The Group will continue to identify areas of improvement
and deploy resources to manage the concerned areas.
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STAKEHOLDERS' FEEDBACK

The Group welcomes stakeholders’ feedback on its ESG
approach and sustainability performance. Stakeholders
may share with the Group any suggestion and view via
email to: hk@szhuakang.com.

THE GROUP’S CORPORATE ESG COMMITMENT

The Board has overall responsibility for the Group's ESG
strategy and reporting. The Board and senior leaders
are involved in the materiality assessment to determine
material ESG issues that impact its business operation.
The Group holds meetings to identify key stakeholders
and develop stakeholder engagement framework as
recommended by the ESG Reporting Guide. The Group
manages the significant ESG topics identified through
implementations of appropriate systems and processes. To
keep abreast of the critical issues, the Group periodically
reviews the ESG issues against the growing global
and domestic demands, market expansion, regulatory
development, as well as stakeholders’ opinions.

Legal compliance is an essential pillar for a sound corporate
governance and underpins sustainable operations. The
Group is in full compliance with all applicable national
laws, rules and regulations, as well as local standards.
The Group confirmed that it has established appropriate
and effective management policies and internal control
systems for ESG issues during the Reporting Period, and
confirmed that the disclosed contents are in compliance
with the requirements of the ESG Reporting Guide.

Driven by the favourable policies and systems promulgated
by the PRC government, the Group captures the business
opportunities in the growing IVD market, riding on the
development of biomedical industry, to cope with the
health challenges in the future. In order to meet the
increasingly sophisticated demands of customers, the
Group seeks to enhance the existing products and
develop new products leveraging on its vast experience
and advanced technologies, and, in turn, benefits
the society. In addition, the Group strives to prevent
emergencies, environmental as well as health and safety
accidents from happening.
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THE GROUP’S VISION

Enhance people’s health
Meet customers’ needs

The Group embraces the vision in its operation practices
and in provision of quality products and excellent services.
Not only does the Group follow stringent standards and
requirements to ensure that its products are up to the
highest quality, it also persists in developing innovative
products for worldwide healthcare needs and a better
quality of life.

The Group strives to:
e be a pioneer in its core technologies;
e Dboost investment in R&D;

e recruit high-calibre personnel from all parts of the
world;

e establish and implement quality management system
effectively;

e stay innovative in various business areas;

e enhance the physical well-being of the general
public;

e adhere to the customer-centric principle in business
practice and take full responsibility in service delivery
to customers’ satisfaction;

e comply with relevant rules and regulations; and

e improve quality management system consistently

for a stable product quality that meets customers’
requirements.
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RECOGNITIONS, AWARDS AND MEMBERSHIPS

Since its establishment, the Group had received
recognitions and awards from the governmental and
international authorities acknowledging its achievements

RIR - HEREREHE

aA - RIEREHE

BRI PASR - 25 [ B HE TR A B R A
WERAIMER UAZHEEEMTHE
MEBIRZ 2 REETTEPTESHKREL o &

in product R&D and occupational safety and health. £EEESIATEIBHRE
The Group has received the following awards or

accreditations:

Awards/Recognitions Awarding authority
#18 R TREEHEAE

Shenzhen High and New Technology Enterprise
RYITH R BB

High and New Technology Enterprise
RHZEIF R

Certificate of Good Manufacturing Practice Rules
for Medical Devices
BESMAEESERERERE

Work Safety Standardization
FEREFEL

ISO13485 Medical Devices

— Quality Management System

— Requirements for regulatory purposes
1SO13485 B B8

—HEETEHE

—RARERHBK

HEFELYEREEBERAT Huakang Biomedical Holdings Company Limited

Innovation Committee of Shenzhen;
Municipal Finance Committee of Shenzhen;
Shenzhen State Taxation Bureau;

Shenzhen Local Taxation Bureau
FmelEZES

M REES

FINTERRED

ARYI T T RS B

Innovation Committee of Shenzhen;
Municipal Finance Committee of Shenzhen
RYTEIFEES

AT HREE S

China Food and Drug Administration
BRRmEREEEERD

State Administration of Work Safety

BERZe2EEEEEER

International Organization for Standardization

EilRE A

57



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERRSE

Moreover, the Group actively forges close ties with the — Itboh + ZN 52 [B 15 10 B 3¢ 0 i 8 722 7 22 2% B
industry bodies and takes part in professional associations % > W2 HAYBERNHERHE - AE
in the biomedical community. The Group is the member BEAMNTHEXE :

of the following associations:

e Shenzhen Association of Medical Devices, o RIMBESIMITEGS -
e Shenzhen Hi-tech Industry Association, o RYIMEFHEMEXEHS -
e Guangdong Medical Device Management Academy, e RERABEZWEESS

e Guangdong Food and Drug Technology Association ¢ ERARMEMBIRERMHE
for Evaluation and Certification,

e Shenzhen Life Science and Biotechnology Association, o FEIITAGRZ2EEYFITHE - &

and
e Shenzhen Medical Device Quality Promotion o JRYITEERWEEETIERES o
Association.

iHE
cr&
E

AZEBERBFRAERRN WK THR
7 %i&%ﬁ?’*)ﬁ%ﬂ TRIEWFE -

These associations provide excellent platforms for
expertise exchange, networking, market insights sharing
and business development.
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ENVIRONMENTAL

The Group is committed to protecting the
environment and remains vigilant against greenhouse
gas (the "GHG") emissions in all its activities. An
Environmental Management Policy (the “EMP") was
formulated by the Group in 2017, which outlines the
key objectives and principles of the Group related
to managing the environmental influences of its
operations.

The Group mainly consumed electricity, petrol and
water, and generated wastewater, and paper waste
during the Reporting Period. It strictly abides by the
laws, rules and regulations enforced by the PRC in
relation to environmental protection and pollution
control, including but not limited to:

e  Environmental Protection Law of the PRC,

e Water Pollution Prevention and Control Law of
the PRC,

e Law of the PRC on the Prevention and Control
of Atmospheric Pollution; and

e Law of the PRC on the Prevention and Control
of Environmental Pollution by Solid Waste.

RIR - HEREREHE

1= i
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During the Reporting Period, no material non-
compliance with laws and regulations relating to air
and GHG emissions, discharge into water and land,
or the generation of hazardous and non-hazardous
waste was recorded.

A1. Emissions

A1.1 Air Emissions

The Group-owned vehicles operated on petrol
were used for daily business operations during the
Reporting Period, which contributed to the emission
of nitrogen oxides (“NOy"), sulphur oxides (“SO,")
and respiratory suspended particles (“RSP").

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERRSE

BEBMA - WEERERBBER N
BEREHEN - MKR LU PR E
EREREEEMERIER

Al. BERYD

A1 ER
WRERA - REBURETNA R
EHWMARBEER  BFHERAESREL
#(INOx]) - &L ®(sOox]) K& a]

7

W ASBF R F([RSP]) °

Air emissions (non-GHG) from mobile combustion

BEREELNEREN (FRERR)

NO, (kg) RSP (kg) SO, (kg)
FELY TRARENT REY
Fuel Source HER Use of fuel BRpHE A (RF) (RF) (RF)
Petrol Y For vehicles HHH 1.93 0.19 0.04
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A1.2 Greenhouse Gas Emissions Al2 BERELH

Throughout the Reporting Period, the Group's
business operation contributed to an emission of
119.09 tonnes of carbon dioxide equivalent (tCO,eq)
(mainly carbon dioxide, methane and nitrous oxide),
with an emission intensity of 1.63 tCO,eq. with
reference to the number of full-time employees
("FTE"), or 0.0023 tCO,eq. per unit of product sold.

BERESHA  ~2EENKETHE
AT119.09 —ftixEE(M |t
MEE)(FEA S FEER
Sy mEm  2B2BEE(2E
EBEDHE  HEREARIGHW S
tixEE @ XBHELERO0.0023M
—EHMES -

Total
GHG Emission GHG Emission
Scope of GHG Emissions Emission Sources (tCO.eq.) (%)
BERBHNR AIHEEREHER
BRERBHRNEERE BEBUR (H=—E{tmEE) (%)
Scope 1 Direct GHG Emission
R ERAEREHEN
Combustion of fuel for mobile sources Petrol 6.90 6%
BERE (BER) PR
Scope 2 Energy Indirect GHG Emission
2 EREEEERBHK
Purchased electricity 105.95 89%
FriEE 7
Scope 3 Other Indirect GHG Emission
HR3 HttEERERB K
Paper waste disposed of in landfills 0.95 5%
HIHE R BRI ER
Freshwater processed by government 1.41
K T B B 548 7K
Sewage processed by government 1.02
BT BRI H)757K
Business air travel by employees 2.86
BERMBEK
Total 119.09 100%
e

Note1: Emission factors were made by reference to
Appendix 20 to the Listing Rules and their
referred documentation as set out by the Stock
Exchange, unless stated otherwise.

Note2: Combined margin emission factor of 0.54 tCO,/
MWh was used for purchased electricity in
Guangdong Province of the PRC.

MIFET - BB ARAI - PERRBII2ME L
MR AR 20 R X FRFAR] 2%
MRS e

M2 EFEEREBEENIRAEGH
BB RE054E — L S
W, IKEFEETE o
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A1.3 Hazardous Waste

Operations of the Group generated minimal chemical
wastes. During the Reporting Period, a total of 4.7
tonnes of industrial wastewater was generated,
contributing to an intensity of 0.06 tonnes/FTE or
0.09 kg per unit of product sold.

A1.4 Non-hazardous Waste

Non-hazardous waste from the Group’s operation
consists mainly of waste paper and domestic waste.
During the Reporting Period, a total of 1.3 tonnes
of non-hazardous waste was generated from the
operations of the Group, of which 0.20 tonnes was
paper waste from office operation. The intensity was
0.02 tonnes/FTE or 0.03 kg per unit of product sold.

A1.5 Measures to Mitigate Emissions

The Group keeps track of the consumptions on
petrol, electricity, and water, and the waste disposal
at landfills to estimate GHG emissions, and strives
to reduce related emissions whenever possible. With
an attempt to reduce emission per unit of product,
the Group estimates the production needs and
determines the optimal production quantity in one-
time production. The Group has adopted the use of
video conferencing to reduce air travels and curb
the emissions. With the Group’s continuous efforts,
the GHG emission related to petrol consumption was
greatly reduced from 15 tCo,eq. to 6.90 tCo,eq.,
contributing to a reduction of 54% compared to
the Last Reporting Period.
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A1.6 Waste Handling and Reduction Initiatives

A2,

The Group strictly observes policies in handling both
hazardous and non-hazardous waste. Wastes are
reduced and prevented at source wherever possible.
Industrial water, as a kind of hazardous waste, is
temporarily stored in secure container, and collected
by designated licensed engineering company for
further processing prior to disposal.

Waste paper is collected and disposed of in landfills.
Paper reduction initiatives, such as encouraging
double-sided printings, adopting electronic
documentations and keeping record on the paper
consumption, have been adopted for promoting a
paperless office. The paper consumption pattern
was similar to the Last Reporting Period.

Use of Resources

Although the Group has not established formal
policies on improving resource utilization efficiency,
it has been adhering to the principle of full utilization
of resources and has encouraged employees to
observe practices to conserve natural resources.

A2.1 Energy Consumption

RIR - HEREREHE

Al6 BEEYEER L

A2.

AEEBEETRIEEEREYNESE
BEEY R - TR REILIRSBREE -
ELTER e - TERKDER &
BEREY HBRFERTEZNR
B UHEFEAMBNIERRE
BWE - WEREERIEE—TRIE -

WERERINHEEREZEE - AREE
SREUR D F T IE - flans B & m4T
B AEFXHRCEARE - A
HEERMEHR - AROBRENE
fE¥RE MBS -

BRER
BEAEELEGTFTEXABRRESER

ERYER  BERAEE-BHEEHIEDH
RERNRA - T EEEETAR

BIRREMIER]

A2.1 BEFUEFE

Energy Sources BER Consumption 1 Energy Intensity Consumption

HEE BERZE HEE

(unit) (kWh)

(1) (FEH)

Petrol bak:: 2,559 L 35.05 L/FTE 22,677
2,5597+ 35.057 /2 BiE S

Purchased electricity FrEBED 195,437 kWh 2,677 KWh/FTE 195,437
195,437 FRE 2,677FTEE 2BES

TOTAL #Mat 218,114

During the Reporting Period, the Group’s business
operations from the use of petrol and electricity
resulted in a total energy consumption of 218,114
kWh and an overall energy intensity of 2,988 kWh/
FTE or 4.26 kWh per unit of product sold.

REEEE - AEBERHEME SN
XKL ERLREFEE218,114T R
B - BAERRE 52,988 F R, &%
2HEESIEBHELEML26TEE ©
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A2.2 Water Consumption

Fresh water consumed by the Group in the Reporting
Period was 3,482 m?3, with the water intensities of
47.70 m3/FTE and 0.07 m? per unit of product sold.

A2.3 Energy Use Efficiency Initiatives

The Group has actively advocated for a green office
to achieve energy saving and emission reduction.
Energy conservation initiatives adopted by the Group
include:

e maintaining default temperature setting of air
conditioner at 26°C,

e setting computer to energy-saving modes when
idle,

e switching off office equipment and electronic
devices after office hours, and

e promoting the use of video conferencing to
avoid unnecessary travel.

With the Group’s continuous efforts, the energy
intensity due to vehicle operation was reduced from
89.70 L/FTE to 35.05 L/FTE, significantly reduced
by 61% compared to the Last Reporting Period
measured by number of FTE.

A2.4 Water Use Efficiency Initiatives

No issue in sourcing water that is fit for purpose
had been identified during the Reporting Period.
To sustain water resources, the Group encourages
water conservation and reminds staff members to
reduce water wastage whenever possible, resulting
in a 24% reduction in water consumption compared
to the Last Reporting Period measured by number
of FTE.
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Water conservation initiatives adopted by the Group REBFKMAE A KRB

include:

e reminding employees to turn off water taps o IREE(E B FI/KBESREASKEESEH
after use; £

*  putting up posters related to water resource o MRERMUEBRMEKERENNERH
conservation at prominent locations; HEER

e monitoring the water usage patterns, and o ERAKER K

e enforcing inspections and maintenance to o MMamBERHMEE IIERBKE
prevent wastage of water resources. R o

A2.5 Packaging Materials A2.5 BRHH

Paper cartons and plastics were widely used as B RBREREZARTRERERTRH

packaging materials for different presentations BEME - RIEHE - H£IEF4.03

of products. During the Reporting Period, a WEEME  BREESE BLEMN

total of 4.03 tonnes packaging materials were PAK  BEA0.06M, FHE2HIE

consumed, including carton boxes, polyethylene B BMHELEMROOSAT - FTEE

and polypropylene, contributing to an intensity of KAGRERRBAEETEEEH A

0.06 tonnes/FTE or 0.08 kg per unit of product sold. B WERTEHE 2KF RIZLE o

All packaging components have undergone quality
control tests and achieved expected quality levels
and standards before use.
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A3. The Environment and Natural Resources

A3.1Significant Impacts of Activities on the

Environment

Major environmental issue of the Group was
the consumption of energy resources and hence
greenhouse gas emission. Aware of its vital role
in environmental protection, the Group has
shown commitment to sustainable development
in different respects from the management of the
Group to employees, customers, and the society.
The implementation of Environmental Management
Policy has successfully integrated the corporate
environmental management strategies into its daily
business operations. During the Reporting Period,
any waste, wastewater, or emissions that posed
adverse impacts to human or environment was
appropriately managed, controlled, and treated prior
to release into the environment.

The Group promotes clean production and carries out
initiatives aimed at achieving various goals, including
reduction of GHG emissions, effective utilization
of energy resources, and resource saving through
reducing, reusing, and recycling. Meanwhile, the
Group advocates prevention of pollution and waste
generation at source. Business processes of the
Group are bound by the Polluter Pays Principle,
which is enacted to ensure the party responsible for
producing pollution responsible for paying for the
damage done to the natural environment. Moreover,
environmental training courses are conducted to
educate employees on the applicable environmental
laws and legislations and environmentally friendly
actions, hence to raise employees’ awareness and
change their perception, leading to a behavioural
change in favour of the environment.

Looking forward, the Group will persist in operating
business in an environmentally responsible manner
that drives continual improvement in its business
processes, products, and services with smaller
environmental impact.
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SOCIAL
Employment and Labour Practices
Employment

The Group strictly abides by all applicable laws
and regulations in relation to employment in the
PRC during the Reporting Period, including but not
limited to:

e lLabour Law of the PRC,
e |abour Contract Law of the PRC,
e The Social Insurance Law of the PRC,

e Special Rules on the Labour Protection of Female
Employees;

e Social Insurance Law of the PRC;

e Regulation on Paid Annual Leave for Employees;
and

e Provisions on the Prohibition of Using Child
Labour.

During the Reporting Period, there was no material
non-compliance with relevant laws and regulations
relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, and
other benefits and welfare of the Group.

As at 31 December 2019, the Group had a total
number of 73 employees. All of them were full-time
employees. The employee structure which is sorted
by gender, age group, function and geographical
regions are shown below.

B1.
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Distribution of Employees by Gender Distribution of Employees by Age Group
EEM R D EEFiRAER DM

ABERRIA 255%
36Z2455%

Distribution of Employees Distribution of Employees
by Function by Geographical Region
Frontline and EEREESH EE 5 M
Other staff Senior Management _ _
SR EALE T AN =T B Hong\\\Kong Unltedggégdom
Middle
Management
hREERE

Mainland China
FR B A

95%
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The Group creates the corporate culture through
standardized policies and systematic procedures.
Employment manual is issued to employees to
communicate work rules pertaining to confidentiality,
health and safety, and employee conducts. Conditions
of employment, remuneration and allowances,
promotion and dismissal, performance appraisal
system and benefits, are also clearly stated. To
further maintain a high standard of professionalism,
employees are required to follow the code of
conduct and ethics, which sets forth standards and
disciplinary policies to guide employees’ conducts.

Competitive Compensation and Benefits

Existing employment policies of the Group have set
out requirement on recruitment, remuneration and
compensation, promotion and dismissal, working
hours, rest periods and other benefits. The Group
offers equitable and competitive remuneration
package to attract and to retain talents. In addition
to basic salary, the Group offers attendance bonus,
seniority-wage, housing allowance, training expenses
as well as discretionary performance bonus based on
a performance evaluation system. Apart from medical
care, overtime compensation, statutory holidays and
annual leaves, the Group provides a wide range of
leave entitlements such as for marriage, maternity
and paternity, sick and bereavement.

Internal Promotion

Promotion opportunities are offered to staff
members who have an exceptional performance in
routine tasks and a good rating in annual appraisal.
The Group has taken into consideration an array of
factors, such as the performance appraisal results,
working attitudes, personal capabilities, adaptability
and strengths of the staff, in promoting capable
candidates to higher management or technical
positions.
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Equal Opportunity

The Group respects the differences in employees.
Fairness in labour is practised within the Group
with a view to eliminating discrimination. Employees
are provided with equal opportunities in respect of
recruitment, employment, training and development,
promotion, compensation and benefits, whether on
the basis of race, religion, nationality, ethnicity,
age, gender or disability. The Group has complied
with relevant laws and regulations in the PRC and
there was no non-compliance relating to equal
opportunity, diversity and anti-discrimination during
the Reporting Period.

Employee Relation

Employees are integral to the development of
the Group. Regular meetings are held to provide
employees with chances to share ideas, to bring up
issues and to open up about their concerns. Through
regular performance evaluations, personal strengths
of employees are identified and developed for career
advancement. Besides, the Group regularly holds
events for bonding and relationship building. Staff
engagement activities organized by the Group
during the Reporting Period included celebration
parties, team-building activities and tours to enhance
employee’s sense of belongings to the Group.

Case: Dapeng Bay Leisure Tour

The Group extended its care to employees’ well-
being and work-life balance by arranging a day trip
to Dong Xi Chong in Shenzhen.

The team hiked along one of the most scenic hiking
trails and enjoyed the stunning coastline view.

Annual Report 2019 4 ¥

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERRSE

FEHE

TEBBEEREESATR - BERK
BER - AEEETAFESET - EER
RE- - EBE SHIEBEE B -
MELENNTE  TwERER - R
B BRE - FiR - HRIERERE
R GOHAEZEVYERE - XEEDEST
FEABEERRG - B R ERE M
WTEREEATEHE  ZTERER
N TERIER ©

ESFHE

BEEAEBEHER AR — B
Do BHBITEHY E%E?iﬁ%z“"
FE - REHBLETEE -

T E A %NI%EEAW
BAAZR @ (REBEER - I - K
SETTERRREENMELBEERNE
B o NIEHME - ARBAKNET
S2ETEHVEENIRY - BEERE
BRI - AEREEHARENER
B -

(CESHN Y- fN b

AREBRZERY RO P —BE @ BT
BB N TIFEAE T -

BEnERRRFNERNMEZ S
K17 - ERERANBERRE o



B2.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Turnover

A total of 15 employees have left the Group during
the Reporting Period, with an overall turnover rate’
of 21%. To retain talents, the Group considers
offering a more attractive remuneration package
and benefits according to the Group’s business
situation.

RIR - HEREREHE

18 8 57 %

RREERE - AEBEEG15RESH
B BEALAR E21% - BBE A
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TURNOVER RATE BY EMPLOYMENT
CATEGORY (IN PERCENTAGE)
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Employee Health and Safety

The Group is dedicated to creating an accident- and
injury-free working environment for each employee.
During the Reporting Period, it strictly complied
with all national protocols and standards relevant
to labour health and safety, including the Law
of the PRC on the Prevention and Treatment of
Occupational Diseases, the Production Safety Law of
the PRC and the Regulation on Work-Related Injury
Insurance. The Group has attained a certificate of
Work Safety Standardisation for its manufacturing
facility located in Shenzhen since 2016.

The overall turnover rate is calculated by total number of
employees who left the Group in the reporting period/
average sum of number of employees as at the beginning
and the end of the reporting period*100%. Employees
who leave the Group within probationary period are not
counted.
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Internally, workplace health and safety are governed
by the management system on occupational
health and safety of the Group, which lays the
management framework and assigns duties to
various parties in implementing health and safety
policies in the workplace. Furthermore, the safety
rules and procedures regulate the work procedures
and mitigate hazards arising from fire, explosion,
electricity and chemical leakage. Regular occupational
health and safety audit is conducted such that on-
going performance is measured, monitored and
improved, when necessary, mitigating with remedial
actions.

The Group conducts labour safety and health
education for employees, on the potential hazards
of equipment and chemicals. All frontline staff are
required to strictly follow the code of safe working
practice, which ensures that their practices are
compliant with all the rules governed by laws and
regulations. Workers are provided with necessary
personal protection equipment based on the needs
and types of work engaged in, as well as regular
health examinations for protection against potential
occupational hazards.

Emergency situationsin the workplace were identified,
assessed, and managed according to emergency
handling plans and established procedures. Chemical
substances are properly controlled over storage,
usage and disposal following the material safety
data sheets and guidelines. Fire drills are always
conducted with proper records and overseen by
senior managers. Emergency evacuation plans are
displayed at conspicuous locations.

Annual Report 2019 4 ¥

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERRSE

BA - ITESAREREARZE2HAEHE
BXEFEZ2EERGMRE @ %E
BRGEETEERER  YHKEED
IR IERSTUEREREZ 2R
RooMtsh RE2RAUREFRET T
EREF @ WRE T MK - &I BN
ML EmMRmREER - TFIE
HETREREFRELE2EZ - WER
BERAE  ERMUEHERR
W SRERFERATED

rEBLREERBEEARB LM ERE
EEENSIL2REERE - IF
AR B THABRETLZE THEERT
A 2 TRIERERNTEMABER
EEHIEENRA - RETANTE
MATREEN TIERE - TASERE
VENEALERE  TEHREXER
BE - UDBBERERSE -

HIRETHESHINESBAREER
BRIEFTENEEERF TIAER - FFE
RER - RBICBRLZERMAAE
KiEm - LERRET - A REE
TEGEEE RS o HREEITRE
—HAEENLE  THSRKEERE
B - ZRGAGTEIRMNBERULE -



B3.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

No work injury case or material non-compliance
with relevant laws and regulations in relation to
occupational health and safety of the Group was
recorded during the Reporting Period.

Occupational Health and Safety Statistics in FY2019

RIR - HEREREHE

BEBMA > AEERBESIEESRHK
BEXRERBEREENZZEBEERRS
BIEvER ©

—E-NEMBRFERRRERZE

Work related fatality TR 0
Work injury cases >3 days TEHESH > =X 0
Work injury cases <3 days TESH < =X 0
Lost days due to work injury EITEEETIER 0 day

(IFN
Development and Training B3. R KiEI

The Group emphasizes the importance of investment
in human resources. During the Reporting Period,
the administration department drew up an annual
training plan, arranging different training sessions
to meet various training needs of employees.
Where appropriate, employees are assessed upon
recruitment and reviewed periodically thereafter
for their proficiency in vocational skills through
examinations. Through providing comprehensive
training programs, the Group ensures that each
staff member, whether R&D personnel, technician or
worker, is capable of assuming his/her respective role
and meets the highest competency and qualification
standards at all times.
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Training and Development Statistics in FY2019

—E-NEHRFERIRBRET

Percentage Average

of employees training hours

trained per employee

=3 BEES

-1 F1g

Gender 31 BOk ZIIRE
Male St 98% 5.16
Female 74 97% 3.93
Percentage Average

of employees training hours

trained per employee

=3 BEEE

=1 T

Employment category ERER BAL o8
Senior management RREERE 100% 8.29
Middle management RAREERE 78% 7.67
Other employees HifES 100% 3.74

B4. Labour Standards

B4. & T %H|

The Group pledges to create a society free of child AREEFEE YT —E)E G E T M54
labour and forced labour. There was no child labour ITHHtE - AEEVEERE TR
nor forced labour employed in the Group; no cases BT REREHM  WEEIRER
of non-compliance of relevant laws and regulations BT YERFER AR RO (AR L (FE A
in relation to labour standards (e.g., the Provisions BITHRTE))NER o

on the Prohibition of Using Child Labour) were

recorded during the Reporting Period.
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Human resources department firmly complied with
the Labour Law of the PRC and internal recruitment
guidelines which prohibits the employment of
workers under the age of 16 in its operation.
Job applicants’ proof of identity and employment
backgrounds are assessed and verified. As such, the
qualified applicants hired are deemed to satisfy the
legal requirement of the government. Consequences
of breaching the conditions include termination of
contract.

The working hours of the employees are enforced
in accordance with the requirements of relevant
local laws and regulations; thus, no forced labour
is allowed. The Group encourages the employees
to complete the daily work within the specific
working hours. When overtime work during special
arrangement is unavoidable, employees are eligible
for overtime payment based on contractually agreed
hourly wage.

Operating Practices
Supply Chain Management

The Group has engaged 36 suppliers during the
Reporting Period. All of them were in the PRC
primarily providing raw and auxiliary materials for the
manufacturing of IVD reagents. The Group adopts
an integrated approach in screening and evaluation
of potential and existing suppliers respectively. In
terms of supplier selection, the Group performs
assessments on their production capability, efficacy
of their products, quality of management and ability
to deliver. Performances of qualified suppliers are
regularly monitored through their submissions of
testing reports and documents to demonstrate their
consistent conformance to applicable statutory and
regulatory requirements.

B5.
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B6.

On-site assessments, when needed, are conducted
to ensure that the facility, systems, and products
provided by the suppliers are compliant with the
requirements on quality, workplace safety and
hygiene. If a significant non-conformance is proved,
the Group may consider disqualifying or terminating
the partnership with the concerned supplier.

Product and Service Responsibility
Quality Assurance

The Group is committed to delivering safe, effective
and reliable IVD reagent products that have attained
the highest quality standards. Aligning with its
corporate quality values, the quality management
system of the Group is fully compliant with the
current good manufacture practices (the “cGMP")
and is ISO 13485:2003 certified for medical device
manufacturing. During the Reporting Period, the
Group strictly followed the regulatory guidelines
of the China Food and Drug Administration (the
“CFDA") in the manufacturing of IVD reagents and
kits, which included:

e YY/T0287-2017 standard (i.e., Medical Devices
— Quality Management Systems — Requirements
for Regulatory Purposes);

e Good Manufacturing Practice for Medical
Devices — Appendix on In-Vitro Diagnostic
Reagents;

e Good Manufacturing Practice for Medical
Devices — Guidelines for Onsite Inspection of

In-Vitro Diagnostic Reagents;

e Regulations on Supervision and Administration
of Medical Devices;

e Contract Law of the PRC; and

e  Product Quality Law of the PRC.
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To further ensure the safety and conformity of its
products, the Group has developed quality manual
that outlines the organizational roles, authorities,
as well as responsibilities for the accountable
quality management across the Group. Some of
the production activities must be performed in the
designated Class 10,000 and 100,000 cleanrooms in
compliance with ISO 14644-1 Cleanroom Standards.
Moreover, due to their sensitivity to environmental
influences, some reagent products are stored
under controlled conditions, i.e., at a consistent
temperature under in the range of 2°-8°C

Committed to continuous improvement of product,
the Group sets key performance objectives, executes
implementation plans, and takes necessary corrective
and preventive actions for the deficiencies identified
from internal and external assessments, inspections,
and management reviews.

Customer Services and Product Recall

The Group is committed to maintaining a stable and
long-term relationship with its customers as it values
the importance of customer loyalty. The Group sells
IVD reagent products to hospitals and other medical
institutions directly or through distributors. Through
regular visits and meetings, the Group collects
valuable insights and feedback from customers so as
to improve overall customer experiences. The Group
cares about the customer satisfaction throughout
the entire business process from product sales to
after-sales services. Customer satisfaction surveys
are constantly reviewed for rectifying overall sales
flow to better meet the customers’ expectation.

EEAYEEZERAEM AT Huakang Biomedical Holdings Company Limited
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Complaints are handled in a prompt and professional
manner, and in accordance with the Group’s
guidelines on proper procedures. Upon receipt of
a complaint, the Group proposes an investigation
plan in one day, conducts root cause analysis and
provides the complainant with the findings and
corrective actions within the agreed timeframe.
During the Reporting Period, the Group has received
four complaints pertaining to the performance and
validity period of the products. Concerning the
product performance, the Group had instructed the
customers to re-examine the reagent performance
using the correct detection method. Regarding the
issue of short validity period, the Group had delivered
another batch of IVD reagents with a longer validity
period (greater than six months) to meet the needs
of the end-users. All complaints and enquiries had
been resolved to the customers’ satisfaction. No
material non-compliance with relevant laws and
regulations in relation to customer services of the
Group was identified during the Reporting Period.

The product recall procedures of the Group are
enforced by the Administrative Measures for Medical
Device Recalls issued by the CFDA and the policy of
the Group. The product recall management system
strengthens the supervision of medical devices and
facilitates the recall of defective products so as to
protect the physical health and safety of customers.
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When the Group finds that a product available for
sale might be defective, the sale of the concerned
product would be suspended immediately. The
related customers and suppliers would be notified
and the case would be reported to the regulatory
authorities in a timely manner. The quality
management department would actively assist
to recall the defective products according to the
recall plans and to maintain complete records of the
recalled products and defect investigations up to 5
years. There was no product recalled due to safety
and health reasons and no material non-compliance
with laws and regulations that have a significant
impact on the Group in relation to product health
and safety recorded during the Reporting Period.

Data Protection and Privacy

The Group pays special attention to confidentiality
and privacy issue of the Group and third parties,
such as suppliers and customers. The confidentiality
policy stipulates that all the confidential information
(e.g., trade secrets, inventions, technical information,
customers’ personal data, etc.) shall be locked and
secured and shall not be used for personal benefit
or profit. Employees have various levels of authorised
access to the confidential information and are
prohibited to disclose confidential information to
anyone outside of the Group.
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B7.

Intellectual Property (the “IP")

The Group understands the importance of originality
and appreciates the hard work of research team.
It strictly complies with local laws and regulations
relating to product responsibility, such as the
Trademark Law of the PRC and the Patent Law of
the PRC. During the Reporting Period, the Group
has successfully obtained two patents of inventions.
Financial incentives were provided to reward the
innovators, such that the contributions made to
the Group by the R&D personnel and team are duly
recognised. Having the IP management system in
place, the Group accelerated the application and
maintenance of patents for its own production
design and technology, so as to ensure that the
values of IP are well respected, protected and
recognised within the Group.

Anti-corruption

The Group has zero tolerance for bribery and
corruption. It has established and maintained a
policy relating to the identification, supervision,
education and prevention of bribery and corruption.
All parties within the Group are subject to code of
conduct and ethics, employee manual and regulatory
requirements in the prevention of potential bribery,
extortion, fraud and money laundering. Any instance
or suspected instance of bribery or corruption related
to the Group should be promptly reported to the
Group. The Group strictly controls gifts, meals,
and entertainment that are recognized as the mere
appearance of impropriety.
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During the Reporting Period, the Group was in full
compliance with relevant laws and regulations,
including the Criminal Law of the PRC, Anti-unfair
Competition Law of the PRC, the Anti-money
Laundering Law of the PRC and Interim Provisions
on Banning Commercial Bribery. There was no
concluded legal case regarding corrupt practices
brought against the Group or its employees during
the Reporting Period.

Whistleblowing Policy

A whistleblowing mechanism has been established
within the Group which encourages the reporting of
suspected misconducts, malpractices, and unlawful
or unethical behaviours within the workplace.
Whistle-blowers can make confidential reports to
the management of the Group, and are reassured
of protecting against unfair dismissal, victimisation
and unwarranted disciplinary action. All reports and
the identities of whistle-blowers would be treated
in the strictest confidence.

Community Investment

The Group actively encourages employees’
participations in community engagement activities,
such as voluntary work. In the coming future, the
Group will continue to act socially responsible by
making the best use of its influence to address the
community needs and thereby build a harmonious
society.

BS.
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The Directors are pleased to present their annual
report together with the audited consolidated financial
statements of the Group for the year ended 31 December
2019.

Principal Activities

The Company was incorporated in the Cayman Islands
under the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised), of the Cayman Islands as an
exempted company with limited liabilitity on 3 August
2017.

The principal activity of the Company is an investment
holding company. Details of the principal activities and
other particulars of the principal subsidiaries of the
Company are set out in note 31 in the Notes to the
consolidated financial statements.

The Group is principally engaged in research and
development, manufacture, marketing and sales of
IVD reagents and auxiliary reproductive supplies and
equipment in the PRC. There were no significant changes
to the Group's principal activities during the current year.
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Business Review and future prospects

A discussion and analysis of the activities of the Company
as required by Schedule 5 to the Hong Kong Companies
Ordinance, including an analysis of the Group’s financial
performance, an indication of likely future developments
in the Group’s business and Group's key relationship with
its stakeholders who have a significant impact on the
Group and on which the Group’s success depends, is set
out in the sections headed “Chairman’s Statement” on
pages 3 to 5 and “Management Discussion and Analysis”
on pages 6 to 20 of this report. The above form part of
this directors’ report.

Principal Risk and Uncertainties

Details of the principal risks and uncertainties of the
Group are set out in notes 2 and 28 in the Notes to
the consolidated financial statements and in the section
headed “Management Discussion and Analysis” of this
report on page 6 to 20.

Investors are advised to make their own judgement or
consult their own investment advisors before making
any investment in the Shares.

Use of Proceeds From the Share Offer

Details of the intended uses and utilised amount are set
out on page 19 of this report.

Environmental Policies and Performance

Details of the Environmental, Social and Governance
Report for the year ended 31 December 2019 are set
out on page 53 to 83 of this report.
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Compliance with Laws and Regulations

The Group has adopted risk management and internal
control policies to monitor the on-going compliance
with the relevant laws and regulations. To the best
of the Directors’ knowledge, information and belief,
having made all reasonable enquiries, our Group has
complied in material respects with the relevant laws and
regulations that have a significant impact on the business
and operation of our Group during the year ended 31
December 2019.

Financial Results

The results of the Group for the year ended 31 December
2019 are set out in the consolidated statement of profit
or loss and other comprehensive income on page 115
of this report.

Final Dividend

The Directors does not recommend the payment of any
final dividend for the year ended 31 December 2019.
(2018: Nil)

There is no arrangement that a shareholder of the
Company has waived or agreed to waive any dividends.

Charitable Donations

There were no charitable donations made by the Group
during the year ended 31 December 2019. (2018: Nil)

Property, Plant and Equipment

Details of movements in property, plant and equipment
during the year are set out in note 12 in the Notes to
the consolidated financial statements.
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Share Capital

Details of the movement in share capital of the Company
are set out in note 24 in the Notes to the consolidated
financial statements.

Save as disclosed in the Prospectus and this report,
neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 December 2019.

Reserves

Details of movement in the reserves of the Group and of
the Company during the year ended 31 December 2019
are set out in the consolidated statement of changes in
equity on page 118 and note 33(b) in the Notes to the
consolidated financial statements respectively.

Distributable Reserves

Under the Companies Law of the Cayman Islands, the
Company may pay dividends out of the profit or the
share premium account in accordance with the provisions
of Articles of Association, provided that immediately
following the date on which the dividend is proposed
to be distributed, the Company remains able to pay the
debts as and when they fall due in the ordinary course
of business. As at 31 December 2019, the Company's
reserves available for distribution to shareholders
comprising share premium and accumulated profits of
the Group, amounted to approximately RMB63.0 million.

Five-Year Financial Summary

A summary of the results and assets and liabilities of
the Group for the most recent four years is set out in
the section headed “Financial Summary” on page 216
of this report.
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Directors

The Directors during the year ended 31 December 2019
and up to the date of this report were as follows:

Executive Directors

Mr. Zhang Shuguang (Chairman)

Mr. Zhang Chunguang (Chief Executive Officer)

Mr. Poon Lai Yin Michael (Chief Financial Officer)

Mr. He Jiaming (Business Development Director)
(appointed on 14 January 2020)

Independent Non-executive Directors

Dr. Yeung David Wai Chow
Mr. Kwok Chi Shing
Mr. Chan Kin Sang

Pursuant to the Articles of Association, at each general
meeting, one-third of the Directors for the time being
shall retire from office by rotation provided that every
Director shall be subject to retirement at an annual
general meeting at least once every three years. Such
retiring Directors may, being eligible, offer themselves for
re-election at the annual general meeting. All Directors
appointed by the Board to fill a casual vacancy shall hold
office until the first general meeting of shareholders after
their appointment and be subject to re-election at such
meeting and all Directors appointed by the Board as an
addition to the existing Board shall hold office only until
the next following annual general meeting and shall then
be eligible for re-election.

Accordingly, all the current Directors will retire at the

forthcoming AGM where they will offer themselves for
re-election.
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Confirmation of Independence

The Company has received from each of the independent
non-executive Directors an annual confirmation of
independence pursuant to Rule 5.09 of the GEM Listing
Rules and considers all the independent non-executive
Directors to be independent.

Biographies of Directors and Senior Management

The biographical details of the Directors and senior
management are disclosed in the section headed
“Biographical Details of Directors and Senior
Management” on pages 21 to 27 of this report.

Management Contracts

No contract, other than the service contracts, concerning
management and administration of the whole or any
substantial part of the Group’s businesses was entered
into or existed during the year ended 31 December 2019.

Directors’ Service Contracts

Each of Mr. Zhang Shuguang, Mr. Zhang Chunguang
and Mr. Poon Lai Yin Michael, who were appointed on
25 September 2017, has entered into a service contract
with the Company commencing from the Listing Date,
which has no fixed term and can be terminated by either
party giving not less than three months’ notice in writing
to the other party. Mr. He Jiaming, who was appointed
on 14 January 2020, has entered into a service contract
with the Company for an initial fixed term of three years
commencing from the date of appointment and can be
terminated by either party giving not less than three
months’ notice. Each of the independent non-executive
Directors has entered into an appointment letter with our
Company for an initial term of three years commencing
from the Listing Date unless terminated by either party
giving not less than one month’s written notice to the
other party.

As at 31 December 2019, no Director proposed for re-
election at the forthcoming AGM has entered into a service
contract with the Company, which is not determinable
by the Company within one year without payment of
compensation, other that statutory compensation.
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Directors’ and Controlling Shareholders’
Interest in Contracts

Save as disclosed in note 30 in the Notes to the
consolidated financial statements, no contract of
significance for the provision of services to the Company
or any of its subsidiaries by controling shareholders of
the Company or any of its subsidiaries, no transactions,
arrangements and contracts of significance in relation
to the Group’s business to which the Company, or any
of its holding companies 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
during the year ended 31 December 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 31 December 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:
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Long Positions in the Shares
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REHZFR

Ordinary shares of HK$0.01 each of the Company &4 G&KREE0.018 T2 ZBER

Name of Directors/ Number of ordinary Percentage of

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

B BefTBAEBHE 5 H=mtE BiEsi-pelie = PRAEE DL

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

REEN KL EErERa Rk —BITB$ALe 240,000,000 60.0%

Notes: BT -

(1)

2)

All interest stated are long positions.

The calculation is based on the total number of
400,000,000 Shares in issue as at 31 December 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 (ii) 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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Long Position in the Ordinary Shares of Associated
Corporations

Name of Directors/ Name of Associated Capacity/

REBEEEERZEFR

Number of ordinary Percentage of

Chief Executive Corporation Nature of Interest shares held®ete) shareholding

BX /BeiTRABLS HEOEE L 517/ EmtE P @R A ¢ BREB DL

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

REBSESEAE Crystal Grant EREAA 100l FA%1.00E T2 100%
& 1n

Note: All interest stated are long positions.

Save as disclosed above, as at 31 December 2019,
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.
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Substantial Shareholders’ and Others Persons’
Interests and Short Positions in Shares and
Underlying Shares

As at 31 December 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:
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Name of Shareholders Capacity/Nature of Interest shares held shareholding
RREREE, &8 510/ nltE BESE-gElie 4= BEED
Crystal Grant Beneficial owner and 240,000,000 60.0%
concert party™
Crystal Grant ERlBAR—BUTB®ALO
Ever Charming Beneficial owner and 240,000,000 60.0%
concert party™
Ever Charming BEmfB AR —BITEALTO
Mr. Chang Yim Yang Interests of controlled 240,000,000 60.0%
corporation™
REMGEAE R EE RN
Gallizul Global Investments Beneficial owner 36,000,000 9.0%
Incorporated (“Gallizul”)
Gallizul Global Investments EmEBA
Incorporated ( [Gallizul] )
Huang Yan Interests of controlled 36,000,000 9.0%
corporation?
=Y R EE R

EREYE
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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 year ended 31 December 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).
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Permitted Indemnity Provision

The Articles of Association provide that Directors shall
be entitled to be indemnified out of the assets of the
Company against all losses or liabilities incurred or
sustained in defending any proceedings, whether civil
or criminal, in which judgement is given in his favour, or
in which he is acquitted. The Company has maintained
liability insurance to provide appropriate cover for the
Directors during the year ended 31 December 2019.

Competing Interest

The Directors confirm that none of the controlling
shareholders or the Directors and their respective
close associates (as defined in the GEM Listing Rules)
is interested in any business apart from the business
operated by our Group which competes or is like to
compete, directly or indirectly, with our Group's business
during the year ended 31 December 2019 and up to the
date of this report.
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Deed of Non-Competition

On 27 November 2018, the Company entered into the
Deed of Non-competition with each of the controlling
shareholders (“Controlling Shareholders”) of the
Company. Pursuant to the Deed of Non-competition,
each of the Controlling Shareholders have undertaken,
jointly and severally, to the Company that they would
not, and would procure their respective close associates
(as defined in the GEM Listing Rules) and/or companies
controlled by the respective Controlling Shareholders
not to, directly or indirectly, either on their own account
or in conjunction with or on behalf of any person, firm
or company, among other things, carry on, participate
or be interested or engaged in or acquire or hold (in
each case whether as a shareholder, partner, agent or
otherwise) any business or activity which is or may be in
competition with the business of the Group. Details of
the Deed of Non-competition are disclosed in the section
headed “Relationship with our Controlling Shareholders”
of the Prospectus. The Company has received an annual
declaration in writing from each of the Controlling
Shareholders confirming that he/it had complied with
the non-competition undertakings provided to the
Company under the Deed of Non-competition. The
independent non-executive Directors have reviewed the
status of compliance and enforcement of the Deed of
Non-competition and confirmed that all the undertakings
thereunder have been complied with since the date of
the execution of the same and up to 31 December 2019.

Related Party Transactions

Details of the related party transactions of the Group for
the year ended 31 December 2019 are set out in note
30 in the Notes to the consolidated financial statements.
Save as mentioned in the section “Continuing Connected
Transactions” below, other related party transactions did
not constitute connected transactions and continuing
connected transactions under Chapter 20 of the GEM
Listing Rules. The Company has complied with the
disclosure requirements in accordance with Chapter 20
of the GEM Listing Rules.
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Continuing Connected Transactions

Pursuant to Rule 20.74 of the GEM Listing Rules, the
relevant applicable percentage ratios (other than the
profit ratio) was prescribed under Chapter 20 of the
GEM Listing Rules, certain transactions entered into
by the Group with the connected persons (as defined
below) constituted continuing connected transactions
(the "CCTs") during the year ended 31 December 2019,
which was less than 5.0% and the total consideration
was less than HK$3.0 million, hence the connected
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transaction contemplated herein was fully exempt JERTE @ XHWF :
from the reporting, announcement, annual review and
independent shareholders’ approval requirements under
Chapter 20 of the GEM Listing Rules are as follows:
Actual amount
for the year ended
Continuing connected transactions Connected Persons Annual cap 31 December 2019
Bz_Z-NF
+=A=t+-8
HEBERS MEAT FE LR FFENEREE
PRC factory rental expenses Shenzhen Junxuan RMB445,000 RMB423,000 Note
PEBRHRERS RYEE AR#445,0007 AR#423,0007T M

Note: Mr. Zhang Shuguang, our Controlling Shareholder,
executive Director and chairman of our Board, holds
the entire equity interest in Shenzhen Junxuan.
Therefore, Shenzhen Junxuan is an associate of Mr.
Zhang Shuguang pursuant to Rule 20.10(1)(c) of the
GEM Listing Rules, and thus it is a connected person
of our Company under the GEM Listing Rules. The
transaction under the Tenancy Agreement (as defined
below) constitutes a continuing connected transaction
of our Company under the GEM Listing Rules.

On 13 September 2017, a tenancy agreement was
entered into between Shenzhen Huakang (as tenant)
and Shenzhen Junxuan (as landlord), pursuant to which
Shenzhen Junxuan agrees to rent out Junxuan Property
(as defined in the Prospectus) to Shenzhen Huakang for
a term of three years commencing on 14 September
2017 and ending on 13 September 2020 (the “Tenancy
Agreement”).

BIaE : RPIEIERARER ITEEREETEE
EARE N EERERIBEH 2 HARE -
E it - RIEGEM ET R BIZ20.10(1)(c)
& RV EHABRBRIEENBHEA
WAGEM EMARBIIE N ARQE 2 BHEA
T - REGEM EMARR - HEBZE(ESE
BTIX)ETZRGERERRR 2 FHER
BRS o

R-ZE—+FhA+=H  FIEEUEAE
AEAN)ERINEH(EREX)FTLHER
& Bl NN EHREKEEVEERE
AERER)HATRIEER 82—+
FANATHBERE-_Z-_FTFHLA+=H
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Key Relationships With Employees, Customers
and Suppliers

The Group maintains a good relationship with its
employees, and certain policies have been implemented
to ensure that its employees are provided with competitive
remuneration, good welfare benefits and continuous
professional training. The Group also maintains good
relationships with its customers and suppliers, without
whom success in the Group’s production and operation
would be at risk.

Share Option Scheme

The Company has adopted the Share Option Scheme
pursuant to an ordinary resolution passed by the
shareholders in the extraordinary general meeting on
13 January 2020. The Share Option Scheme is a long-
term incentive scheme of the Company to reward it's
employees, Directors and other eligible participants for
their contributions to the Group and to assist the Group
in its recruitment and retention of high calibre employees
and other eligible participants who are instrumental to
the growth and development of the Group.

Eligible participants of the Share Option Scheme include:
(a) any employee or proposed employee (whether full-
time or part-time and including any executive Director),
consultants or advisers of or to the Company, any of
its subsidiaries or any invested entity; (b) any non-
executive Directors (including independent non-executive
Directors) of the Company, any of its subsidiaries or any
invested entity; (c) any supplier of goods or services to
any member of the Group or any invested entity; (d) any
customer of the Group or any invested entity; (e) any
person or entity that provides research, development
or other technological support to the Group or any
invested entity; and (f) any shareholder of any member
of the Group or any invested entity or any holder of any
securities issued by any member of the Group or any
invested entity, and any company wholly owned by one
or more persons belonging to any of the above classes.
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Subject to the earlier termination of the Share Option
Scheme in accordance with the rules thereof, the Share
Option Scheme shall remain in force for a period of ten
years commencing from the date of adoption.

The maximum number of shares issuable upon the
exercise of options granted under the Share Option
Scheme and any other share option scheme adopted
by the Group (including both exercised or outstanding
options) to each grantee within any 12-month period,
is limited to 1% of the shares of the Company in issue
at any time.

Share options granted to a Director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by the
independent non-executive Directors of the Company.
In addition, any share options granted to a substantial
shareholder or an independent non-executive Director
of the Company, or to any of their associates, in excess
of 0.1% of the shares of the Company in issue at any
time and with an aggregate value (based on the closing
price of the Company’s shares at the date of the grant)
in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a
general meeting.

The total number of shares which may be issued upon the
exercise of all options (excluding for this purpose options
which have lapsed) which have been or may be granted
under the Share Option Scheme and any share option
scheme of the Group must not in aggregate exceed
40,000,000 shares, representing 10% of the shares of
the Company in issue as at the date of approval of the
Share Option Scheme and as at the end of Reporting
Period and the date of approval of this report. The
maximum number of shares to be issued upon the
exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and any
other share option scheme of the Group must not in
aggregate exceed 30% of the shares of the Company
in issue from time to time.
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The offer of a grant of share options may be accepted
within 30 days from the date of offer, upon payment
of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options
granted is determinable by the Directors, which period
may commence from the date of the offer of the share
options, and ends on a date which is not later than ten
years from the date of grant of the share options subject
to the provisions for early termination thereof.

The exercise price of the share options is determinable
by the Directors, but shall not be less than the highest of
(i) the closing price of the Company’s shares as quoted
on the Stock Exchange’s daily quotations sheet on the
date of the offer; (ii) the average closing price of the
Company'’s shares as quoted on the Stock Exchange’s daily
guotations sheet for the five business days immediately
preceding the date of offer; and (iii) the nominal value
of a share.

As at the date of this report, no share option had been
granted under the Share Option Scheme.

Emoluments of the Directors and the Five
Highest Paid Individuals

Detail of the emoluments of the Directors and the five
highest paid individuals of our Group are set out in note
8 in the Notes to the consolidated financial statements
in this report.

There was no arrangement under which a Director has
waived or agreed to waive any emoluments for the year
ended 31 December 2019.

Save for Directors’ fees, none of the independent non-
executive Directors is expected to receive any other
remuneration for holding their office as an independent
non-executive Director.
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Emolument Policy

The emolument policy for the employee of the Group is
set up by the management on the basis of their merit,
qualifications and competence. Under the emolument
policy, the basis of determining the emolument payable
to Directors is subject to the decision of the Remuneration
Committee of the Company. As at 31 December 2019,
the Group has 73 full-time employees (2018: 70) located
in Hong Kong and the PRC for operation. Detail of the
staff costs, including Directors’ remuneration, incurred
by the Group are set out in note 7 in the Notes to the
consolidated financial statements in this report.

The Remuneration Committee will review and determine
the remuneration and compensation packages of the
Directors’ regarding their responsibilities, workload, time
devoted to our Group and the performance of our Group.
Up to the date of this report, no share option has been
granted under the share option scheme adopted on 13
January 2020.

Major Customers and Suppliers

The Group's largest customer contributed approximately
12.2% (2018: 13.5%) of the total revenue for the year
while the Group’s five largest customers accounted for
approximately 28.5% (2018: 31.5%) of the total revenue
for the year. The Group’s largest supplier contributed
approximately 21.4% (2018: 22.3%) of the total
purchase for the year while the Group’s five largest
suppliers accounted for approximately 73.0% (2018:
64.3%) of the total purchase for the year.

At no time during the year ended 31 December 2019 have
the Directors, any of their associates or any Shareholder
(which to the knowledge of the Directors owns more
than 5% of the number of issued Shares) had any
beneficial interest in any of the above major customers
and suppliers during the year ended 31 December 2019.
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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 (“Compliance Adviser”) has been
appointed as the new compliance adviser on the same
day.

As at 31 December 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 31 December 2019.

Equity-Linked Agreements

No equity-linked agreements that will or may result in
the Company issuing Shares or that require the Company
to enter into any agreements that will or may result
in the Company issuing Shares were entered into by
the Company, or subsisting during the year ended 31
December 2019.
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Purchase,
Securities

Sales or Redemption of Listed

There were no purchases, sales or redemptions of the
Company’s listed securities by the Company or any of its
subsidiaries during the year 31 December 2019.

Pre-Emptive Rights

There are no provision for pre-emptive rights under the
Company'’s Articles of Association or the laws of Cayman
Islands which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and to the best knowledge of the Directors,
the Directors confirm that the Company complies with
the minimum of public float of 25% under the GEM
Listing Rules since the Listing Date and up to the latest
practicable date prior to the issue of this report.

Corporate Governance Practices

The Company is firmly committed to maintaining and
ensuring a high level of corporate governance standards
and will review and improve the corporate governance
practices and standards constantly. Details of the principal
corporate governance practices adopted by the Company
are set out in the section headed “Corporate Governance
Report” on pages 28 to 52 of this report.

Tax Relief

The Company is not aware of any relief on taxation
available to the shareholders by reason of their holdings
of the Shares. If the shareholders are unsure about the
taxation implications of purchasing, holding, disposing
of, dealing in or exercising of any rights in relation to
the Shares, they are advised to consult their professional
advisers.
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Material Legal Proceedings

As at 31 December 2019, the Company was not involved
in any material litigation or arbitration and no material
litigation or arbitration were pending or threatened or
made against the Company so far as the Company is
aware.

Events After the Reporting Period

Save as disclosed in elsewhere in this report, the Board
is not aware of any material event requiring disclosure,
that has taken place subsequent to 31 December 2019
and up to the date of this report.

Annual General Meeting

The notice of the forthcoming annual general meeting
of the Company will be published and dispatched to
shareholders in the manner specified in the GEM Listing
Rules in due course.

Review by Audit Committee

The Board has established the Audit Committee with its
terms of reference in compliance with Rules 5.28 t0 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.
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The Audit Committee has reviewed the audited
consolidated financial statements 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.

Independent Auditor

There was no change in auditor since the Listing Date
except that with effect from 19 December 2019, Deloitte
Touche Tohmatsu (“Deloitte”) has resigned as the
auditor of the Company and Mazars has been appointed
as the new auditor on the same day to fill the casual
vacancy following the resignation of Deloitte and to hold
office until the conclusion of the next AGM.

The Group’s consolidated financial statements for the year
ended 31 December 2019 have been audited by Mazars,
which would retire at the forthcoming AGM and being
eligible, offers itself for re-appointment. A resolution
to re-appoint Mazars as the independent auditor and
to authorise the Directors to fix its remuneration will
be proposed to the shareholders for approval at the
forthcoming AGM.

Forward Looking Statements

This report contains forward looking statements with
respect to the financial conditions, results of operations
and business of the Group. These forward looking
statements represent the Company’s expectations or
beliefs concerning future events and involve known and
unknown risks and uncertainty that could cause actual
results, performance or events to differ materially from
those expressed or implied in such statements.

On behalf of the Board

Zhang Shuguang
Chairman and Executive Director

Hong Kong, 31 March 2020
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INDEPENDENT AUDITOR'S REPORT
B AR

To the members of
Huakang Biomedical Holdings Company Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Huakang Biomedical Holdings Company Limited (the
“Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 115 to 215, which
comprise the consolidated statement of financial position
as at 31 December 2019, and the consolidated statement
of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements
give a true and fair view of the financial position of
the Group as at 31 December 2019, and of its financial
performance and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA") and have
been properly prepared in compliance with disclosure
requirements of the Hong Kong Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong
Kong Standards on Auditing (“HKSAs") issued by the
HKICPA. Our responsibilities under those standards are
further described in the “Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements”
section of our report. We are independent of the Group
in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a
basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgement, were of most significance in
our audit of the consolidated financial statements for
the current period. These matters were addressed in
the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed the key audit matter

Impairment assessment of trade receivables

As at 31 December 2019, the Group’s net
trade receivables amounted to approximately
RMB10,079,000 and out of these trade
receivables of approximately RMB8,831,000
were past due. The Group recorded net reversal
of the impairment losses on trade receivables
of approximately RMB250,000 credited to profit
or loss for the year ended 31 December 2019
and the Group’s lifetime expected credit losses
("ECL") on trade receivables as at 31 December
2019 amounted to approximately RMB2,574,000.

The management of the Group estimates the
amount of lifetime ECL of trade receivables
based on provision matrix through grouping of
various debtors that have similar loss patterns,
after considering internal credit assessment of
trade debtors and past due status of respective
trade receivables. Estimated loss rates are based
on historical observed default rates over the
expected life of the debtors and are adjusted
for forward-looking information.

In addition, trade receivables that are credit
impaired are assessed for ECL individually. The
loss allowance amount of the credit impaired
trade receivables is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
with the consideration of expected future losses.

We identified impairment assessment of
trade receivables as a key audit matter due
to the significance of trade receivables to the
Group’s consolidated financial position and
the involvement of subjective judgement and
management estimates in evaluating the ECL of
the Group’s trade receivables at the end of the
reporting period.

Related disclosures are included in Notes 2, 16
and 28 to the consolidated financial statements.

Annual Report 2019 4

Our procedures, among others, included:

a)

@)

Understanding key controls on how the
management estimates the credit loss allowance
for trade receivables;

Testing the integrity of information used by
management to develop the provision matrix
including testing individual customers’ credit
assessment, on a sample basis, through
analysing their nature, size and past due status
with the underlying supporting documents and
comparing the internal credit assessment made
by management on these customers;

Challenging management’s basis and judgement
in determining credit loss allowance on trade
receivables, including their identification of credit
impaired trade receivables, the reasonableness
of management’s grouping of the remaining
trade debtors into different categories in the
provision matrix, and the basis of estimated
credit loss rates applied in each category in the
provision matrix (with reference to historical
default rates and forward-looking information);
and

Evaluating the disclosures regarding the
impairment assessment of trade receivables.
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OTHER INFORMATION

The directors of the Company are responsible for the
other information. The other information comprises the
information included in the 2019 annual report of the
Company but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements
does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated
financial statements, our responsibility is to read the
other information and, in doing so, consider whether
the other information is materially inconsistent with
the consolidated financial statements or our knowledge
obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this
other information, we are required to report that fact.
We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRSs
issued by the HKICPA and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary
to enable the preparation of consolidated financial
statements that are free from material misstatement,
whether due to fraud or error.
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RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

In preparing the consolidated financial statements, the
directors of the Company are responsible for assessing the
Group's ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and
using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for
overseeing the Group's financial reporting process.

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that
includes our opinion. This report is made solely to you,
as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in
the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the
basis of these consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional
skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement
of the consolidated financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from
fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control.

e  Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies

used and the reasonableness of accounting estimates
and related disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

e Conclude on the appropriateness of the directors’
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of
our auditor’s report. However, future events or
conditions may cause the Group to cease to continue
as a going concern.

e Evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner
that achieves fair presentation.

e Obtain sufficient appropriate audit evidence
regarding the financial information of the entities
or business activities within the Group to express an
opinion on the consolidated financial statements.
We are responsible for the direction, supervision
and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope
and timing of the audit and significant audit findings,
including any significant deficiencies in internal control
that we identify during our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

We also provide those charged with governance with
a statement that we have complied with relevant
ethical requirements regarding independence, and to
communicate with them all relationships and other
matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged
with governance, we determine those matters that were
of most significance in the audit of the consolidated
financial statements of the current period and are
therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter
should not be communicated in our report because the
adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of
such communication.

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 31 March 2020

The engagement director on the audit resulting in this
independent auditor’s report is:

She Shing Pang

Practising Certificate number: PO5510
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{CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME
GeRmEkHEMEERER

For the year ended 31 December 2019 HE=ZT—NF+=-_A=1+—HILFE

2019 2018
—E-NF —E-N\F
Notes RMB’000 RMB’000
K et ARETFIT ARETFT
Revenue Was 3 25,471 28,677
Cost of sales SHE KA (7,580) (7,097)
Gross profit EH 17,891 21,580
Other income HAb A 5 260 317
Other gains and losses Hfblhas K &8 6 508 (162)
Selling and distribution expenses HE RN HAX (6,777) (4,068)
Administrative expenses TERFEX (9,679) (5,749)
Research and development expenses #2552 (1,762) (1,474)
Reversal of (Provision for) HIBRE S U
impairment losses on trade IR EE R
receivables, net (B5) 28 250 (1,395)
Reversal of impairment losses on HER B fth E U FRIE
other receivables, net B B R D 28 39 24
Finance costs BE A 7 (72) =
Listing expenses il - (7,831)
Profit before tax B 5t A A1) 7 658 1,242
Income tax expense TS Hi 5 S2 9 (942) (1,701)
Loss for the year attributable to the FRARRIHESF A
owners of the Company FE(E B 1R (284) (459)
Other comprehensive expense: Hith2MEAX :
Item that may be reclassified HiZA[feEF 7HHE
subsequently to profit or loss FEa A9 B
Exchange difference on
consolidation IREE R ZERE (52) =
Total comprehensive expense for
the year attributable to the /NI 2SN
owners of the Company FANRERFSERE (336) (459)
Loss per share BRERE 10 RMB cents RMB cents
AREE(L AREAL
Basic EHR (0.07) (0.15)
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{CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
e MR R R

At 31 December 2019 R=E—h&FE+—_A=+—H

2019 2018
—E-NF —E-N\F
Notes RMB’000 RMB’000
HeE AR%Fr ARMTFT
Non-current assets ERBEE
Property, plant and equipment M - BE REE 12 9,722 9,567
Right-of-use assets CREEE 13 1,351 =
Intangible assets B EE 14 2,914 2,918
Deposits for acquisition of WHEME - HE &
property, plant and equipment B P s 1,257 1,182
15,244 13,667
Current assets MENE
Inventories FE 15 2,703 2,284
Trade receivables 2 5 WA 16 10,079 10,708
Other receivables, deposits and H fth Wk -
prepayments e RIENFIE 17 1,893 1,978
Bank balances and cash IRITAEMREIRE 18 48,793 54,797
63,468 69,767
Current liabilities mEa R
Trade payables B 5 R IR 19 1,030 927
Other payables and accrued HAbERTFIE R
charges FEETE A 20 3,797 9,134
Contract liabilities BHBE 21 292 179
Lease liabilities HEBE 13 1,181 =
Deferred income — government EEWA —
grants AT FE BN 22 45 45
Tax payable e FIIE 866 1,698
7,211 11,983
Net current assets MENE EFE 56,257 57,784
Total assets less current liabilities BERBRTBARG 71,501 71,451
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At 31 December 2019 R=E—hE+—_A=+—H

2019 2018
—T-NF —ZT-N\F
Notes RMB’000 RMB’000
HizF ARBTFT ARBFT
Non-current liabilities FRBBE
Lease liabilities HEBRE 13 431 =
Deferred income — government EEW A — BT
grants e 22 385 430
816 430
NET ASSETS BEFE 70,685 71,021
Capital and reserves BARKR
Share capital E&N 24 3,509 3,509
Reserves i 67,176 67,512
TOTAL EQUITY M AR 70,685 71,021
The consolidated financial statements on pages 115 ZEZF®R_T_TF=A=+—BH#HER

to 215 were approved and authorised for issue by the
Board of Directors on 31 March 2020 and signed on
its behalf by

Mr. Zhang Shuguang
REBX KL
DIRECTOR
EF

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited
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Mr. Zhang Chunguang

RENXKE
DIRECTOR
EF
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{CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

GEREESER

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

Reserves
i
Share Share Capital ~ Statutory  Translation Accumulated Total
capital — premium resne resene reserve profits — Sub-total equity
RE RhER  EAEE  ATRE  EARE  ZiEd N ERGE
RMB000  RMB'O00  RMB000  RMB'O00  RMB000  RMB'000  RMB000  RMB'000
ANRETT ARBTT ARETT ARETT ARETT ARETT ARETT ARETT
(Note @) ~ (Note(b)  (Note(c)  (Note(d))
Wite)  (Wap) W) (W)
At 1 January 2018 R=2-N\f-f-H - 16,667 1,943 1,734 - 17,046 37,390 37390
Loss and total comprehensive expense EREERER
for the year s = = = = = (459) (459) (459)
Transactions with owners: BEEALRA:
Contributions and distributions EFRAE
Issue of shares pursuant to the REEMBGE
Captalisation Issue (2 defined R (e%HEu)
in Note 24) (Note 24(b)) (Hrzop) 263 (263 - - - - (2632) -
Issue of shares under the Share Offer RERAEEE TR
(Note 24(c) (W) 1 42983 - - - - D93 4380
Transaction costs directly attibutable to — &{7H{ 2 B2 RElG
issue of shares RSMA - (9,770 - - - - (9,770 (9,770
3,509 30,581 - - - - 30,581 34,090
At 31 December 2018 RZE-NE+ZA=1-A 3,509 47248 1,943 1,734 - 16,587 67512 71,01
At 1 January 2019 R=E-nE-A-A 3509 4748 1,983 1,734 - 16587 6151 7o
Loss for the year FEER - - - - - (284) (284) (284)
Other comprehensive expense: Hf2EHY
Item that may be reclassified BR TSR
subsequently to profit or foss A
Exchange difference on consolidation GAERZE - - - - (52) - (52) (52)
Total comprehensive expense for the year — ERZAR 3% - - - - (52) (284) (336) (336)
Transactions with owners: HERAZRA:
Contributions and distributions A RAT
Appropriation of statutory reserve B EERE - - - 568 - (568) - -
At 31 December 2019 RZE-NETZA=1A 3,509 47248 1,943 2,302 (52) 15,735 67,176 70,685
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

Notes:

(a)

Share premium represents the excess of the net proceeds
or consideration from issuance of the Company’s shares
over their par value.

Capital reserve represents the difference between the
combined capital of the Company’s subsidiaries, King
Grace Company Limited (“King Grace”) and &3IZEREE
HHBEETRAMR AR (Shenzhen Huakang Bio-Medical
Engineering Limited*) (“Shenzhen Huakang”) and the
consideration paid for acquiring 44% equity interest of
Shenzhen Huakang by King Grace in 2017.

Statutory reserve is required to be appropriated from
profit after income tax of the entity which established in
the People’s Republic of China (the “PRC"), determined
in accordance with the relevant laws and regulations
in the PRC. Allocation to the statutory reserve shall be
approved by the board of directors of the PRC entity. The
appropriation to statutory reserve may cease if the balance
of the statutory reserve has reached 50% of the registered
capital of the PRC entity. The statutory reserve may be
used to make up losses or for conversion into capital.
The PRC entity may, upon the approval by a resolution
of shareholders’ general meeting/board of directors’
meeting, convert the statutory reserve into capital in
proportion to the then existing shareholdings. However,
when converting the statutory reserve into capital, the
balance of such reserve remaining unconverted must not
be less than 25% of the registered capital of that entity.

Translation reserve has been set up and is dealt with
in accordance with the accounting policies adopted for
foreign currency translation as set out in Note 2 to the
consolidated financial statements.

English translation is for identification purpose only.

Hist -

(a)

d)

Bt B AR B BITR S RIEFEE
HREBOERNEE -

BERRFEHEER=-2ZE—tF AQEKB
AFIKing Grace Company Limited ([King
Grace]) MRYIZEREYBETIRER AR
(MBRYIZERE ) 2 &P EAREKing Gracet
BRYIERIA%BREINOREZHOE
B o

AERBEREPEARLIMBE(FED
BRAZRIMER - RPBIKZ BB
FRSB & m FITR B Z (it - AERBE 21
BELPIZERTEERcESTSHE © WA
TEERETEERIMEAR0% -
AR & IERRBUAE R » AT MR A AIE
WEBEIBRAER - KRERRNEG 2R
RR/EFTLQHRMER  PREEAR
ERCACREREZLLOIMSEEFEE
BMRER o A - MFEEREERRE
Ao BRTIREBRZBBEREBEERTEIR
AR EREMEARZ25% -

[E BB IR IBAR A M ISR M a2 it
SNEE A BRI 2 B RTBUR R MG HE o

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited

119



{CONSOLIDATED STATEMENT OF
CASH FLOWS
meRTRER

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

2019 2018
—T-NF —E-N\F
RMB’000 RMB’000
AREFT AREFT
OPERATING ACTIVITIES REES
Profit before tax BR A% A A 658 1,242
Adjustments for: R
Amortisation of intangible assets BB 370 351
Depreciation of property, plant YE - WEX
and equipment HEITE 1,609 1,340
Depreciation of right-of-use assets P FEEETE 783 -
Interest income FEWA (174) (84)
(Reversal of) Provision for Nk & 5 e W IE R
impairment losses on trade EEE () B E
receivables, net (250) (FSS5
Reversal of impairment loss on HBR 8 W SR IB R
other receivables, net BFERD (39) (24)
Gain on disposal of property, HBRHEEME « BE
plant and equipment, net PEI LG (10) (10)
Release of deferred income EIEW AR D) (45) (45)
Finance costs & A 72 -
Write-off of property, plant and mE - BEK
equipment R 3 -
Operating cash flows before EEESEFH 2
changes in working capital KERGME 2,977 4,165
Changes in working capital EEEEE
Inventories =& (419) (339)
Trade receivables B 5 R IE 879 (2,255)
Other receivables, deposits and HibpEE
prepayments Ze RFEMNRIE 124 2357
Trade payables g 5 RMNFIA 103 61
Other payables and accrued L FE SRR K
charges FEET & A (5,393) (1,320)
Contract liabilities BHBE 113 (15)
Cash (used in) generated from (T FTEIE S
operations (1,616) 2,654
Income tax paid EAFTEE (1,774) (1,703)
Net cash (used in) from operating &2 E8(FTH)E
activities REFHE (3,390) 951
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

2019 2018
—E-NF —ZE-N\F
RMB’000 RMB’000
ARETF ARMFT
INVESTING ACTIVITIES REEY
Acquisition of property, plant and  WEEWE - BE &%
equipment (585) (589)
Development costs paid BB A (366) (1,080)
Deposits paid for acquisition of FUEEME - BE R
property, plant and equipment HEBEMRE (1,257) (1,182)
Government grants received BB THEE - 300
Interest received B UER A B 174 84
Proceeds from disposal of property, HEWE « KE&
plant and equipment R FISRIA 10 10
Net cash used in investing activities & & EZBFTHE €55 (2,024) (2,457)
FINANCING ACTIVITIES MEEH
Issued costs of new shares IR 2 BEATRAR - (7,258)
Proceeds from issue and allotment 217 R EREE IR D 2
of shares FTS 3R - 43,860
Repayment for lease liabilities HEBEEXK (594) -
Repayment to Shenzhen Junxuan [RIRYIBEFVEH 2 B - (110)
Net cash (used in) from financing BEERB(FTR) TS
activities R IFE (594) 36,492
Net (decrease) increase in cash and IR&RIREZEY
cash equivalents (R A) & 558 (6,008) 34,986
Cash and cash equivalents at the FHIzHeRREEE
beginning of the year ) 54,797 19,811
Effect on exchange rate changes EXREFHHNTE 4 -
Cash and cash equivalents at the FERZIRERIEESE
end of the year, represented by BY) - \IRITERK
bank balances and cash & 48,793 54,797
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M ERRME

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

GENERAL INFORMATION

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 GEM of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 13 December 2018. The Company
is ultimately controlled by Mr. Zhang Shuguang and
Mr. Chang Yim Yang, who act in concert and hold
equity interests in the Company indirectly through
Crystal Grant Limited (wholly owned by Mr. Zhang
Shuguang), a limited liability company incorporated
in the British Virgin Islands (the “BVI") and Ever
Charming Inc. (wholly owned by Mr. Chang Yim
Yang), 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 Company is an investment holding company.
The Company and its subsidiaries (collectively refer to
as the “Group”) are principally engaged in research
and development, manufacture, marketing and sale
of biological reagents and auxiliary reproductive
supplies and equipment in the People’s Republic
of China (the “PRC"). The principal activities of its
principal subsidiaries are set out in Note 31 to the
consolidated financial statements.

The consolidated financial statements are presented
in Renminbi ("RMB”), which is the same as the
functional currency of the Company and its
subsidiaries, and rounded to the nearest thousand
unless otherwise stated.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs"”) issued by the
Hong Kong Institute of Certified Public Accountants
(the "HKICPA"), which collective term includes all
applicable individual HKFRSs, Hong Kong Accounting
Standards (“HKASs") and Interpretations issued by
the HKICPA and the disclosure requirements of the
Hong Kong Companies Ordinance. The consolidated
financial statements also comply with the applicable
disclosure requirements of the Rules Governing the
Listing of Securities on GEM of the Stock Exchange
(the "Listing Rules").

The consolidated financial statements have been
prepared on a basis consistent with the accounting
policies adopted in the 2018 consolidated financial
statements except for the adoption of the following
new/revised HKFRSs and effective from the current
year.

Adoption of new/revised HKFRSs

The Group has applied, for the first time, the
following new/revised HKFRSs:

Annual Improvements to  2015-2017 Cycle
HKFRSs

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

Amendments to HKAS 19 Employee Benefits

Amendments to HKAS 28  Investments in Associates and Joint
Ventures

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation

HKFRS 16 Leases
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

Annual Improvements Project — 2015-2017
Cycle

HKFRS 3: Previously held interest in a joint operation

The amendments clarify that obtaining control of
a business that is a joint operation is a business
combination achieved in stages. The acquirer
shall therefore apply the requirements for a
business combination achieved in stages, including
remeasuring its entire previously held interest in the
joint operation.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

HKFRS 11: Previously held interest in a joint operation

The amendments clarify that when an entity that
participated in a joint operation which is a business
obtains joint control of the joint operation, its
previously held interest in the joint operation is not
remeasured.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

HKAS 12: Income tax consequences of payments on
financial instruments classified as equity

The amendments clarify that (a) the income tax
consequences of dividends are recognised in profit
or loss, other comprehensive income or equity
according to where the past transactions or events
that generated the distributable profits were
originally recognised and (b) these requirements
apply to all income tax consequences of dividends
as defined in HKFRS 9.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

Annual Improvements Project — 2015-2017
Cycle (Continued)

HKAS 23: Borrowing costs eligible for capitalisation

The amendments clarify that (a) if a specific
borrowing remains outstanding after the related
qualifying asset is ready for its intended use or
sale, it becomes part of the funds an entity borrows
generally and (b) funds borrowed specifically to
obtain an asset other than a qualifying asset are
included as part of general borrowings.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

HK(IFRIC)-Int 23: Uncertainty over Income Tax
Treatments

The HK(IFRIC)-Int 23 supports the requirements in
HKAS 12 Income Taxes by specifying how to reflect
the effects of uncertainty in accounting for income
taxes.

The adoption of the HK(IFRIC)-Int 23 does not have
any significant impact on the consolidated financial
statements.

Amendments to HKAS 19: Employee Benefits

The amendments require the use of updated
assumptions to determine current service cost and
net interest for the remainder of the reporting period
after a change is made to a plan.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

Amendments to HKAS 28: Investments in
Associates and Joint Ventures

The amendments clarify that long-term interests in
an associate or joint venture, to which the equity
method is not applied, are accounted for using
HKFRS 9.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

Amendments to HKFRS 9: Prepayment
Features with Negative Compensation

The amendments clarify that prepayable financial
assets with negative compensation can be measured
at amortised cost or at fair value through other
comprehensive income instead of at FVPL if specified
conditions are met.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

HKFRS 16: Leases

HKFRS 16 replaces HKAS 17 and related
Interpretations for annual periods beginning on or
after 1 January 2019. It significantly changes, among
others, the lessee accounting by replacing the dual-
model under HKAS 17 with a single model which
requires a lessee to recognise right-of-use assets
and lease liabilities for the rights and obligations
created by all leases with a term of more than 12
months, unless the underlying asset is of low value.
For lessor accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS
17. Accordingly, a lessor continues to classify its
leases as operating leases or finance leases, and to
account for those two types of leases differently.
HKFRS 16 also requires enhanced disclosures to be
provided by lessees and lessors.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

HKFRS 16: Leases (Continued)

The Group has applied HKFRS 16 for the first time
at 1 January 2019 (i.e. the date of initial application,
the “DIA") using the cumulative effect approach
and recognised the right-of-use asset at the amount
equal to the lease liability, adjusted by the amount
of any prepayments or accrued lease payments
relating to that lease recognised in the consolidated
statement of financial position as at 31 December
2018. The comparative information has not been
restated and continues to be reported under HKAS
17 and related interpretations as allowed by the
transition provision in HKFRS 16

The Group also elected to use the transition practical
expedient not to reassess whether a contract was,
or contained, a lease at the DIA and the Group
applied HKFRS 16 only to contracts that were
previously identified as leases applying HKAS 17 and
to contracts entered into or changed on or after the
DIA that are identified as leases applying HKFRS 16.

As lessee

Before the adoption of HKFRS 16, lease contracts
were classified as operating or finance lease in
accordance with the Group’s accounting policies
applicable prior to the DIA.

Upon adoption of HKFRS 16, the Group accounted
for the leases in accordance with the transition
provisions of HKFRS 16 and the Group’s accounting
policies applicable from the DIA.

2.

TESTHBERE)

BRANETR]RIET BB B®REER
(%)

BBMHHREE

N

AIsE165% : S (&)

AEEER -_ZE-NAE—A—RH (W&
RERBEBHIERERBEH] ) FAR
AR ELARAREY B REERIF 16
% WIRASREEREZBER
ERREE  RER-_F—-—/\F+=
A=1T— ARG UBIRRNKRERZZ
HERE 2 EARNFBEREAEEN
RERELARE - LBRERBET A
BN HEERBER G ERE 175
REBMBEHREERFE 165 EIR R
ERFHMER R B2 -

AEBREEERABEATERS
% PTRERERBREFRFEEL
EERABE-HEHEE  BAKH(E
REBMBERELERFE16REANE
FIRBER BT ERF 1757 ER A
ENEHNNERERB M 2 &FI
AEFUVRERBEEVHRESERF16
SR REENEL -

TERAEMEA

RERBE LM B RELERE165EA -
REBEEXERBRFERANAKEES
BER  HEANTBEAKZHENR
BHE -

RERABEH B REERNFE165E1% -
AEERBEEBVHRELAE 1657
BRI R B EXRERBREERNA
SESSTRREMEETARK -

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited

127



128

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

HKFRS 16: Leases (Continued)

As lessee — leases previously classified as operating
leases

The Group recognised right-of-use assets and lease
liabilities for leases previously classified as operating
leases at the DIA, except for leases for which the
underlying asset is of low value, and the Group
applied the following practical expedients on a lease-
by-lease basis.

(a)

(b)

Applied a single discount rate to a portfolio of
leases with reasonably similar characteristics.

Adjusted the right-of-use assets at the DIA by
the provision for onerous leases recognised
immediately before the DIA by applying
HKAS 37, as an alternative to performing an
impairment review at the DIA.

Did not recognise right-of-use assets and lease
liabilities to leases for which the lease term ends
within 12 months of the DIA.

Excluded initial direct costs from the
measurement of the right-of-use assets at the
DIA.

Used hindsight in determining the lease term
where the contract contains options to extend
or terminate the lease.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

HKFRS 16: Leases (Continued)

As lessee — leases previously classified as operating
leases (Continued)

At the DIA, except for those that were previously or
will be accounted for as investment property using
the fair value model, right-of-use assets were, on a
lease-by-lease basis, measured at either,

(@) their carrying amount as if HKFRS 16 had
been applied since the commencement date,
but discounted using the lessee’s incremental
borrowing rate at the DIA; or

(b) an amount equal to the lease liabilities, adjusted
by the amount of any prepaid or accrued lease
payments relating to the lease recognised
immediately before the DIA.

Lease liabilities were measured at the present value
of the remaining lease payments, discounted using
the lessee’s incremental borrowing rate at the DIA.
The weighted average incremental borrowing rate
applied to the lease liabilities at the DIA is 4.83%.

2.

—NFE+ZA=+—RAILFE

FTESTBRE)

RANETR]RIETT BB B®REER
(%)
BB B HREEANE

1655 : HE (&)

EBARA—ERI D E AR SHENH
E(E&)

REREMRBH BRTEMKKE

RAAFERXARSREMENEN
REE  EREBEENRZEAREER

EAHP—IBFE

(a) EfRHEME  BUBERKBHEHER
JERBANBEHmELERNE 165 -
HE(E AR AR B X ER B HiA 1Y

EERFIERETIR X

(b) ENHEEREBNETHE - WREKEE
ERERERBHZAERNEE
ﬁﬁmﬁﬂﬁﬁif#ﬂﬁﬁm

EITHHE o
HEAGE N EFGEENKNIREST
2 UHFEAFBAREGXERESHN
aiﬁmﬂ’ﬁﬁ%ﬁ #éﬁf%

1ﬁﬁ%miﬁ433%

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited

129



130

For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

HKFRS 16: Leases (Continued)

As lessee — leases previously classified as operating
leases (Continued)

Reconciliation of operating lease commitments
disclosed applying HKAS 17 at 31 December 2018
and lease liabilities recognised at the DIA is as
follows.

—NEFE+ZA=+—RAILFE
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RMB’'000
ARETFT
Operating lease commitments at RZE-NE+ZA=+—Hz
31 December 2018 (after considering GRBTH S AR (R E EIRATR
the early termination option) BEECIE) 1,037
Discounted using the lessee’s incremental 1 & /X & B HA{E M A /)3E = (83X
borrowing rate at the DIA F=ETTREIR 992
Less: Short-term leases B RREAEE (111)
Add: Impact of the early termination e RARIBEERENTE
option 711
Lease liabilities at 1 January 2019 RZZF—NF—A—BNHEERRE 1,592

At the DIA, except for those that meet the definition
of investment properties (if any), all other right-
of-use assets were presented within the line item
"right-of-use assets” on the consolidated statement
of financial position. Besides, lease liabilities including
those previously presented under “interest-bearing
borrowings” (if any) were shown separately on the
consolidated statement of financial position.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued) 2.
Adoption of new/revised HKFRSs (Continued)

HKFRS 16: Leases (Continued)

As lessee — leases previously classified as operating

leases (Continued)

As a result, transfer was made at the DIA to reflect

the changes in presentation:

Carrying amounts on
31 December 2018
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Carrying amounts on
1 January 2019

under HKAS 17 Transfer — Increase under HKFRS 16
RIEDEGFIER RIEBEIISRE
F1THER_T—\F B 16507
+-A=+—8f —hF—A—H
REE BRI REREE
RMB’000 RMB’000 RMB’000
AREFIT AREFIT AREFIT
Non-current assets FERBEE
Right-of-use assets FREEE = 1,592 1,592
Current liabilities mENEE
Lease liabilities HEaRE = 850 850
Non-current liabilities FERBEE
Lease liabilities HEAE = 742 742

A summary of the significant accounting policies

adopted by the Group is set out below.

Basis of measurement

The measurement basis used in the preparation of
the consolidated financial statements is historical

cost.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries.
Control is achieved when the Company:

e has power over the investee;

e is exposed, or has rights, to variable returns
from its involvement with the investee; and

e has the ability to use its power to affect its
returns.

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate that
there are changes to one or more of the three
elements of control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Specifically,
income and expenses of a subsidiary acquired or
disposed of during the period are included in the
consolidated statement of profit or loss and other
comprehensive income from the date the Group
gains control until the date when the Group ceases
to control the subsidiary.

When necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group's
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in
full on consolidation.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Subsidiaries

A subsidiary is an entity that is controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to
affect those returns through its power over the
entity. The Group reassesses whether it controls
an investee if facts and circumstances indicate that
there are changes to one or more of the elements
of control.

In the Company’s statement of financial position
which is presented within these notes, the investment
in subsidiaries is stated at cost less impairment loss.
The carrying amount of the investment is reduced to
its recoverable amount on an individual basis, if it is
higher than the recoverable amount. The results of
subsidiaries are accounted for by the Company on
the basis of dividends received and / or receivable.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue from contracts with customers

Under HKFRS 15, the Group recognises revenue
when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods underlying the
particular performance obligation is transferred to
customers.

A performance obligation represents a good or
service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services that
are substantially the same.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following
criteria is met:

e the customer simultaneously receives and
consumes the benefits provided by the Group’s
performance as the Group performs;

e the Group's performance creates and enhances
an asset that the customer controls as the Group
performs; or

e the Group's performance does not create an
asset with an alternative use to the Group and
the Group has an enforceable right to payment
for performance completed to date.

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct
goods or service.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue from contracts with customers
(Continued)

A contract asset represents the Group’s right to
consideration in exchange for goods that the
Group has transferred to a customer that is not
yet unconditional. It is assessed for impairment in
accordance with HKFRS 9. In contrast, a receivable
represents the Group’s unconditional right to
consideration, i.e. only the passage of time is
required before payment of that consideration is
due.

A contract liability represents the Group's obligation
to transfer goods to a customer for which the
Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to
a contract are accounted for an presented on a
net basis.

Revenue from sales of goods is recognised at a point
in time upon i) delivering the goods to the customers’
warehouse on which the customers obtain control
of the goods or ii) the customers collect the goods
directly from the Group's warehouse, as appropriate.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the
effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash
receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial
recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases
Applicable from 1 January 2019

The Group assesses whether a contract is, or contains,
a lease at inception of the contract. A contract is,
or contains, a lease if the contract conveys the right
to control the use of an identified asset for a period
of time in exchange for consideration.

As lessee

The Group applies the recognition exemption
to short-term leases and low-value asset leases.
Lease payments associated with these leases are
recognised as an expense on a straight-line basis
over the lease term.

The Group has elected not to separate non-lease
components from lease components, and accounts
for each lease component and any associated non-
lease components as a single lease component.

The Group accounts for each lease component
within a lease contract as a lease separately. The
Group allocates the consideration in the contract to
each lease component on the basis of the relative
stand-alone price of the lease component.

Amounts payable by the Group that do not give rise
to a separate component are considered to be part
of the total consideration that is allocated to the
separately identified components of the contract.

The Group recognises a right-of-use asset and a
lease liability at the commencement date of the
lease.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (Continued) 2.

Leases (Continued)
Applicable from 1 January 2019 (Continued)
As lessee (Continued)

The right-of-use asset is initially measured at cost,
which comprises

(a) the amount of the initial measurement of the
lease liability;

(b) any lease payments made at or before the
commencement date, less any lease incentives
received;

() any initial direct costs incurred by the Group;
and

(d) an estimate of costs to be incurred by the Group
in dismantling and removing the underlying
asset, restoring the site on which it is located or
restoring the underlying asset to the condition
required by the terms and conditions of the
lease, unless those costs are incurred to produce
inventories.

Subsequently, the right-of-use asset is measured
at cost less any accumulated depreciation and any
accumulated impairment losses and adjusted for any
remeasurement of the lease liability. Depreciation
is provided on a straight-line basis over the shorter
of the lease term and the estimated useful lives of
the right-of-use asset (unless the lease transfers
ownership of the underlying asset to the Group by
the end of the lease term or if the cost of the right-
of-use asset reflects that the Group will exercise
a purchase option — in which case depreciation
is provided over the estimated useful life of the
underlying asset) as follows:
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

Applicable from 1 January 2019 (Continued)

As lessee (Continued)

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date of the contract.

The lease payments included in the measurement of
the lease liability comprise the following payments
for the right to use the underlying asset during the
lease term that are not paid at the commencement
date:

(@) fixed payments (including in-substance fixed
payments), less any lease incentives receivable;

(b) variable lease payments that depend on an
index or a rate;

(c) amounts expected to be payable under residual
value guarantees;

(d) exercise price of a purchase option if the Group
is reasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease,
if the lease term reflects the Group exercising
an option to terminate the lease.

The lease payments are discounted using the interest
rate implicit in the lease, or where it is not readily
determinable, the incremental borrowing rate of
the lessee.

Subsequently, the lease liability is measured by
increasing the carrying amount to reflect interest
on the lease liability and by reducing the carrying
amount to reflect the lease payments made.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

Applicable from 1 January 2019 (Continued)

As lessee (Continued)

The lease liability is remeasured using a revised
discount rate when there are changes to the lease
payments arising from a change in the lease term
or the reassessment of whether the Group will be
reasonably certain to exercise a purchase option.

The lease liability is remeasured by using the
original discount rate when there is a change in
the residual value guarantee, the in-substance
fixed lease payments or the future lease payments
resulting from a change in an index or a rate (other
than floating interest rate). In case of a change in
future lease payments resulting from a change in
floating interest rates, the Group remeasures the
lease liability using a revised discount rate.

The Group recognises the amount of the
remeasurement of the lease liability as an adjustment
to the right-of-use asset. If the carrying amount of
the right-of-use asset is reduced to zero and there is
a further reduction in the measurement of the lease
liability, the Group recognises any remaining amount
of the remeasurement in profit or loss.

A lease modification is accounted for as a separate
lease if

(@) the modification increases the scope of the
lease by adding the right to use one or more
underlying assets; and

(b) the consideration for the lease increases by
an amount commensurate with the stand-
alone price for the increase in scope and any
appropriate adjustments to that stand-alone
price to reflect the circumstances of the
particular contract.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

Applicable from 1 January 2019 (Continued)

As lessee (Continued)

When a lease modification is not accounted for as
a separate lease, at the effective date of the lease
modification,

(@) the Group allocates the consideration in the
modified contract on the basis of relative stand-
alone price as described above.

(b) the Group determines the lease term of the
modified contract.

(c) the Group remeasures the lease liability by
discounting the revised lease payments using
a revised discount rate over the revised lease
term.

(d) for lease modifications that decrease the
scope of the lease, the Group accounts for
the remeasurement of the lease liability by
decreasing the carrying amount of the right-of-
use asset to reflect the partial or full termination
of the lease and recognising any gain or loss
relating to the partial or full termination of the
lease in profit or loss.

(e) for all other lease modifications, the Group
accounts for the remeasurement of the lease
liability by making a corresponding adjustment
to the right-of-use asset.

Applicable before 1 January 2019

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other
leases are classified as operating leases.

As lessee

Operating lease payments are recognised as an
expense on a straight-line basis over the lease term.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates of
exchanges prevailing on the dates of the transactions.
At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary
items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences arising on the settlement
of monetary items, and on the retranslation of
monetary items, are recognised in profit or loss in
the period in which they arise.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the
presentation currency of the Group (i.e. RMB) using
exchange rate prevailing at the end of each reporting
period. Income and expenses items are translated at
the average exchange rates for the period, unless
exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing
at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity
under the heading of translation reserve (attributable
to non-controlling interests as appropriate).

Government grants

Government grants are not recognised until there
is reasonable assurance that the Group will comply
with the conditions attaching to them and that the
grants will be received.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government grants (Continued)

Government grants are recognised in profit or loss
on a systematic basis over the periods in which
the Group recognises as expenses the related costs
for which the grants are intended to compensate.
Specifically, government grants whose primary
condition is that the Group should purchase,
construct or otherwise acquire non-current assets are
recognised as deferred income in the consolidated
statement of financial position and transferred to
profit or loss on a systematic and rational basis over
the useful lives of the related assets.

Retirement benefit costs

Payments to state-managed retirement benefit
schemes and the Mandatory Provident Fund Scheme
are recognised as an expense when employees have
rendered service entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be
paid as and when employees rendered the services.
All short-term employee benefits are recognised as
an expense unless another HKFRS requires or permits
the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to
employees (such as wages and salaries, annual leave
and sick leave) after deducting any amount already
paid.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the period. Taxable profit differs from profit/
loss before tax because of income or expense that
are taxable or deductible in other years and items
that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for
all deductible temporary differences to the extent
that it is probable that taxable profits will be
available against which those deductible temporary
differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary
difference arises from the initial recognition (other
than in a business combination) of assets and
liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries, except where the Group is able to
control the reversal of the temporary difference
and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments are only recognised
to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are
expected to reverse in the foreseeable future.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised,
based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow
from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities. Deferred
tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority
and the Group intends to settle its current tax assets
and liabilities on a net basis.

Current tax and deferred tax are recognised in profit
or loss.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at cost
less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Properties in the course of construction for
production, supply or administrative purposes are
carried at cost, less any recognised impairment loss.
Such properties are classified to the appropriate
categories of property, plant and equipment when
completed and ready for intended use. Depreciation
of these assets, on the same basis as other property
assets, commences when the assets are ready for
their intended use.

Depreciation is recognised so as to write off the cost
of assets over their estimated useful lives using the
straight-line method. The estimated useful lives and
depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on the disposal or retirement of an item of property,
plant and equipment is determined as the difference
between the sales proceeds and the carrying amount
of the asset and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets

Internally-generated intangible assets — research
and development expenditure

Expenditure on research activities is recognised as
an expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development
phase of an internal project) is recognised if, and
only if, all of the following have been demonstrated:

e the technical feasibility of completing the
intangible asset so that it will be available for
use or sale;

e the intention to complete the intangible asset
and use or sell it;

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable
future economic benefits;

e the availability of adequate technical,
financial and other resources to complete the
development and to use or sell the intangible
asset; and

e the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally
generated intangible asset is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria
listed above. Where no internally-generated
intangible asset can be recognised, development
expenditure is recognised in profit or loss in the
period in which it is incurred.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets (Continued)

Internally-generated intangible assets — research
and development expenditure (Continued)

Subsequent to initial recognition, internally
generated intangible assets are reported at cost
less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as
intangible assets that are acquired separately.
Amortisation for intangible assets with finite useful
lives is recognised on a straight-line basis over their
estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

An intangible asset is derecognised on disposal, or
when no future economic benefits are expected
from use or disposal. Gains and losses arising from
derecognition of an intangible asset, measured as
the difference between the net disposal proceeds
and the carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.

Impairment on tangible and intangible assets

At the end of the reporting period, the Group
reviews the carrying amounts of its tangible and
intangible assets with finite useful lives to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication
exists, the recoverable amount of the relevant asset
is estimated in order to determine the extent of the
impairment loss (if any).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment on tangible and intangible assets
(Continued)

The recoverable amount of tangible and intangible
assets is estimated individually. When it is not
possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the
asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset
(or a cash-generating unit) for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to
its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount
does not exceed the carrying amount that would
have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit)
in prior periods. A reversal of an impairment loss is
recognised immediately in profit or loss.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash equivalents

For the purpose of the consolidated statement
of cash flows, cash equivalents represent short-
term highly liquid investments which are readily
convertible into known amounts of cash and which
are subject to an insignificant risk of changes in
value, net of bank overdrafts (if any).

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost, which comprises all
costs of purchase and, where applicable, cost of
conversion and other costs that have been incurred
in bringing the inventories to their present location
and condition, is calculated using the first in, first
out method. Net realisable value represents the
estimated selling price in the ordinary course of
business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories are
recognised as an expense in the period of the write-
down or loss occurs. The amount of any reversal
of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised
as an expense in the period in which the reversal
occurs.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are
measured in accordance with HKFRS 15. Transaction
costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate,
on initial recognition.

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest
income and interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
and payments (including all fees and points paid or
received that form an integral part of the effective
interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial
asset or financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial
recognition.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets

Classification and subsequent measurement of
financial assets

Financial assets that meet the following conditions
are subsequently measured at amortised cost:

e the financial asset is held within a business
model whose objective is to collect contractual
cash flows; and

e the contractual terms give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding.

Financial assets that meet the following conditions
are subsequently measured at fair value through
other comprehensive income:

e the financial asset is held within a business
model whose objective is achieved by both
collecting contractual cash flows and selling;
and

e the contractual terms give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding.

All other financial assets are subsequently measure
at fair value through profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate
to the gross carrying amount of a financial asset,
except for financial assets that have subsequently
become credit-impaired (see below). For financial
assets that have subsequently become credit-
impaired, interest income is recognised by applying
the effective interest rate to the amortised cost of
the financial asset from the next reporting period.
If the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no
longer credit-impaired, interest income is recognised
by applying the effective interest rate to the gross
carrying amount of the financial asset from the
beginning of the reporting period following the
determination that the asset is no longer credit-
impaired.

Impairment of financial assets

The Group recognises a loss allowance for expected
credit losses (“ECL") on financial assets which are
subject to impairment under HKFRS 9 (including
trade receivables, other receivables and bank
balances). The amount of ECL is updated at each
reporting date to reflect changes in credit risk since
initial recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of
the relevant instrument. In contrast, 12-month ECL
("12m ECL") represents the portion of lifetime ECL
that is expected to result from default events that are
possible within 12 months after the reporting date.
Assessment are done based on the Group’s historical
credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions
and an assessment of both the current conditions at
the reporting date as well as the forecast of future
conditions.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

The Group always recognises lifetime ECL for trade
receivables. The ECL on these assets are assessed
collectively using a provision matrix with appropriate
groupings (i.e. high risk, normal risk and low risk
type).

For all other instruments, the Group measures the
loss allowance equal to 12m ECL, unless when there
has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should
be recognised is based on significant increases in
the likelihood or risk of a default occurring since
initial recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on
the financial instrument as at the reporting
date with the risk of a default occurring on
the financial instrument as at the date of
initial recognition. In making this assessment,
the Group considers both quantitative and
qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available
without undue cost or effort.
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For the year ended 31 December 2019 EHZ=F

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk (Continued)
In particular, the following information is taken
into account when assessing whether credit risk
has increased significantly:

an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
assessment;

significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor’s ability to meet its
debt obligations;

an actual or expected significant
deterioration in the operating results of
the debtor;

an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the
credit risk has increased significantly since initial
recognition when contractual payments are
more than 30 days past due, unless the Group
has reasonable and supportable information
that demonstrates otherwise.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk (Continued)
Despite the aforegoing, the Group assumes that
the credit risk on a financial instrument has not
increased significantly since initial recognition if
the financial instrument is determined to have
low credit risk at the reporting date. A financial
instrument is determined to have low credit
risk if i) the financial instrument has a low
risk of default (i.e. no default history); ii) the
counterparty has a strong capacity to meet its
contractual cash flow obligations in the near
term; and iii) adverse changes in economic and
business conditions in the longer term may,
but will not necessarily, reduce the ability of
the borrower to fulfil its contractual cash flow
obligations.

The Group regularly monitors the effectiveness
of the criteria used to identify whether there
has been a significant increase in credit risk and
revises them as appropriate to ensure that the
criteria are capable of identifying significant
increase in credit risk before the amount
becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally indicates
that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking
into account any collaterals held by the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information
to demonstrate that a more lagging default
criterion is more appropriate.
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For the year ended 31 December 2019 EHZ=F

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

(iii) Credit-impaired financial assets
A financial asset is credit-impaired when one or
more events of default that have a detrimental
impact on the estimated future cash flows of
that financial asset have occurred. Evidence
that a financial asset is credit-impaired includes
observable data about the following events:

(a)

significant financial difficulty of the issuer
or the borrower;

a breach of contract, such as a default or
past due event;

the lender(s) of the borrower, for economic
or contractual reasons relating to the
borrower’s financial difficulty, having
granted to the borrower a concession(s)
that the lender(s) would not otherwise
consider; or

it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iv) Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty
is in severe financial difficulty and there is no
realistic prospect of recovery, for example,
when the counterparty has been placed under
liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables,
when the amounts are over two years past due,
whichever occurs sooner. Financial assets written
off may still be subject to enforcement activities
under the Group’s recovery procedures, taking
into account legal advice where appropriate.
A write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in
profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by forward-
looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount
that is determined with the respective risks of
default occurring as the weights.

Generally, the ECL is the difference between
all contractual cash flows that are due to the
Group in accordance with the contract and
the cash flows that the Group expects to
receive, discounted at the effective interest rate
determined at initial recognition.

FESTBERE)
EWMIAE)
CREEE)
SREERNREE)
(iv) MSHECR

EEERBRR Y TFRABRERM
N o B3R A A e 2 B
(Pl ZEFEBREHEABRE
BF - B ZERKFIAR MBS
ME(URPHLEERE)) KK
EEeMEeREE - CHMENS
BEENAIRIEARENKREEF
EigRtlsT AEEBRTE
BERER o MEEBRA EHER
S - EAERKERERED
FHER

AFERERBHEEER
AERMEEERDENBE
EABREEE (B £ R KM
BREE)NEQRRIKE - 2
MR B IR R R R EMRHER
B AR E R RN E L BIRE
oo HHIEEEEA A RRIA
THAEMABEORRESINERE
M e 5E BV SRR i R i B o

—RME  AHEEBEERRIE
BHRNAKRENMBAHRER
RS BRI W T AR 2R
ERMNEZR  YERVNEBERARE
EH BRI -

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited

157



158

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v) Measurement and recognition of ECL
(Continued)

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the risk
type (i.e. high risk, normal risk and low risk

type) by considering:
e  Past-due status; and

e Nature, size and industry of debtors; and

The grouping is regularly reviewed by
management to ensure the constituents of
each group continue to share similar credit risk
characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless
the financial asset is credit-impaired, in which
case interest income is calculated based on
amortised cost of the financial asset.

The Group recognises an impairment gain or
loss in profit or loss for all financial instruments
by adjusting their carrying amount, with the
exception of trade receivables and other
receivables where the corresponding adjustment
is recognised through a loss allowance account.

Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with
the substance of the contractual arrangements and
the definitions of a financial liability and an equity
instrument.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial liabilities and equity (Continued)
Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Company are recognised at the
proceeds received, net of direct issue costs.

Financial liabilities

All financial liabilities are subsequently measured at
amortised cost using the effective interest method.

Financial liabilities including trade payables, and
other payables and accrued charges are subsequently
measured at amortised cost, using the effective
interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or have expired. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and payable
is recognised in profit or loss.

Related parties

A related party is a person or entity that is related
to the Group.

(@) A person or a close member of that person’s
family is related to the Group if that person:

(i) has control or joint control over the Group;

(ii) has significant influence over the Group;
or

(iii) is a member of the key management
personnel of the Group or of the holding
company of the Group.
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies:

(i) the entity and the Group are members of
the same group (which means that each
holding company, subsidiary and fellow
subsidiary is related to the others).

(i) one entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member).

(iii) both entities are joint ventures of the same
third party.

(iv) one entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.

(v) the entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group. If the Group is itself such a plan,
the sponsoring employers are also related
to the Group.

(vi) the entity is controlled or jointly controlled
by a person identified in (a).

(vii) a person identified in (a)(i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a holding company of the
entity).

(viii) the entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
holding company of the Group.
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Related parties (Continued)

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings
with the entity and include:

(@) that person’s children and spouse or domestic
partner;

(b) children of that person’s spouse or domestic
partner; and

(c) dependants of that person or that person’s
spouse or domestic partner.

In the definition of a related party, an associate
includes subsidiaries of the associate and a joint
venture includes subsidiaries of the joint venture.

Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial
information provided regularly to Group's executive
directors for the purpose of allocating resources
to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individual material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of products
and services, the nature of production processes,
the type or class of customers, the methods used to
distribute the products or provide the services, and
the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Key sources of estimation and uncertainty

In the application of the Group's accounting policies,
the directors of the Company are required to make
judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates
and associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are
reviewed on an on-going basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current
and future periods.

The following are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the end of the reporting period, that
may have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Impairment assessment of trade receivables

The Group adopted HKFRS 9 and the management
of the Group estimates the amount of lifetime ECL of
trade receivables based on provision matrix through
grouping of various debtors that have similar loss
patterns, after considering internal credit assessment
of trade debtors and past due status of respective
trade receivables. Estimated loss rates are based on
historical observed default rates over the expected life
of the debtors and are adjusted for forward-looking
information. In addition, trade receivables that are
credit impaired are assessed for ECL individually. The
loss allowance amount of the credit impaired trade
receivables is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows with the consideration
of expected future losses.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Future changes in HKFRSs

At the date of authorisation of the consolidated
financial statements, the HKICPA has issued the
following new/revised HKFRSs that are not yet
effective for the current year, which the Group has
not early adopted.

Amendments to HKASs 1 Definition of Material’
and 8

Amendments to Interest Rate Benchmark Reform!
HKAS 39, HKFRSs 7 and 9

Amendments to HKFRS 3 Definition of a Business?

HKFRS 17 Insurance Contracts?
Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint
Venture?

L Effective for annual periods beginning on or after
1 January 2020

2 Effective for acquisitions that occur on or after the
beginning of the first annual period beginning on or
after 1 January 2020

2 Effective for annual periods beginning on or after
1 January 2021

4 The effective date to be determined

The management of the Group does not anticipate
that the adoption of these new/revised HKFRSs in
future periods will have any material impact on the
financial performance and financial position of the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MRk

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

3. REVENUE 3. W=
(a) Disaggregation of revenue from contracts (a) EF &KW aDE
with customers
2019 2018
—E-NEF —ZT—)\F
RMB’000 RMB’000

ARETT ARKTFT

Type of goods EmER
Sales of biological reagents: SHE EYRIE|
Male fertility in-vitro diagnostic ST AN
(“IVD") reagents ([E8sr2 i ) FAE 19,433 20,996
Parasite antibody detection reagents 27 4 £ 514808 57 3,499 4,549
Epstein-Barr Virus antibody detection  EBJ& 2 i8I 5 Al
reagents 1,221 1,166
Sales of auxiliary reproductive SHE BN A B B AN
supplies and equipment B 1,318 1,966
25,471 28,677
2019 2018
—E-NF —E-N\F
RMB’000 RMB’'000
ARMFT ARMFT
Type of customers T FEH
Distributors Va1l 12,444 14,570
Non-distributors FEDHE 13,027 14,107

25,471 28,677
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

3. REVENUE (Continued) 3. W&E(#E)
(b) EFEHNBHERE

(b) Performance obligations for contracts with

customers

The Group sells biological reagents and
auxiliary reproductive supplies and equipment
to distributors and non-distributors comprising
hospitals and medical institutions in the PRC.
Contracts with the Group’s customers are
mainly short term and fixed price contracts.
The revenue is recognised when control of the
goods has transferred, being when the goods
are i) delivered to the customers’ warehouse
on which the customers obtain control of the
goods or ii) collected by the customers directly
from the Group’s warehouse, as appropriate.
Following delivery, the customers have full
discretion over the manner of distribution
and price to sell the goods, have the primary
responsibility when selling the goods and bear
the risks of obsolescence and loss in relation
to the goods.

In general, the Group will request deposits from
the customers before the goods are delivered
and the amount of deposits requested varies
amongst different contracts. For certain long-
term customers, the Group will deliver the
goods without requesting deposits and allow
a credit period from 30 to 180 days to these
customers and there is no credit period granted
to other customers. The customers have neither
rights of return nor rights to defer or avoid
payment for the goods once they are accepted
by the customers upon delivery.

The transaction prices allocated to the remaining
unsatisfied performance obligations as at 31
December 2019 are approximately RMB292,000
(2018: RMB179,000) and the expected timing
of recognising revenue is within one year.
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Al e ETREBEFMmME '+ &%
EHR TN ERIEZEESHIBR T RZE
BEERNER BRTFZEERFP
302180 RMEEH » M MmH
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

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 accounting policies that
disclosed in Note 2 to the consolidated financial
statements. 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. Accordingly, only entity-wide
disclosures, geographic information and major
customers are presented.

Entity-wide disclosure
Revenue from major products

The following is an analysis of the Group's revenue
from its major products:

AEENKERDRBRNE 2D
B BERTE  AEREEEMH
BIRESBEERmMRE - LEED
BT ARIB IR AR & B TS $RAR Y FE 2 0 FR
VR RRE RN E R RS RELE
Bl o AR B N AHE M A AR A
E= (X BRLRRE) MENERE
ERTFZEMEA DRSS  BRA
SEERRGELMBIORIN  HEE
BREEMPBEER - Ait - 227
EEEROREEN  HBERME
EEP -

EEEBNREER
FREmMWE
AT RAEETBEMRKE 2D

2019 2018
—E—NF —T—)\F
RMB’000 RMB’'000
ABRET T ARMFT
Type of goods EmEsl
Sales of biological reagents: SHE EMRA -
Male fertility IVD reagents SHETE BN E B 19,433 20,996
Parasite antibody detection reagents 2 A& 8 R 51 iRl A 3,499 4,549
Epstein-Barr Virus antibody detection EBm S HAIH A
reagents 1,221 1,166
Sales of auxiliary reproductive supplies HEHB AR A mMEE
and equipment 1,318 1,966
25,471 28,677
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

SEGMENT INFORMATION (Continued) 4.
Geographical information

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 the
Group’s non-current assets (except for right-of-use
assets which is mainly located in Hong Kong) are
mainly located in the PRC by physical location of
assets.

Information about major customers

Details of the customers (including entities under
common control) individually accounting for 10%
or more of the Group's total revenue are as follows:

D EE R ()
R

PP B S A 0 5 AR S B
197 o B R R AR E R B 815
AEEZIERBAE(EELNEBR
ERAREERIN) EBCRTE - &L
CELTI s T

FRTEFEFHNER

BEOASEEAKRI0%HIALHE
ﬁ(@?ﬁX/\H* %”E%ﬁ)mﬁi‘ﬁﬁu—r .

2019 2018
EZ—NF —E-N\F
RMB'000 RMB'000

/\J\J*%/u AE%%E

Customer A BFEA 3,119 3,871
OTHER INCOME 5. HA

2019 2018

—NE  —E-N\F

RMB’000 RMB’000

AEBFT  AREFT

Bank interest income ERITH BUTA 174 84

Government grants IEdisEEE) 55 150

Sundry income IR 31 83

260 317
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE BRI EE

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

6. OTHER GAINS AND LOSSES

6. Hittlzm=KEE

2019 2018
—ET-NEF —E-N\F
RMB’000 RMB’000
ARBFT AREFT

Gain on disposal of property, plant and HBREEME  BER
equipment, net Bl 10 10
Foreign exchange gains (losses), net B IE 5 Wz (B518) 498 (172)
508 (162)
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

PROFIT BEFORE TAX

This is stated after charging:

7. BRBUATERA
e TH A HBR T 5B IR -

2019 2018
—ZE-hF —E-N\F
RMB’'000 RMB’000
AREFT AREFIT
Finance costs S 2%N
Finance charges on lease liabilities HEAENIBEER 72 =
Staff costs, including directors’ BIRAK -
remuneration BIEEEHFH
Directors’ emoluments (Note 8) EE50 (FES) 1,232 549
Other staff costs HAth 8 TR
Salaries, bonus and other benefits o A REAMER 7,687 5,185
Contributions to defined contribution
plans E NG B4R 1,241 820
10,160 6,554
Other items Hihg g
Auditor’s remuneration =% E 6 B & 619 1,200
Amortisation of intangible assets (included — #EfZ & = #§5
in cost of sales) (BIEHEKA) 370 351
Cost of inventories (Remarks) GFEKA(HiT) 7,580 7,097
Depreciation of property, plant and
equipment ME - BRERZEITE 1,609 1,340
Depreciation of right-of-use assets EREEERE 783 =
Other rental and related expenses EmAERE@EMY 28 412
Write-off of property, plant and equipment 413 - B&E M & iz i 3 =

Remarks:

fet

During the year ended 31 December 2019, cost of
inventories included approximately RMB3,353,000 (2078
approximately RMB2,843,000), relating to the aggregate
amount of certain staff costs, amortisation, depreciation
and other rental and related expenses, which were
included in the respective amounts as disclosed above.

HE—Z—h&E+=-A=+—HILEE -
GERABEEBE TE IR « #iH
MeErREMHAERERARYIMNBTEHNAR
#£ 3,353,000 c( ZFE—/1F: HYAREK
2,843,000T) @ BRIEE EXHERIER
T8 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MRk

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERFIETHRAEFMUKRER

170

EMOLUMENTS AND FIVE HIGHEST PAID

EMPLOYEES

(a) Directors’ and chief executive’s emoluments

B 1= ¥ & & %7

(a) EBERETETHAEHM

Date of appointment
as the director

Name Position of the Company
BEZERARR
e Bz EE7AH

Mr. Zhang Shuguang

REHTHE
Mr. Zhang Chunguang

Executive director and chairman
of the Board of Directors

HOIESREELLE
Executive director and chief executive officer
(Chief Executive)

3 August 2017

—T—t+F\A=H
3 August 2017

RENEE WIIESHRERNTR (TTHAEE) —T—+F/\R=H
Mr. Poon Lai Yin Michael Executive director and chief financial officer 3 August 2017
ERELE WIESHRERUBR —T—+F\A=H

Mr. He Jiaming Executive director and business development 14 January 2020
director
A% E HTEERFBERRES —T-TF-R+WEA
Mr. Chan Kin Sang Independent non-executive director 26 November 2018
BRfE A £ & BUFRITESR - \Ft+—AZtRE

Dr. Yeung David Wai Chow
BEREL

Mr. Kwok Chi Shing
FEKEE
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Independent non-executive director
BAFRITESR
Independent non-executive director

BIUJFMTES

26 November 2018
ZE-N\FT—AZ+<H
26 November 2018
“E-\Ft—H=1RKH



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE B RAR M EE

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8.

EMOLUMENTS AND FIVE HIGHEST PAID

EMPLOYEES (Continued)

(a) Directors’ and chief executive’s emoluments

(Continued)

Directors’ and chief executive’'s remuneration for
the year, disclosed pursuant to the applicable
Listing Rules and the Hong Kong Companies

Ordinance, is as follows:

Year ended 31 December 2019

EERFETHRAEHFMURER
REEEFHM(E)

(a) EBERTETBRAEHME)

BIEER E R A REE D RS
WENFAEEREEEITHRAS
T

BE-ZE—NEF+=-A=+—HL
Ef

Contributions

Salaries to defined
Directors' and other  Discretionary  contribution
fees benefits bonuses plans Total
Hek ERHER
ek A fbfah [N FE 5 #t
RMB’000 RMB’000 RMB'000 RMB’000 RMB‘000
AREFT AREFTT ARETT ARETT AREFT
Executive directors HiTES
Mr. Zhang Shuguang REERFHE - 214 73 31 318
Mr. Zhang Chunguang RERKE - 27 86 36 349
Mr. Poon Lai Yin Michael ERELE - 265 2 14 301
- 706 181 81 968
Independent
non-executive directors BUINTES
Mr. Chan Kin Sang REEEE 88 - - - 88
Dr. Yeung David Wai Chow BRENBE 88 - - - 88
Mr. Kwok Chi Shing BEREE 88 - - - 88
264 - - - 264
264 706 181 81 1,232
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERIETHAEFMURESR

EMOLUMENTS AND FIVE HIGHEST PAID BReFEEHMNE)
EMPLOYEES (Continued)
(a) Directors’ and chief executive’s emoluments (a) EERTETHRAEHTFM(Z)
(Continued)
Year ended 31 December 2018 2 - N\F+_A=+—81
FE
Contributions
Salaries to defined
Directors’ and other  Discretionary  contribution
fees benefits bonuses plans Total
Er TR
vk EtfaF iz B[ @it

RMB'000  RMB'OO0  RMB'O00  RMB'000  RMB'000
ARETE  ARBFT ARETT ARKFT ARETZ

Executive directors HTEF
Mr. Zhang Shuguang REERFE - 193 21 26 240
Mr. Zhang Chunguang RERFE - 234 18 32 284
Mr. Poon Lai Yin Michael BBELE - 13 - - 13
- 440 39 58 537
Independent non-executive directors BV IFHITES
Mr. Chan Kin Sang REEEE 4 - - - 4
Dr. Yeung David Wai Chow BRENBE 4 - - - 4
Mr. Kwok Chi Shing BEREE 4 - - - 4
1 - - - 12
12 440 39 58 549
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

8. DIRECTORS’ AND CHIEF EXECUTIVE’'S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

(a) Directors’ and chief executive’s emoluments
(Continued)

Mr. Zhang Chunguang’s emoluments disclosed
above included those for services rendered by
him as chief executive officer during the years
ended 31 December 2019 and 2018.

The executive directors’ emoluments shown
above were for their services in connection with
the management of the affairs of the Company
and the Group. The independent non-executive
directors’ emoluments shown above were for
their services as directors of the Company.

Discretionary bonuses are determined based
on the results of the Group during both years.

During the years ended 31 December 2019
and 2018, no emoluments were paid by the
Group to the directors of the Company as an
inducement to join or upon joining the Group
or as compensation for loss of office. There was
no arrangement under which a director or the
chief executive waived or agreed to waive any
remuneration during both years.

EERFTETHAEFMURAR
REHEEHME)

(a) EBZRERITHABEHM(E)

tiﬁﬁm%%%%iz B
ERBEE-ZE-NAEFE-_FT-N\F
+fﬂ_+ B IEFREEITRAE
BFTIR RIS AT

BT EEHHAEERARA]
EASEEEERTTEAREAR
BMER - LlBYIFRITES
FNRBESEHIEETANRRESMR
HEREMER -

RZMEFEE  BBSEANRE
REBEXEETE -

(2= = jli&_ = /\$+:
A=1t—HIFE  XEEHRE
SHFMTESERINARSEE K
RIMAREE & 25 SR B
& -RzxmEFEMEESHE
ZITHA B MEXF B HETAH
V22 Bk
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. ZEERFTETHAEFTMURER
EMOLUMENTS AND FIVE HIGHEST PAID BReFEEHMNE)
EMPLOYEES (Continued)
(b) Five highest paid employees (b) EEERSHES
The five highest paid employees of the Group BE_ZT-AF+A=+—HL
for the year ended 31 December 2019 included FE AEBRAEZRFEER
three directors (2018: two) directors, details R=REB2(—F—/\F -WMEE
of whose remuneration are set out above. E) BEZFMFBERERNLE
Details of the remuneration of the remaining X o FpmB(=ZFE—NF: =5)
two (2018: three) highest paid employees who AR RBIEZNIFEBITHRAER
are neither a director of the Company nor chief W= EE ZFHMFBOT :
executive of the Group are as follows:
2019 2018
—T-NF —E-)N\F
RMB’000 RMB'000
NS ARMFIT
Salaries and other benefits e REMmEF 1,061 792
Discretionary bonus BIETEAL 156 42
Contributions to defined
contribution plans TE RE AL RRET B K 32 72
1,249 906
The number of these non-director individuals HEHMNA T T3S BEE % EIE
whose emoluments fell within the following EEATHBMOT
emoluments band is as follows:
Number of individuals
AEL
2019 2018
—E2—NF —E-N\F
Nil to HK$1,000,000 £ 21,000,000/ 7T 2 3

During the years ended 31 December 2019
and 2018, no remuneration was paid by the
Group to any of these highest paid non-director
individuals as an inducement to join or upon
joining the Group, or as a compensation for
loss of office. There was no arrangement under
which any of these highest paid non-director
individuals waived or has agreed to waive
any emoluments during the years ended 31
December 2019 and 2018.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

INCOME TAX EXPENSE

9. FfEHiRX

2019 2018
—T—NF —F-)\F
RMB’000 RMB’000
ARTFT AR®TT
Current tax BN %E
PRC Enterprise Income Tax — current year ~ FBI{(PEFEH — KNFE 942 1,701

The Company and the subsidiaries incorporated in
the “BVI" are tax-exempted. Entity established in
the PRC is subject to PRC Enterprise Income Tax
at a statutory rate of 25%. Since the Group’s PRC
subsidiary, Shenzhen Huakang is recognised as “New
and High Technology Enterprise” and therefore is
entitled to a concessional 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.

Hong Kong Profits Tax has not been provided as the
Group had no assessable profit arising from Hong
Kong for the year ended 31 December 2019. For the
year ended 31 December 2018, the Group's profits
neither arose in, nor derived from, Hong Kong and
therefore were not subject to Hong Kong Profits Tax.

PR B R Z B S ML AR A B R
BARIHEH - RPBIKZI2ERA
1% R B 1b P13 10K JE 15 X 25% B AR
HIE - HRAEBRF BB R AR
NERET R SFEMEZE] it
AZH15%MNEET X - ZIAMBE
BEREBES=FEMRBTREANRKERE
B o rERSOELREERSEHL
ZERAEZE-N\F+AH  BHHAE
HE_ZT-_TF+-_A=+—HLt=
E o

HMAAREBREE -_T—NE+-_A=
TR FEVEERBELRRT G
B o MAWERBBFNGHIELBEE -
HE_ZT-—N\F+-_A=+—8HLHF
B AEEMNEMNTHEFREREELR
55 AUEZEMEBFER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE BRI EE

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

9. INCOME TAX EXPENSE (Continued)

9. FfEHB<(#)

Reconciliation of income tax expense FriS BB X ¥ AR
2019 2018
—E-NF —ET-N\F
RMB’000 RMB’000
ARFT ARBTFT
Profit before tax B 75 B 4 A 658 1,242
Income tax at applicable tax rate of 25%  ZEAR KR25%:1E K
(2018: 25%) BB ZF—/4F -
25%) 165 311
Tax effect of expenses not deductible for  “NAIHIFHFI Sz TR
tax purpose B 1,608 2,709
Additional tax deduction on research and #5852 M b H00s
development expenses (228) (205)
Effect of tax concession granted EEHIBEENFE (662) (1,116)
Others EAh 59 2
Income tax expense for the year FRAEHRAS 942 1,701
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

INCOME TAX EXPENSE (Continued)
Unrecognised deferred tax

Under the relevant tax law and implementation
regulations in the PRC, withholding income tax
is applicable to dividend earned and payable to
investors that are “non-tax resident enterprises” in
respect of profits earned by PRC subsidiary since 1
January 2008, which do not have an establishment
or place of business in the PRC, or which have
such establishment or place of business but the
relevant income is not effectively connected with
the establishment or place of business, to the extent
such interest or dividends have their sources within
the PRC. Under such circumstances, dividends paid
by the PRC subsidiary to offshore group entities shall
be subject to the withholding tax at 10% or a lower
treaty rate. The Group is subject to withholding
tax in relation to the dividend paid by the PRC
subsidiary. As the Company has decided not to
declare any dividends from undistributed earnings
of the PRC subsidiary amounting to approximately
RMB42,216,000 (2018: RMB39,237,000) as at 31
December 2019 to the immediate holding company
of the PRC subsidiary in the foreseeable future, no
deferred tax liability has been recognised in respect
of these undistributed earnings during the years
ended 31 December 2019 and 2018.

No provision for deferred taxation has been made in
the consolidated financial statements as there were
no significant temporary differences arising during
the years ended 31 December 2019 and 2018 or
at the end of each reporting period.

FriEBiR < (&)
KRR FEBIR

R IE T B AR B R B IRA - B F
BEHBEERERAPREER  BZFTZTN
F—A—BERPENE AR FTE ST
FTBRER I FE S 5 FIIER UM E R 1> 3
(A FE7E R B K 37 Bk 72 A B0 I 4 2 3D
Bh o EFRBIRI SRR E L XA
FERFUR A ER A BE A 37 Bk i FE i B B TR
BE)REENRE - ARMENAE
e EEEBAT  FENBAFM
BINEEEE TR BERI0 %k
EEMAOBEHREENBEING - AEE
B L BT BB A B S A A9 IR B A AN TE 40
HoRZTE—NF+_A=+—8 "
HRARGRERABRARKETE IR
PRI B A RIRDELRFEMRELIA
R#®42,216,000/t( = F—NF : AR
#39,237,0007T) THEIMB AR ME
BEERAGE AEEBEE_ZT—NLFR
T \F+-_A=+—HILFE
WABZEARADERAFERELHBE

& o

HREE-ZT—NEFErR=ZE—\F+=
A=+ —BLEFEXESRERRLES
AREREEZE  ARGEUEHRERT
|ETHRRIER A -
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For the year ended 31 December 2019 EHZ=F

10.

11.

LOSS PER SHARE

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

—NEFE+ZA=+—RAILFE

10.

BREE
ARRHEBARIEERERNERNE
TYERA T &R

2019 2018
—NE  ZE-NEF
RMB’'000 RMB’000
AREFT AREFIT
Loss: i
Loss attributable to the owners of the &FrEFMREREIEFTH
Company for the purpose of basic loss NAEHER AL
per share E5 18 (284) (459)
2019 2018
—T—hE —N\F
Number of shares: BHEE :
Weighted average number of ordinary sTEEREANEIE
shares of the Company in issue for the FrRAARRB T
purpose of basic loss per share LA IR T2 400,000,000 305,205,000
No diluted loss per share for the years ended 31 HREBE_ZE-NFR-_T-N\F+=Z

December 2019 and 2018 was presented as there
were no potential ordinary shares in issue during the
years ended 31 December 2019 and 2018.

DIVIDENDS

No dividend was paid or declared by the Group
during the years ended 31 December 2019 and
2018, nor has any dividend been proposed since
the end of each reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

12. PROPERTY, PLANT AND EQUIPMENT 12. V¥ - BERRE

Leasehold Plant and Office Motor  Construction
improvements  machinery  equipment vehicles  in-progress Total
BEMERE HRRER  BARE g ERIR et
RMB000 RMB000 RMB000 RMB'000 RMB'000 RMB’000
ANEETE AERETT ARETT ARETT ARETT AEETR
CosT A
At 1 January 2018 RZE-\§-A—-H 2,655 6,595 173 1,154 902 12,079
Additions ME 30 607 469 - 27 1,333
Transfer from construction-in-progress B2 THEA 826 - = - (826) =
Disposals BE - = = (153) - (153)
At 31 December 2018 and RZZ-N\F+ZH
1 January 2019 =T-HRZE-h
F—H—H 3,511 7,202 1,242 1,001 303 13,259
Additions ME 433 1,189 7 138 = 1,767
Transfer from construction-in-progress B2 THEA 158 19 74 - (251) -
Disposalsiwritten-off RE/ Vi - - - (141) (3) (144)
At 31 December 2019 RZB-NE+-A
=+-A 4102 8,410 1,323 998 49 14,882
ACCUMULDATED DEPERCIATION FiE
At 1 January 2018 RZE-\$-A—-H 430 1,185 248 642 - 2,505
Provided for the year rEEEE 326 802 107 105 - 1,340
Eliminated on disposals RERESH = = = (153) = (153)
At 31 December 2018 and RZE-\E+ZA
1 January 2019 =t-ARZE-N
F—A—H 756 1,987 355 594 - 3,692
Provided for the year REEER 560 855 138 56 - 1,609
Eliminated on disposals/written-off RRE /iR - - - (141) - (141)
At 31 December 2019 RZF-NETZA
=t+-H 1316 2842 493 509 - 5,160
CARRYING VALUES REE
At 31 December 2019 R-2-7F12A
Er=F 2,186 5,568 830 439 49 9,722
At 31 December 2018 RZE-\E+ZA
=t+-A 2,755 5215 887 407 303 9,567
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

12. PROPERTY, PLANT AND EQUIPMENT (Continued) 12. ¥J% - BMERRE(£E)

The above items of property, plant and equipment FaE - MEERRBEE IR T3
are depreciated on a straight-line basis over the HAIRA B AEITE -

following periods:

Leasehold improvements 5 years to 10 years or GEN=LE 31 AFE+FRREE
over the lease period HAA
Plant and machinery 5 years to 10 years B K ek hE+HE
Office equipment 5 years to 10 years PENEE hAE+5F
Motor vehicles 5 years RE A
13. LEASES 13. €&
At 31 December
2019
R_F—NF
+=—RA=+—H
RMB’'000
AREFIT
Right-of-use assets (Note (a)) CREEE (Hit@a) 1,351
Lease liabilities (Note (b)) HEBE (MiEb)
Current BNEA 1,181
Non-current FERNER 431
1,612
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE B RAR M EE

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

13. LEASES (Continued)

13. HE(#)

(a) Right-of-use assets (a) EHEEE
Factories
and
Motor office
vehicles premises Total
IR
RE WAEYE MEt
RMB’000 RMB'000 RMB 000
REFr ARETT R&Fr
Reconciliation of carrying amount FRME{E ¥ k-
- year ended 31 December BE-E-—1#F
2019 tTZA=t-BLEFE
At 1 January 2019 - upon adoption R-E—H&E—H—H—
of HKFRS 16 B E B B S 2
£16%1& - 1,592 1,592
Additions NE 542 - 542
Depreciation e - (783) (783)
542 809 1,351
At 31 December 2019 RZZ-NF+=R
=f+—H
Cost B 542 1,592 2,134
Accumulated depreciation ZEHE - (783) (783)
542 809 1,351

The total cash outflow for leases (including
other rental and related expenses) for the year
ended 31 December 2019 were approximately
RMB622,000.

Certain lease impose a restriction that, unless
the approval is obtained from the lessor, the
right-of use asset can only be used by the Group
and the Group is prohibited from selling or
pledging the underlying assets.

BE_ZT-NFt+-A=1+—HL
FE HENRESRLAR(BRHE
HEHEMEERN /AR
622,0007T °

ETHEER —BARS  BRIFE
BHEAME  TRIEREEE
EROBEANEEER Y AR
SEEEFHHITRFEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE BRI EE

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

13. LEASES (Continued)
(b) Commitments and present value of lease
liabilities

At 31 December 2019

13. HE(#)

(b) HESENEERERE

RZZB-hF+=ZA=+—H

Present value

Lease of lease
payments payments
HEMNZ HENROEE
RMB’000 RMB’000
ARETFT ARETFT

Amounts payable: FERIFRIA -
Within 1 year —FR 1,223 1,181
More than 1 year but within 2 years  B#@—FEDRRE 121 106
More than 2 years but within 5 years  B@MFEDREF 341 325
1,685 1,612
Less: future finance charges B R BER (73) -
1,612 1,612
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

14. INTANGIBLE ASSETS 14. B EE
Development costs
BRKA
RMB’000
AR%FiT
cosT R
At 1 January 2018 RZZE—NE—H—H 2,875
Additions NE 1,080
At 31 December 2018 and 1 January 2019 R—Z—N\F+_A=+—HK
—E-N&F—H—H 3,955
Additions NE 366
At 31 December 2019 R-E-NFE+-_A=+—H 4,321
ACCUMULATED AMORTISATION EHE
At 1 January 2018 RZZE—-—NF—H—H 686
Provided for the year REEHAE 351
At 31 December 2018 and 1 January 2019 R=_ZE—\F+-_A=+—HK
—T—-NF—H—H 1,037
Provided for the year NEERAE 370
At 31 December 2019 R-FE-NF+-A=+—H 1,407
CARRYING VALUES fREE
At 31 December 2019 R=ZB—-hE+=A=+—H 2,914
At 31 December 2018 R-_E-N\E+-A=+—H 2,918
Development costs are internally generated and have BEKATIRALEE - BEERITHA
finite useful lives and amortised on a straight-line FR - WHRSFAREFRE -

basis over 5 years.
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For the year ended 31 December 2019 HZE—%

—NEF=A=T—BLEE

15. INVENTORIES 15. 78

2019 2018
—ZE—NF —E-)N\F
RMB’'000 RMB'000
AT ARMFT
Raw materials R 1,944 1,557
Finished goods RURK i 759 727
2,703 2,284

16. TRADE RECEIVABLES 16. EZ BWFIE
2019 2018
—T—NEF —ZF—N\F
RMB’000 RMB'000
AEBFT AR#FT
Trade receivables 2 5 EW A 12,653 13,532
Less: allowance for credit losses W EEEERE (2,574) (2,824)
10,079 10,708

In general, the Group will request deposits from
the customers before the goods are delivered and
the amount of deposits requested varies amongst
different contracts. For certain long-term customers,
the Group will deliver the goods without requesting
deposits and allow a credit period from 30 to 180
days to these customers and there is no credit period
granted to other customers. The following is an
aged analysis of trade receivables (net of allowances
for credit losses) presented based on the dates of

delivery of goods.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

16. TRADE RECEIVABLES (Continued) 16. EZERFRIE (&
2019 2018
=—h4F —E-)N\F
RMB’000 RMB'000
RMEF ARETT
0 - 30 days 0E30K 2,488 2,584
31 - 90 days 31E90K 2,811 3,103
91 - 180 days 912 180K 2,698 2,497
Over 181 days HBiE181K 2,082 2,524
10,079 10,708

As at 31 December 2019, included in the Group’s
trade receivables balance are debtors with aggregate
carrying amount of approximately RMB8,831,000
(2018: RMBS8,871,000) which are past due as at
the reporting date. Out of the past due balances,
approximately RMB3,593,000 (2078: RMB3,663,000)
has been past due 90 days or more and is not
considered as in default by considering the historical
payment arrangement of these trade receivables.
The Group does not hold any collateral over these
balances.

Details of impairment assessment of trade receivables
are set out in Note 28 to the consolidated financial
statements.

EREYE

—FE-NF+=-—A=+—8 ' &%
lm%%réu& RIB#ESHAREBEN S
AR#8,831,000c(=F—/F : AR
#8,871,0007T ) ) FEWFRIE - ZE K
HERHEBBREE - ZZaHEH
o A AR¥3,593,000( = F—/1
F: AR#36630007T)C ®E0K
HHBBIOK B Rz EE FH KK
EMBENRKEH - THERBER -
REBWESZE LR H T ERT

o °

EBE S ERFIEBETEFIBH L
B FRRMIFE28 -
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17. OTHER RECEIVABLES, DEPOSITS AND

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MRk

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

17. EeEWRIE » BERAMNRE

PREPAYMENTS
2019 2018
—E-hEF  —B-N\F
RMB’'000 RMB’000
ARETFT ARETFT
Other receivables HoAth fE IR 333 534
Less: allowance for credit losses B EEEEEE (7) (46)
326 488
Advance payment to suppliers TR ER RN 856 1,177
Other prepaid expenses HEMEEMAX 261 -
Prepayment of rental expense (Note) HER B FIB (M) - 169
Refundable deposits paid to a supplier AR EEER RS 294 =
Rental and other deposits e kHMIZS 156 144
1,893 1,978

Details of impairment assessment of other receivables
are set out in Note 28 to the consolidated financial
statements.

Note:

At 31 December 2018, the amount included the
prepayment of rental expense to /&3 T & & A ¥l A R
‘A @] (Shenzhen Junxuan Biological Technology Co., Ltd.*)
("Shenzhen Junxuan”), a related company controlled
by Mr. Zhang Shuguang, an executive director of the
Company amounting to approximately RMB127,000.

*  English translation is for identification purpose only.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

18. BANK BALANCES AND CASH

Bank balances are carrying interest at prevailing
market rate at the end of each reporting period and
the bank balances and cash that are not denominated
in the functional currency of the relevant group
entities are as follows:

18. SRITEBR RIS

SRATR B & RS R BT T
58RI B MR ) B A T
B2 RTEBERLIT

2019 2018
—T—NF —E-N\F
RMB’'000 RMB'000

Hong Kong Dollars (“HK$")
United State Dollars (“US$")

B ([#Bx])
=7 ([%Ex])

15,205 34,447
7,483 11

As at 31 December 2019, bank balances
that were placed with banks in the PRC
amounted to approximately RMB26,047,000
(2018: RMB20,339,000). Remittance of funds out of
the PRC is subject to the exchange controls imposed
by the PRC government.

The Group performed impairment assessment on
bank balances and concluded that the probability of
defaults of the counterparty banks are insignificant
and accordingly, no allowance for credit losses is
provided for the years ended 31 December 2019
and 2018.

2T —-—hhF+=ZAR=+—
H: FHRAPEMIRITZRIT
“HHY A AR 26047000 T
(ZZF—/1F : AR#20,339,0007T) °
B¢ B H P BRAT R P BB IMNE
ZHIIREBR S ©

ANE B IRITAERETTRIER G LR R
HFTRITED R REEMFEN -
At - BE-_ZF-NAFR-_F-N\F
TZA=1t—BLFE  BEFER
wIEEERE -
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

19. TRADE PAYABLES

In general, the Group will make advance payment to
suppliers before the materials are received. Some of
the suppliers may deliver the materials to the Group
without requesting advance payment and a credit

19. EZ BARE

BE - AKBEEEIUSM R R R HE
BB FRIE - B HERE A EEF R
MHHBERTEMHIN T AEE
ZEHEBER LN FI0OREIOKRZ

period ranged from 30 to 90 days is granted by EEH  EREZAHNEBESEMNK
these suppliers. The following is an aging analysis of HWBRERSITAT -

trade payables presented based on the invoice date:

2019 2018

—ZE-NF —E-N\F

RMB’000 RMB’000

AREFT ARBTT

0 — 30 days 0&30K 435 320
31 - 90 days 31Z90% 58 81
Over 90 days HEHEI0R 537 526
1,030 927
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

20. OTHER PAYABLES AND ACCRUED CHARGES 20. HEftE(IFRBER EFTE A

21.

2019 2018
—T-hE  —E-N\EF
RMB’000 RMB’'000
ARMFT AR#TFT
Accrued listing expenses fEEt FmAY - 4,656
Other accrual and payables EMhpERT & A KB RIR 990 1,586
Other taxes payable H At RS FLIR 13 41
Payables for purchase of property, plant WHEYIZE -~ B k&
and equipment P RIR 1,140 1,140
Provision for retirement benefit schemes RINERAGTEIRE - 353
Salaries payables XD e 1,654 1,358
3,797 9,134
Other payables and accrued charges that are not VI EREEEREEBHE A
denominated in the functional currency of the o RIE R EERIT ¢
relevant group entities are as follows:
2019 2018
—ET-hE  —E-N\F
RMB’000 RMB’000
AREFIT ARBTFT
HK$ BTT 1,007 4,196
CONTRACT LIABILITIES 21. BHEE
2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARBFT AREFT
Contract liabilities regarding sales of SHE EMZ ETHEE R
biological reagents and auxiliary W EEARMREZ
reproductive supplies and equipment SHEE 292 179

HELYEEEBERAT Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2019 EHZ=F

21.

22,

CONTRACT LIABILITIES (Continued)

When the Group receives a deposit before delivery
of goods, this will give rise to contract liabilities at
the start of a contract, until the revenue recognised
when the goods are i) delivered to the customers’
warehouse on which the customers obtain control of
the goods or ii) collected by the customers directly
from the Group’s warehouse, as appropriate. The
amount of deposits requested varies amongst
different contracts.

The contract liabilities amounting to approximately
RMB179,000 and RMB194,000 as at 1 January 2019
and 2018 were recognised as revenue in profit or
loss for years ended 31 December 2019 and 2018,
respectively. In the opinion of the directors of the
Company, the contract liabilities as at 31 December
2019 and 2018 are expected to be recognised
within 12 months and therefore classified as current
liabilities.

DEFERRED
GRANTS

INCOME - GOVERNMENT

The Group received grants from the PRC government
authorities for funding of acquisitions of plant and
equipment for conducting research and development
of the biological reagents which benefits the society
as a whole. The relevant deferred income would
be amortised ranged from 5 to 10 years which
represented the useful lives of the relevant assets.

—NEFE+ZA=+—RAILFE

22, ;

BHNEEE)

WAEBRRNEMATKEIZS - A
EREHNRRREESHNAR &
E)EERRNERFESERITHIE
MEEXINEFEZBAEEE ERI
Em(MER)E - HAERKE © FT
BRZSBBEATREOMEFTER °

piil

RZEBE—NFER_F—N\F—H—HH
BHABD AL B ARE179,0007T &
AR®194,0007T * WD RIR_F—hn
FER_E-N\F+-_A=+—HILFE
RIBEFERAEKZS - RRAAEER
B RZIE-NERER_ZT-—NF+=

A=t HWAHNAaERHER12(E
ARRER - At BERRBEE -

IEAEFTS B — BUF B

REE B BB HE KR 4B 0 A
REWERE &S EREETENR
B BRTEESEBERENE -6
FREEWABRSEI10F(BNEBEE
BRI E S HR) M8y -

2019 2018
—E-NF —N\F
RMB’'000 RMB’000
ABRET T ARMTFT

Analysed for reporting purposes as: HIREERDTAT
Non-current liabilities FRBEE 385 430
Current liabilities mENBE 45 45
430 475
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

23. RETIREMENT BENEFIT SCHEMES

The employees of Shenzhen Huakang are members
of a state-managed retirement benefit scheme
operated by the PRC government. The Group is
required to contribute certain percentage of payroll
costs to the retirement benefit scheme to fund the
benefits. The only obligation of the Group with
respect to the retirement benefit scheme is to make
the specified contributions.

The Group also participate the Mandatory Provident
Fund Scheme (the “MPF Scheme”) under the rules
and regulations of the Mandatory Provident Fund
Schemes Authority in Hong Kong. The Group’s
eligible employees are required to join the MPF
Scheme. The Group has followed the minimum
statutory contribution requirement of 5% of eligible
employees’ relevant aggregated income with a cap
of HK$1,500 per employee per month.

The total expense recognised in profit or loss of
approximately RMB1,322,000 (2078: RMB878,000)
for the year ended 31 December 2019, represents
contributions payable to these plans by the Group
at rates specified in the rules of the plans.

As at 31 December 2019, no contributions which
had not been paid over to the plans amounted to
Nil (2018: approximately RMB353,000).

3. RIRBERIFTE

RYIEREESTEBNZ2ECEKE
BRAENGEIKE - NEBARH
EAET B D RR KR R E S
R REANREHRES - AREFUEK
BAIRT 8 ME— R HERIEE N ©

AEBENMRERGEAESFTEEE
BZ GBI RBOIREBL2EABES T
E([RESTE]) - AEEFARER
WEB A2 HZTE - AEBE D KIE
REEEHFER(NEEREEETH
RUIANS% @ EEREESATHE
1,500/ 7T )1E ©

BE-_T-NE+-_A=+—HItHF
B RERERAIRBHARK
1,322,000 (= E—NF: AR
878,0007T) + B B fEIR T 811 R
T8 L BRI ERT BT 2 7K -

R-ZE—-hE+-_A=+—0 %%
FERPTEERERBNA(=ZFE—N
F A RH3530005T) o
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

24. SHARE CAPITAL 24, B
Number Equivalent to
of share HK$ RMB’000
HER
ErEd= BT ARETT
Authorised: ETE
At 1 January 2018 R=—ZE—/\F—H—H 38,000,000 380,000 316
RZZE—NF+—H
Increased on 26 November 2018 —+7<HEM
(Note (a)) (Ktet(a)) 962,000,000 9,620,000 8,535
RZZ—N\F
+ZA=+—HBkK
At 31 December 2018 and —ZE-NF
31 December 2019 +Z—A=+—H 1,000,000,000 10,000,000 8,851
Issued and fully paid ordinary BiR0.01BIT BT
shares at HK$0.01 per share: N R E sk
At 1 January 2018 RZZE—-\F—H—H 12,500 125 -
Issue of shares pursuant to the RIEE AR BETETY
Capitalisation Issue (Note (b)) 9 (Btat b)) 299,987,500 2,999,875 2,632
Issue of shares under the Share RIRIR 0 & TR D
Offer (Note (c)) (BHfat(c)) 100,000,000 1,000,000 877
RZZT—N\F
+ZA=+—HBkK
At 31 December 2018 and —E-hnEF
31 December 2019 +=—A=+—H 400,000,000 4,000,000 3,509

Notes: Htet -

(@) On 26 November 2018, the authorised share capital @ R=ZF-—NFE+-A=-1RH &
of the Company was increased from HK$380,000 R BATE PR AN #1380,0008 (9 &
divided into 38,000,000 shares of HK$0.01 each to 38,000,000 iR & A& E fH0.01 8 T .2
HK$10,000,000 divided into 1,000,000,000 shares Betn ) & 37 SR £ P B 05 T ER3R B R D
of HK$0.01 each by the creation of an additional Z AR F#5#9962,000,000 % & A%
962,000,000 new shares of HK$0.01 each ranking M {H0.0178 7T 2 ¥ B 47 1 i 28 0 =
pari passu with the existing shares in all respects. 10,000,0007% 7t.( % /4 1,000,000,000

BREREE.OVETY G o

(b) On 13 December 2018, the Company capitalised the ) R=F-—NE+_A+=H8 &R
amount of HK$2,999,875 standing to the credit of AR RBRDEE & E’]EEHEE\%E
the share premium account of the Company and 2,999,8758B TEAL - WER Lille
applied the amount towards paying up in full at par %?Ez@@%liﬁzﬁ 7&%@5%&%
299,987,500 shares for allotment and issue to the 1T#9299,987,500 A% i% 10 ([ & A< 4L 3
shareholders of the Company (the “Capitalisation 1Tl
Issue”).

() On 13 December 2018, the Company issued (@ R=F—-—N\F+-_A+=H AQF
100,000,000 shares of HK$0.01 each at HK$0.5 ﬁéﬁtﬂxﬁﬁéﬁ(rﬂﬁﬁﬁ’%n%ﬁdé?ﬁ
per share upon the completion of its share offer (the & h%0.5% 7L %17 100,000,000 i% & i%
“Share Offer”). On the same date, the Company’s EH0.0VBTM M - RA - ARF]
shares were listed on GEM of the Stock Exchange. A% PR A2 PR GEM E T ©
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For the year ended 31 December 2019 EHZ=F

25. OPERATING LEASE COMMITMENTS

The Group as lessee

At the end of the reporting period, the Group had
commitments for future lease payments under non-
cancellable leases which fall due as follows:

—NFE+ZA=+—RAILFE

5. KeEHERIE
AEBEREBEA

AFREEIR - AEBN AT B EE|HA
ZTTﬁ@ﬁ S8 N 2 R KA E 70
EOT

2019 2018
E—NF —E-N\F
RMB’000 RMB’000
/\fI,* T/_ /&Eﬁg%i

Within one year —&FR
MEERF

Within two to five years

- 574
- 463

- 1,037

The lease commitments as at 31 December 2018
represent rental commitments by the Group for its
factories and office premises. Leases and rentals
were negotiated and fixed for a term of three
months to two years.

At 31 December 2019, the total future lease
payments for the non-cancellable leases after initial
application of HKFRS 16 at 1 January 2019 is set out
in Note 13 to the consolidated financial statements
and disclosed as above (for commitments on short-
term leases). In accordance with the transition
provisions in HKFRS 16, comparative information
is not restated.

R-ZE-N\E+-_A=+—H8 HE
AEEAEERETIRERAEYELZ
MEAE  HOKHESEERET -
FHEER/R=EAZMF -

R-_Z—hE+=-A=+—8 " B=
T-NF—H—BaXERBBUHER
HEEAFE16RET A HEHEHEN KK
MENRBBHNGE M BRERN T
13 - WK EXHTE (R BEEAER
) REBEEEVBRELENE165H
BEBR BT ESS -

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited

193



194

For the year ended 31 December 2019 EHZ=F

26.

27.

—NEFE+ZA=+—RAILFE

COMMITMENTS 26. i
2019 2018
= — N4 —ZT—)\F
RMB’'000 RMB’000
RETF ARETT
Capital expenditure in respect of the TEBEEWE - WE R&E
acquisition of property, plant and ZERIKV B ERERE
equipment contracted for but not WS T IR 2 B AN
provided in the consolidated financial 5
statements 78 329

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities
in the Group will be able to continue as a going
concern while maximising the return to shareholders
through the optimisation of the debt and equity
balance. The Group’s overall strategy remains
unchanged from the current and prior years.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising
issued share capital, accumulated profits and other
reserves.

The directors of the Company review the capital
structure regularly. As part of this review, the
directors consider the cost of capital and the risks
associated with each class of capital. Based on
recommendations of the directors, the Group will
balance its overall capital structure through the
payment of dividends and new share issues as well
as the issue of new debt.

Annual Report 2019 4 #

27. E€ERER

AEEEREERAES  HREBS
BB RSN T - RRAE
BTHEGE  ABARES SRS
KEIE o A% BAEEZ BEERS
BEFERBTE -

AEENERNRBARNRRHEE ARG
BrE(BRE BTN - KRN RE
flo i ) ALK

RAREELTREAK AR EZEER
HERERE E BRI E AL - RIEE
EZHBER  AKSEKEBKE -
IR AT AR BITHER 7 = A
BEEEARGEE -



For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

28. FINANCIAL INSTRUMENTS

28. €T A

Categories of financial instruments @I EER
2019 2018
—Z=—N4F —E-)N\F
RMB'000 RMB'000
ARETE — AREFT
Financial assets at amortised cost BRI EZ EREE 59,492 65,993
Financial liabilities at amortised cost HEEK AT EZERIBE 6,426 9,667

Financial risk management objectives and
policies

The Group’s major financial instruments include
trade receivables, other receivables, bank balances
and cash, trade payables, other payables and accrued
charges, and lease liabilities. Details of these financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
include market risks (currency risk and interest rate
risk), credit risk and impairment assessment and
liquidity risk. The policies on how to mitigate these
risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

B EREE B ERBR

BN ETE2RTABREE S EKFK
B AR - RITEHRNE
% BHEMNHIE - EMENFKER
EAERAUALHEERE - ZFE2®T
EMHBREBENERE - BzFe
MITAEBNERERETSRER(EE
Rk kA ERER) - EERREERE
AHEARRBE SRR o BIEZFE
RCBERHEN I - EEEETENME
RzERR  BRANEEBRZ 7

I\E?ﬁ@% jEilﬁ{ﬁ °
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued) 28. TWMT A (&)
Financial risk management objectives and BEEMEREBFERBEKE)
policies (Continued)
Market risk T i5 R s
Currency risk B E R
The Group has certain bank balances and cash, REBEE TRITEMRERIR S AR HAM
and other payables and accrued charges which are JET I R EET & A AINEETE -
denominated in foreign currency which exposed the LAEEEEERNRR -  AEER
Group to foreign exchange risk. The carrying amounts WMEMARUINESN B EEEERER
of the Group's foreign currency denominated BEZEREENT :

monetary assets and monetary liabilities at the end
of the reporting period are as follows:

Assets Liabilities
BE =N

2019 2018 2019 2018
—T-NF —T)N\F —E-hF —E-N\F
RMB’000 RMB’000 RMB’000 RMB’000
AREFIL — ARBFT ~ ARETT  AREFT
HK$ BT 15,205 34,447 1,007 4,196
uss$ ET 7,483 11 - —
The Group currently does not have a foreign exchange 7N £5 [ 3R B T f8% 4 ] B 3 SR IR o
hedging policy. However, the management of the N AEEEEEERELRR
Group monitors foreign exchange exposure and R B F ZRE R P ERE L @R

will consider hedging significant foreign exchange
exposure should the need arises.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Currency risk (Continued)

Sensitivity analysis

The Group is mainly exposed currency risk related to
HK$ and US$. The sensitivity analysis includes only
outstanding monetary items which are denominated
in HK$ and US$ and adjusts its translation at the
end of the reporting date for a 5% and 5% change
in HK$ and US$ exchange rates, respectively. 5%
(2018: 5%) is the sensitivity rate used when reporting
foreign currency risk internally to key management
personnel and represents management’s assessment
of the reasonably possible change in foreign
exchange rates. The analysis below illustrates the
impact for a 5% and 5% strengthening of the
functional currency of the relevant group entities
against HK$ and US$ and a positive number below
indicates an increase in post-tax loss respectively.
For a 5% and 5% weakening of the functional
currency of the relevant group entities against the
HK$ and US$, respectively, there would be an equal
and opposite impact on the loss and the number
below would be negative.

28. EMIT A (&)
BERAREEEERBER(E)

miSEE(E)
SRR (&)

BRRE DT
AEBFBREBSTMETEBEE
E - SURKE D HTEBIEASEME
THMEMNAGEEEBIEE WEFR
DRI B RITEB 5% 8 T M5% 3% T
fERE(EITHRERARE - NIFER%
(ZZF—\F 5% )MBRRELREE
TEEREATREIINERR - HINE
EREMTMIINEEXRNESIEERE -
NToONMERTEBEEEEIEER
HABTLMZETD B FE5% 5% W
FE RTXEHXRRGRIIEZEISE
meWiHAEEERBNEEK BT
METDRIEZES% 5% » BEIE
REFEERTVERTXERAEE -

Increase in post-tax loss

PR 1% B 18 15 A0
2019 2018
—T—hF —B-\F
RMB’000 RMB’000
ARHBETFT ARMTFT
HK$ BIT 603 1,286
us$ X 318 =

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2019 EHZ=F

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to variable-rate bank balances (Note 18).

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of prevailing market
interest rates on bank balances. The Group currently
does not have any interest rate hedging policy.
However, the management of the Group monitors
interest rate exposure and will consider hedging
significant interest rate exposure should the need
arises.

Total interest income from financial assets that are
measured at amortised cost is as follows:

—NEFE+ZA=+—RAILFE

28. EEMT E (&

PEMEERRRBE(E)

AR ()
FIR R

REBEBAERRZ ? &R (M RE
18) 2R e REFEME ﬁ

AEENRERENZTEREIEEFTR
KEAREEIRITHEHRORITHISH R
@J o AN B AT I AR A R SR K

R AKRBEEEEEENERRE

Eﬁﬁlﬂ#mﬁﬁﬁﬁv%gij/qjiﬁﬁjzﬂ

AA

REREHEKATECEREE N E

Financial assets at amortised cost REEK AT EZ S MEE

2019 2018
T—NEF —TN\F
RMB'000 RMB'000

ARET T ARKTT
174 84
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For the year ended 31 December 2019 HZ=F—hF+_A=+—HIFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Interest rate risk (Continued)
Sensitivity analysis

In the opinion of the directors of the Company,
the expected change in interest rate will not have
significant impact on the interest income from
variable-rate bank balances, hence sensitivity analysis
is not presented.

Credit risk and impairment assessment

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure
to discharge the obligations by counterparties is
arising from the carrying amount of the respective
recognised financial assets, including trade
receivables, other receivables and bank balances
as stated in the consolidated statement of financial
position at the end of each reporting period.

The Group’s concentration of credit risk by
geographical locations is in the PRC, which
accounted for 100% (2018: 100%) of the total
trade receivables as at 31 December 2019.

The Group has concentration of credit risk as 16%
(2018: 21%) and 43% (2018: 48%) of the total
trade receivables was due from the Group’s largest
customer and the five largest customers, respectively.

Trade receivables arising from contracts with
customers

In order to minimise the credit risk, the management
of the Group is responsible for determination of
credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover
overdue debts. The Group also requests deposits
from certain customers prior to goods delivery. In
addition, the Group performs impairment assessment
under ECL model on trade balances based on
provision matrix. In this regard, the directors of the
Company consider that the Group's credit risk is
significantly reduced.

28. EMIT A (&)

PEMEERRRBE(E)

misEkR (&)
RSN AE=D
BREDN
ARAPEERR @ BHRMNXZHEA

B AT R RITEBE L FIBMAE
EEARE Bl E 25 REE S
i -

= B b RORE R G
REFHREBTEEMAAEE TR
MBEBRZAKBESEXEERR - J5
KERERE RGP BIRAR
FHERReREECREE 257
B 5 RUGRIA - H UK IR S ERTT
KRR -

RZZTE—NF+=—A=+—8 ' &
BUEE D  AEEMNEERRS
EHE - HEHE S EKFIEN100%
(ZZF—/14F : 100%) °

rEBRERAEBEZARFPRAARER
NEZERZFBERBE ZZERKRES
EoRA16% (ZFE—NF :21%) %
43%(=—F—/)14F : 48%) °

KBEAKFPHNE S EYIA

REAREREEERR  AEEE
EERAETEEMRREMBEERE
B ARERERER IR AETT B U B B HI(E
%o RIS EmAT - ARETFERSE
TEPRMRE - 1IN AEERIE
BHEERREAERNBEEERE S
REEETTRERE - Bt E - AR
AEERRAREZEERRE XS

9‘ o
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Other receivables, balances with group companies
and bank balances

The credit risks on other receivables and balances
with group companies are significantly reduced as
the management of the Group periodically monitors
the balances to ensure that the counterparties are
viable to settle the debts.

The credit risks on bank balances are limited because
the counterparties are banks with high credit ratings
assigned by international credit-rating agencies.

In this regard, the directors of the Company consider
that the Group’s credit risk on other receivables,
balances with group companies and bank balances
are significantly reduced.
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PEMEERRRBE(E)

EERRNBER L (F)

H b B WKIR - KB QR4 R iR
1THEER

AP AN B A B B R A RE R B T 00
EMEEEE  EtEEFEREE
RAEERZ EERBRAERD

RITEHRZEERRER - THARX
SHFHRABRFARERTRSE
EFFRRERTT -

BUEME @ ARREERAAEEE
b EWKIH ~ RE R RIRE AR MIRTT
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment

(Continued)

The Group's internal credit risk grading assessment

comprises the following categories:

28. EEMT E (&
HMEEREEEERBK(E)

EERRNBER L (F)

A E R E SRR
TR

7 AR EHE B R A

Internal credit Description Trade receivables Other financial assets
assessment
NEBEERE f st g H R IA Hfv o @& E
Low risk The counterparty has a low  Lifetime ECL - 12-month ECL
risk of default and does not credit-impaired
not have any past-due
amounts.
VN REYBFHENRRELREE 2HRBEEEE— 12 AR EEEE
{ABHARIE - BEERE
Normal risk Debtor frequently repays Lifetime ECL — 12-month ECL
after due dates but usually ~ not credit-impaired
settle after due date.
EEER BEEARERIHEZE FHREHEEEE— 12EAREHREEER
- BRBREBMARES BEERE
s e
High risk There have been significant  Lifetime ECL - Lifetime ECL - not credit-

=R

Credit impaired

HREERE

Write-off

1z

increases in credit risk since
initial recognition through
information developed
internally.

EERR B PRGN ANED
B R EBIEFR RIEELM

There is evidence indicating
the asset is credit-impaired.

BPRRABELREER
& -

There is evidence indicating
that the debtor is in severe
financial difficulty and
the Group has no realistic
prospect of recovery.

EORKRABBEARARERN
FEEE - AmEEER
@RI A ERSE o

EREYE

not credit-impaired

FHRHEEEE—
EEERE

Lifetime ECL -
credit-impaired

FHIEREEEE -
HIREERIE

Amount is written off

PAC WAL H

impaired

EHRBEEER—
EEERE

Lifetime ECL - credit-impaired
EHEBEEEE—
HIREERE

Amount is written off

FAC WA

B2 IEPR/AT) Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

28. €T A (&)
HRREEBEERBER(EZ)

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment SRR KA ()
(Continued)

TRAAETEREEBH RN ENAE
EEeREENEERRFS

The table below details the credit risk exposures of
the Group’s financial assets which are subject to

ECL assessment:

Financial assets at Internal credit 12-month or
amortised cost assessment lifetime ECL Gross carrying amount
K AGTEZ \ 12885
SRLEE NEBEE RS S HEHEEESR IREARE
2019 2018
= — L4 —E-N\E
RMB’'000 RMB’000
Trade receivables Note (a) Lifetime ECL
(provision matrix) 9,601 10,336
B 5 I WK IR Miet(a) ZHFEEEBE
(B frEpE)
Credit-impaired Lifetime ECL —
credit-impaired 3,052 3,196
LB EERE FHTERE B AE—
HIREERE
12,653 13,532
Other receivables Note (b) 12-month ECL 326 488
H th & W 3R IE iogza(e), 128 AFESEEEE
Credit-impaired Lifetime ECL —
credit-impaired 7 46
HIREERE FHEAEEEE—
HIREERE
333 534
Total 12,986 14,066
st
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Notes:

(@) For trade receivables, the Group has applied the
simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. Except for debtors with
credit-impaired, the Group determines the ECL on
these items by using a provision matrix, grouped by
internal credit assessment.

(b) For the purposes of internal credit risk management,
the Group uses past due information to assess
whether credit risk has increased significantly since
initial recognition. At 31 December 2019 and 2018,
the Group has no past due other receivables.

As part of the Group’s credit risk management,
the Group applies internal credit assessment for its
customers in relation to its operation. The following
table provides information about the exposure to
credit risk for trade receivables (not credit-impaired),
which are assessed based on provision matrix at the
end of the reporting period within lifetime ECL.

EREYE

28. ST E (&)

PEMEERRRBE(E)
EERRNBER L (F)

Wikt -

() REZEREFEAMS - AXECEHN
FEMBRELENFIRANBLIT X
AAERHIAMEERENERER -
FRIBBREEREEFAN » NEE
ERBERERARBEENFE D E5L
ZEREEERBEEER -

(b)) HANEERBREEMS $‘$l@
RafENFEEERR B MHER
ARBEREIEN - R_F—NER

Z-NE+-RA=+—0  £5HE
B E A R WAL

ERASEEERRER, — &5 -
AEBERAESEREREFPERARNIEE
Ml o TRABWESHERIGRIEN RS
HRERNBEEEE 2 EERRER -
TR E TR E B B e (& TZ%\/UME)W
ST o
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued) 28. W T A(Z)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

At 31 December 2019

PEMEERRRBE(E)

EERRNBER L (F)

R-E-hAE+=-A=+—H

Average loss  Gross carrying Impairment

Internal credit assessment NI EFE rate amount losses
R BREAE BB EE

% RMB’000 RMB’000

/\;m*‘f’/u /\ﬁi&%f

Low risk {EVE 3.0 4,008 120
Normal risk IFE R 4.6 4,217 194
High risk = B 8.5 1,376 117
4.5 9,601 431

At 31 December 2018

R_ZFE—\Ft+=-_A=1—H

Average loss  Gross carrying Impairment

Internal credit assessment AEBEEFE rate amount losses
T EsiE R RE2E RIEEE

% RMB’000 RMB’000

AREFT AREFIT

Low risk 1K /2| B 3.0 4,538 134
Normal risk IE% @b 4.5 4,739 211
High risk =Rk 8.0 1,059 82
4.1 10,336 427

The estimated loss rates are estimated based on
historical observed default rates over the expected
life of the debtors and are adjusted for forward-
looking information that is available without undue
cost or effort. The grouping is regularly reviewed
by management of the Group to ensure relevant
information about specific debtors is updated.
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For the year ended 31 December 2019 EHZ=F

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

The following table shows the movement in lifetime
ECL that has been recognised for trade receivables
under the simplified approach.

—NFE+ZA=+—RAILFE

28. €T A (&)

PEMERERRRBEK(E)

FERRNBER G (E)

TR SRR R S
R e RS ESES

Lifetime ECL Lifetime
(not credit- ECL (credit-
impaired) impaired) Total
& Hi7E BY
2 TS E
BEEERE) =) dast
RMB’000 RMB’000 RMB’000
AREFIT AREFIT AREFT
At 1 January 2018 RZZF—NF—H—H - 1,429 1,429
Impairment recognised BHERRE 427 1,342 1,769
Impairment losses reversed eIV REY 5t - (374) (374)
At 31 December 2018 and 1 R=—ZT— \£F
January 2019 TZA=FT—HK
Z-NE—HA—H 427 2,397 2,824
Impairment recognised BEERRE 320 864 1,184
Impairment losses reversed BB (EE R (316) (1,118) (1,434)
At 31 December 2019 RZZE—NF+=ZA=
+—H 431 2,143 2,574

Changes in the loss allowance for trade receivables
during the year ended 31 December 2019 are
mainly due to the provision of lifetime ECL for
trade receivables, including those not credit-
impaired and credit-impaired with gross carrying
amounts of approximately RMB9,601,000 (2078:
RMB10,336,000) and RMB3,052,000 (20178:
RMB3, 196,000), respectively.

The following tables show reconciliation of loss
allowances that has been recognised for other
receivables.

EREYE

HE _?*ﬂi‘f’_ﬂ_‘f’*aﬂ:i
B BZRKFEBEREZSHEE
Etaﬁéwtééi%féuimlﬁﬁr}miﬂﬂﬁ,ﬁﬂ =
BIERE  PEEEAENAARE
9,601,000 T 2 | EEREE 5 BN
H(ZZF—/1F: AR¥10,336,0005T)
NEEEBEANBARKS,052 oooﬁ}\
RENEEREEZ S ERFIE(=

JVEF : ARM3,196,0007T) °
TREREREMEWRIBER ZEBE
BEEEER -
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

28. €T A (&)

PEMEERRRBE(E)

EERRNBER L (F)

Lifetime ECL
(credit-impaired)
>HEHEEEE

(HBREERIE)

RMB’000
At 1 January 2018 RZZE—NF—H—H 70
Impairment recognised B RRIE 1
Impairment losses reversed [EAENERIET 5= (25)
At 31 December 2018 and RZZBE-—NE+ZA=+—A8AK
1 January 2019 —E-NF—H—H 46
Impairment losses reversed [REAENERIET 5= (39)
At 31 December 2019 RZZE-NF+-A=+—H 7

Changes in the loss allowance for other receivables
during the year ended 31 December 2019 are mainly
due to the settlement of other receivables previously
impaired amounting approximately RMB39,000
(2018: the settlement in full of credit-impaired
other receivables with a gross carrying amount of
RMB25,000).

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows.
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HE-_T—NF+-A=+—HLHF
B EMERFEEERESHTE
RREE TR IRRE 2 it U IE
BREAELNARK39,000T(=ZF—/1
F: PEGEEHBEREREAMEK

AR EAZEA R K250007T) °

RBEZER

EERPELARSIE  AEREER
LgRRe MReEFEMNERERS
FERHKFE - MEEEARNEERE X
PIRES » WRDBRERKBNTE -
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on
the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can
be required to pay.

Weighted average

28. W T A(Z)

MEREREERRRBEEK(E)

RBESRR(E)

TRFANAEEITES B A BENRIER
BHH - TROBRESBRBEMNRE
RASRERE  ZFZLRABIR
BEAKEREANFNKEERDA -

effective interest ~ On demand or Total undiscounted Total carrying
rate within 1 year 1102 years 210 5 years cash flows amount
BT
|Z  RERE-FR —EME MENE e Ee HREEAE
% RIMB 000 RMB'000 RMB000 RIMB'000 RMB'000
ANRETFT NEETFT ARETT ANREFT NEEFT
At 31 December 2019 REE-NE+Z
A=t-R
Trade payables BAEMTE - 1,030 - - 1,030 1,030
Other payables and HtENERE
accrued charges TR - 3,784 - - 3784 3,784
Lease liabiltes HERE 453 1,223 121 341 1,685 1612
6,037 121 34 6,499 6,426
Weighted average
effective interest ~ On demand or Total undiscounted Total carrying
rate within 1 year 1102 years 210 5 years cash flows amount
METH KGR
ERNE  RERI-FR —ZRE MERF nEER FHERE
% RMB'000 RMB000 RMB000 RMB'000 RMB000
NEETFT NEEFT ANEETFT NEEFT NEETFT
At 31 December 2018 RZE-NEF1Z
A=1-R
Trade payables BAEMTE - 97 - - 97 927
Other payables and HtENERE
acarued charges TER - 8,740 - - 8,740 8,740
9,667 - - 9,667 9,667

HELYEEEBERAT Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

28.

29.

FINANCIAL INSTRUMENTS (Continued)
Fair value measurements of financial instruments

Financial assets and financial liabilities that
are not measured at fair value on recurring
basis

The directors of the Company consider that the
carrying amount of financial assets and financial
liabilities recorded at amortised cost in the
consolidated financial statements approximate their
fair values based on a discounted cash flow analysis.

RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES

(@) Major non-cash transactions

Right-of-use assets with a total capital value
of approximately RMB1,592,000 with the
corresponding amount of lease liabilities were
initially recognised on 1 January 2019 upon
adoption of HKFRS 16 and the Group further
recognised right-of-use assets by incurring lease
liabilities of approximately RMB542,000 during
the year ended 31 December 2019.
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For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

29. RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES (Continued)

(b) Reconciliation of liabilities arising from
financing activities

The table below details changes in the Group’s
liabilities arising from financing activities.
Liabilities arising from financing activities are
those for which cash flows were, or future
cash flows will be, classified in the Group’s
consolidated statement of cash flows as cash
flows from financing activities.

29. MEEBELE BB ZHKRE)

(b) MEFBEEZRBEZHR

TRAMAKERERDEL R
EEY  cMEERDELEZEED
EERSREIRIERSREHR
AEEGERERERTHIERE
BEPReRnEZEE -

Amount due
Accrued shares  to Shenzhen
issued cost Junxuan Lease liabilities Total
2EtRMh BT EAFIIES
%N FRIE HEAE Bt
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT ARETT AREFTL
At 1 January 2018 RZZ—N\F
—H—H 1,030 110 - 1,140
Financing cash flows, net MEHERE -
HE (7,258) (110) - (7,368)
Accrued shares issued cost 2N
DN 6,228 - - 6,228
At 31 December 2018 and 1 R=ZT—/\F
January 2019 +-A=+—
Ak=ZF—h
F—H—H = - _ _
Financing cash flows, net MERERE -
FE = = (594) (594)
Initial recognition upon ERINA 7S 7%
adoption of HKFRS 16 SR
165718
MisTER - = 1,592 1,592
Additions of new leases EATHEE = = 542 542
Interest expenses MEFX - - 72 72
At 31 December 2019 R-ZZE—h&F
+=A
=+—H - - 1,612 1,612

EELYEEZERAEMR AT Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

30. RELATED PARTY TRANSACTIONS 30. BERARS
(a) Related party transactions (a) BEFRS
Save as disclosed elsewhere in the consolidated RiRE R H A 5 2 3R 58
financial statements, the Group had entered 5’|\ CHETE-NFRZF-N
into following transactions with its related party F+ZA=T—HLEFE ' &&
during the years ended 31 December 2019 EEHEMESFIVATRS :
and 2018:
2019 2018
= —NL5F —ZT—)\F
RMB’000 RMB’000
ARET T ARMFT
Lease and utilities expenses paid to  2TFEIIEEF 2 HE K
Shenzhen Junxuan NHERAX 912 873
(b) Compensation of key management (b) EEBAESFHM
personnel
The emoluments of directors as key management %%( ERASEBETEEERAB)E
personnel of the Group during the years ended “E-NEFRZZE-NFT+A
31 December 2019 and 2018 were as follows: :‘f‘ AIEFEZHMaT :
2019 2018
—E-NF —ZE-N\F
RMB’'000 RMB’000
AREFIT AEETFIT
Salaries, bonus and other benefits o AR AR 1,151 479
Contributions to defined contribution
plans FTE HERRET B K 81 58
1,232 537
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For the year ended 31 December 2019 EHZ=F

—NFE+ZA=+—RAILFE

31. PARTICULARS OF PRINCIPAL SUBSIDIARIES 31. X ARIFEMB AR ZFHE

OF THE COMPANY

Details of principal subsidiaries at the end of the
reporting period are as follows:

Place of incorporation/ Paid up issued/registered

Proportion ownership interest and

Principal activities/

Name of subsidiary establishment capital voting power held by the Company  place of operation
BETRAREL/
WEARER AR/ R  BARER AREFRAEEER RRERLD FEEE/ 2ENE
Directly Indlirectly
BE i
Huakang Biomedical ~ The BVI Issued and fully paid share 100% N/A " Investment holdings/
Company Limited capital US$1 (2018: 100%) Hong Kong
Huakang Biomedical ~ EERLES BEIRBRRAIET 100% TER RARR/E%
Company Limited (ZE-N#:
100%)
Nutronic Biomedical Hong Kong Issued and fully paid share 100% N/A  Investment holdings/
Group Limited capital HK$1 (2018: NIA) Hong Kong
Nutronic Biomedical &S BETRERRATET 100% TER RERR/ B
Group Limited (ZE-)N#:
1)
King Grace The BVI Issued and fully paid share N/A 100% Investment holdings/
capital US$10 (2018: 100%) Hong Kong
King Grace RBRNEHE BETRARRAI10%T T 100% HERE/ 55
(ZE-NE:
100%)
Shenzhen Huakang The PRC Paid-up registered capital N/A 100% Research and development,
(Note (b)) US$1,800,000 (2018: 100%)  manufacture, marketing
(2018: US$500,000) and sale of biological
reagents and auxiliary
reproductive supplies and
equipment/The PRC
RYER (M b) Gl AR A1,800,000 AR 100% e - 4&  EHREE
EN(ZE-NE: (ZE-1F:  BIDEHBREYEE
500,000%7) 100%)  REARE/ =
Notes: Hiaz
(@) None of the subsidiaries had issued any debt securities @) RHEH 515 LM B R R AT
BB S

at the end of reporting period.

(b) Shenzhen Huakang is a wholly foreign owned
enterprise.

EREYE

(b) FYEFER—FHIEL2ERELE -

B EPRAT Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

32. EVENTS AFTER THE REPORTING PERIOD

In addition to information disclosed elsewhere in
the consolidated financial statements, subsequent
to 31 December 2019, the Group has the following
subsequent events:

(i)

On 13 January 2020, an ordinary resolution
was passed to approve and adopt the share
option scheme of the Company (the “Share
Option Scheme”). As detailed in the circular
of the Company dated 23 December 2019,
the Share Option Scheme is further subject to
approval by the Listing Committee of the Stock
Exchange granting approval for the listing of,
and permission to deal in, any ordinary share
of the Company which may fall to be allotted
and issued upon exercise of the options in
accordance with the terms and conditions of
the Share Option Scheme. On 14 January 2020,
the Share Option Scheme was approved by the
Listing Committee of the Stock Exchange.

Since the 2020 Chinese New Year Holidays,
the Group's operations located in Shenzhen of
Guangdong Province, the PRC (the “Shenzhen
Operations”) were suspended as a result of
the outbreak of the COVID-19 epidemic. The
Shenzhen Operations have resumed in operation
on 24 February 2020, however due to the
suspension or limited service of transportation
facilities in certain areas in the PRC, certain
workers were unable to return to the Shenzhen
Operations as planned, which resulted in a
temporarily drop in the production capacity
of the Shenzhen Operations. It is expected by
the management that the Shenzhen Operations
would and will have experienced delay in
resuming their original production schedule
and there will be late delivery of products in
the coming few months.

At the date of authorisation for issue of the
consolidated financial statements, the Group
does not expect those events have any significant
adverse impacts to the financial position of the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

33. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

33. NP A EEHwT

2019 2018
—E—NF —E-N\F
Notes RMB’000 RMB’000
Bt AREFT AR#FT
Non-current assets IERBEE
Interests in subsidiaries SN 9,278 =
Property, plant and equipment L E N 224 =
Right-of-use assets EREEE 1,067 -
10,569 —
Current assets mENEE
Other receivables, deposits and HifEsIg -~ &
prepayments RIBF A 687 302
Amounts due from subsidiaries FEUCHT B A B 2 FRIA 33(a) 2,535 1,724
Bank balances and cash RITEBREIRSE 15,193 34,425
18,415 36,451
Current liabilities mENAE
Other payables and accrued H At T EIE R FERT
charges g5 1,007 6,118
Lease liabilities HEBE 594 =
Amount due to a subsidiary EN—HERBAR 2
RIB 33(a) 1,852 -
3,453 6,118
Net current assets MENEEFE 14,962 30,333
Total assets less current liabilities ~ BEAERREE(E 25,531 30,333
Non-current liabilities ERBEE
Lease liabilities HEaE 431 =
NET ASSETS BEZE 25,100 30,333
Capital and reserves BAR R
Share capital A& 3,509 3,509
Reserves s 33(b) 21,591 26,824
TOTAL EQUITY AR 25,100 30,333

HELYEEEBERAT Huakang Biomedical Holdings Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBRRME

For the year ended 31 December 2019 HE=ZT—NF+-A=1+—HItFE

33. STATEMENT OF FINANCIAL POSITION OF 33. XA REBBHEK(E)
THE COMPANY (Continued)

33(a) The amounts due from (to) subsidiaries were 33(a) EUL () BB AR HIBEBEK
unsecured, interest-free and repayable on A THERRERER -
demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B A5 SRR ot

For the year ended 31 December 2019 HE=ZT—NF+=-A=1+—HItFE

33. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (Continued)

AN
=

33. R A EEHmzR(E)

33(b) Movement in the Company’s reserves Bb)ADEZREEES
Share Accumulated
premium losses Total
B& 1735 (B 25HEE BT
RMB’000 RMB'000 RMB'000
AREFIT AREFT AR#FT
At 1 January 2018 RZZE—N\EF
—H—H 16,667 (11,909) 4,758
Loss and total FAEEK
comprehensive expense 2 HEF 858
for the year - (8,515) (8,515)
Transactions with owners:  ERBEH A ZZ 5 :
Contributions and HR KK
distributions
Issue of shares pursuant to  RIEEAR(LEEITE
the Capitalisation Issue IR
(Note 24(b)) (MI7E24(b)) (2,632) = (2,632)
Issue of shares under the BB DS
Share Offer (Note 24(c)) BTG
(M3£24(0)) 42,983 = 42,983
Transaction costs directly BT 2 B
attributable to issue of JE(R R SR A
shares (9,770) - (9,770)
30,581 - 30,581
At 31 December 2018 and RZZE—/)\F
1 January 2019 +=-—A=+—8H
F=_ZT—NF
—H—H 47,248 (20,424) 26,824
Loss and total FAEEK
comprehensive expense ERXERE
for the year - (5,233) (5,233)
At 31 December 2019 R-ZE—NF
+=-—A=+—8H 47,248 (25,657) 21,591

ERLYBEERERLQT
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{FINANCIAL SUMMARY
M HE

A summary of the results, assets and liabilities of the AEBRBAERETBRFE 2 X£4E - BE
Group for the last five financial years is set out below. REBEMEH T o ANEEE W TEKER
This summary does not form part of the consolidated A BEHRERZEHF—EH °

financial statements.

RESULTS ¥E

2019 2018 2017 2016 2015
—T-NF ZEB-N\F T—+F ZBRF —T-HF
RMB'000  RMB’000  RMB’000  RMB’000  RMB’000
ANEETT ARETTT ARETIT ARETT ARETT

Revenue A 25,471 28,677 26,541 25,410 19,456
Profit (loss) before R A A )

taxation (E8) 658 1,242 (247) 9,944 9,203
Taxation T8 (942) (1,701) (1,705) (1,518) (1,269)
(Loss) Profit for the AKRB)HER AFE

year attributable to HEE(EE)

the owners of the il

Company (284) (459) (1,952) 8,462 7,934

ASSETS, LIABILITIES AND NON-CONTROLLING ¥7&E - BERIiEREDS

INTERESTS

Assets BE

Non-current assets EREEE 15,244 13,667 12,507 7,666 7,867
Current assets MENE E 63,468 69,767 35,915 29,782 19,621
Total assets BERE 78,712 83,434 48,422 37,448 27,488

Equity and liabilities BRREE

Total equity i Tt 70,685 71,021 37,390 24,201 15,775
Non-current liabilities SEREBAE 816 430 220 615 1,250
Current liabilities mENEE 7,211 11,983 10,812 12,632 10,463
Total liabilities BEERE 8,027 12,413 11,032 13,247 11,713
Total equity and liabilities #£z & 8 {E48%8 78,712 83,434 48,422 37,448 27,488

216 Annual Report 2019 4 #



Huakang Biomedical Holdings Company Limited
R A YR ERA R A



	封面
	GEM
	目錄
	公司資料
	主席報告
	管理層討論及分析
	董事及高級管理層之履歷
	企業管治報告
	環境、社會及管治報告
	董事會報告
	獨立核數師報告
	綜合損益及其他全面收益表
	綜合財務狀況表
	綜合權益變動表
	綜合現金流量表
	綜合財務報表附註
	財務概要
	封底



