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® CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")
BRBARZMERAA(HIFGEMZEE

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

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

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

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

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

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

To capture the market opportunities, our development
strategy is to further promote our product competitiveness
by continuously devoting our focus on research and
development and stepping up our effort in market
promotion. We aim to grow our business through
pursuing the following business strategies: (i) expand
our product portfolio and improve our existing product
offerings; (ii) strengthen our product research and
development capabilities; (iii) expand and consolidate
our sales and distribution network; (iv) cultivate and
recruit talented employees; and (v) develop our auxiliary
reproductive supply business.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

The Group’s revenue decreased by approximately
RMB1.7 million or 12.9%, to approximately RMB11.6
million for the six months ended 30 June 2019 (six
months ended 30 June 2018: approximately RMB13.4
million). The decrease in revenue was mainly due to
a decrease in revenue from sales of male fertility IVD
reagents, auxiliary reproductive supplies and equipment
and parasite antibody from detection reagents .

Male fertility IVD reagents product remained our major
product for the six months ended 30 June 2019,
accounting for approximately 82.7% of our total revenue
for the period. Revenue from this segment for the
period was approximately RMB9.6 million, representing
a decrease of approximately RMB1.2 million or 11.4%
from approximately RMB10.9 million for the six months
ended 30 June 2018 resulting from decrease in sales
to some of the Group’s direct sales customers and
distributors during the period. Our Directors are of the
view that such decrease was mainly attributable to: (i) the
recent decrease in birth rate of the PRC according to the
statistics published by the National Bureau of Statistics
of the PRC; and (ii) the increase in price sensitivity of
some of the customers of the Group.

The decrease in sales of auxiliary reproductive supplies
and equipment of approximately RMB241,000 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.
In addition, the decrease in sales of parasite antibody
detection reagents of approximately RMB182,000 was
primarily due to decrease in purchase of our detection kit
for IgG antibody to Schistosoma japonicum by some of
our distributors for the six months ended 30 June 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEE RO

Gross Profit and Gross Profit Margin

The Group recorded a gross profit of approximately
RMB8.5 million for the six months ended 30 June 2019,
representing a decrease of approximately RMB1.6 million
or approximately 16.0% from approximately RMB10.1
million for the six months ended 30 June 2018.

The Group's gross profit margin remained relatively
stable at approximately 72.6% for the six months ended
30 June 2019 as compared with the gross profit margin
of approximately 75.3% for the six months ended 30
June 2018.

Other Income and Other Gains and Losses

Our other income slightly increased by approximately
RMB16,000 or 16.0%, from approximately RMB100,000
for the six months ended 30 June 2018 to approximately
RMB116,000 for the six months ended 30 June 2019.

We recorded other losses of approximately RMB169,000
for the six months ended 30 June 2019, whereas we
recorded other gains of approximately RMB181,000 for
the six months ended 30 June 2018. Such change was
mainly due to an adverse effect in foreign currency
translated to RMB.

Impairment losses

We recorded reversal of impairment losses on trade and
other receivables of approximately RMB496,000 for the
six months ended 30 June 2019 (six months ended 30
June 2018: reversal of impairment losses on trade and
other receivables of approximately RMB129,000) mainly
because most of the impaired trade and other receivable
as at 31 December 2018 has been subsequently settled
up to the date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS

Expenses

Our selling and distribution expenses increased from
approximately RMB1.6 million for the six months ended
30 June 2018 to approximately RMB2.9 million for the
six months ended 30 June 2019, representing a growth
of approximately RMB1.3 million or 82.6% during the
period. The growth was primarily attributable to (i) an
increase in staff cost by RMB587,000 or 81.2%, mainly
due to the expansion of our sales and marketing team
(including recruitment of senior sales and marketing
personnel) and increase in their average salary as
determined by the supply and demand conditions of the
local labor market; and (ii) an increase marketing expense
and travel and transportation expenses of approximately
RMB536,000, or 118.8% related to the exploration of
new business opportunities and potential international
cooperation.

Administrative expenses increased from approximately
RMB2.2 million for the six months ended 30 June 2018 to
approximately RMB4.5 million for the six months ended
30 June 2019, representing an increase of approximately
RMB2.3 million or 105.8% during the period. Such
increase was mainly attributable to (i) an increase in audit
and other professional fee of RMB1.4 million, in relation
to the compliance with the GEM Listing Rules after the
Listing; (ii) an increase in staff cost of RMB484,000 or
40.5%, as a result of an increase in average salary of
our administrative personnel as determined by the supply
and demand conditions of the local labor market and the
appointment of our some of our Directors after the listing
of our shares on GEM (the “Listing”) on 13 December
2018 (the "Listing Date”), (iii) a payment of one-off
special bonus in the amount of RMB169,000 during the
six months ended 30 June 2019 to employees based
on their performance, and (iv) an increase in rental and
utilities expenses in the amount of RMB264,000 for new
office in Hong Kong since February 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE M

Research and development expenses increased from
approximately RMB699,000 for the six months ended
30 June 2018 to approximately RMB832,000 for the six
months ended 30 June 2019, representing an increase
of approximately RMB133,000 or 19.0%. Such increase
was mainly due to more research projects commenced
during the six months ended 30 June 2019.

Profit for the period

For the six months ended 30 June 2019, the Group recorded
a profit of approximately RMB223,000 (six months ended
30 June 2018: profit of approximately RMB2.0 million).
Basic earnings per share for the period was RMB0.06 cents
(six months ended 30 June 2018: earnings per share of
RMBO0.68 cents).

Excluding non-recurring listing expenses, the Group
recorded a profit before tax for the period of
approximately RMB670,000 (six months ended 30 June
2018: approximately RMB6.0 million). The decrease was
mainly due to the reasons mentioned above in relation
to a decrease in revenue and an increase in our selling
and distribution expenses and administrative expenses.

Taxation

The PRC enterprise income tax rate applicable to the
Group’s subsidiaries is 15% (six months ended 30 June
2018: 15%).
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM SHARE OFFER

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

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
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Percentage of Use of proceeds from the Listing Balance as at
net proceeds

Date to 30 June 2019 30 June 2019

. R-2—h#
B LiE DR FGTUEFE BLIMBBME_Z-AERA ~A=t+AH
FiFRIEEERE PG SR8 BOL =T AMMEHERE H&ER
Planned use Actual use
B dithes ERA%
(HKS$ million)”  (RMB'000)® (RMB'000) (RMB'000) (RMB'000)
(BBAEL) (ARBTT)? (AR¥Tr) (ARETR) (AR%TR)
Developing new products, improving
our existing products and carrying
out international cooperation projects
REHER  SRAMNABERLA 6.9 6,087 41.5% 1,263 579 5,508
RERAEERR
Expanding our sales network and
enhancing our marketing activities
BRAMDHEBRMBRMNHE 4.5 4,011 27.3% 1,186 1,092 2,919
RiSEEEE
Developing auxiliary reproductive supply
business
ERBYLEBERER 4.6 4,100 27.9% - - 4,100
Working capital
L2EED 0.6 481 3.3% 92 92 389
Total
@t 16.6 14,679 100.0% 2,541 1,763 12,916
Notes: et

(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) ERNEBREEKRN 2HEEME0.508 T
DB EMSHIEFHE -

(2) ERMARE1.00THIA3BTZERBE -
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MANAGEMENT DISCUSSION AND ANALYSIS
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Comparison of Business Objectives with Actual ¥ EEHEBEREKERLLE

Business Progress

The proceeds raised from the Listing are intended to be WIS RIEE L EBIEBHR MM EBLR
used for further strengthening our market position and B 3 — 25388 58 3 9 A T 45 o oz 1% 3% K 3 1P
expanding our market shares by pursuing our business HTIHHEE - BRERAE XS B ZHAK
strategies. An analysis comparing the business objectives SE B EMBEBHEE-T—NLF A=
as set out in the Prospectus with the Group's actual B ZEBREBEZLEDWTEHIMT ¢
business progress for the period from the Listing Date

up to 30 June 2019 is set out below:

Business objectives as set out in the Prospectus

BERERFAEEER

Actual business progress for the period from the
Listing Date to 30 June 2019
BETREHE=Z-—NAFXRA=+HZ

BEREREE

Development of new products
B 38 3T EE
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(i) The Group continued the final stage of clinical trials
of vitro diagnostic reagents for sperm nuclear DNA
integrity by three hospitals which were independent
third parties; (i) spermatozoa diagnostic reagent, sperm
mitochondrial diagnostic reagent and anti-mullerian
hormone with the application of chemiluminescence
technology were still 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 worked with the development partner
to determine the structure of the research program in
relation to the fully automated sperm dyeing detection
equipment; and (iv) the Group has manufactured
the prototype of semen biochemical immunoassay
equipment and its software and hardware were being
debugged.

As at 30 June 2019, the Group has recruited one
technician and two production workers. The Group was
unable to hire 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.
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Improving existing products

HRBEBEM

Expanding our sales network and enhancing our
marketing activities
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE N

The Group has completed the clinical trial of
the improved products “seminal plasma fructose
guantitative assay kit” and “Seminal plasma neutral
alpha-glucosidase quantitative assay kit” and is planning
to proceed with registration.

As at 30 June 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 can
temporarily take up the work.

AEEREEKNNRREBRERE(Z)T2ATHABER
BREAME  ARERAITHE SRR - EERE
SMIE

RZZB-NAFRA=1TH AEEEAESITHES
BZHEAR - BATREERAENTEAR - A
BREETAEERIEENAEABMLENR - AEME
MIRABTERERSTE -

Our staff explored and paid visits to a number of
potential and new customers located in the northern
part of the PRC and participated in a total of seven
annual conferences and academic conferences held
throughout China.

The Group has recruited seven sales and marketing
personnel and two technicians, whose experience and
qualifications meet the requirements of the relevant
positions.

BPNBE THZEMFGTEIEMHE TEERHERL K
RER2E T R7TEEFBESHBRTZ2FEREME R

AEERFCHEB T7TREERER2ERMAR - HER
KEENAHRELZ ZR -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE M

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2019, the Group’s
operations were generally financed by the an internally
generated cash flow and proceeds from the Listing.

As at 30 June 2019, the Group had a total cash and bank
balances of approximately RMB46.1 million, compared to
approximately RMB54.8 million as at 31 December 2018.
The decrease was mainly due to the payment of daily
operating expenses. As at 30 June 2019, the Group had
no bank loans, bank facility nor other borrowings (31
December 2018: Nil). Gearing ratio (which is calculated
by dividing total debt by total equity) was not applicable
to the Group as at 30 June 2019 (31 December 2018:
Nil).

FUTURE PROSPECTS

During the six months ended 30 June 2019, the
Group participated in several medical device and male
reproduction and andrology related annual conference
and academic conference to promote our products. In
addition, the Group also intends to recruit more sales
personnel for business expansion.

The Group plans to use part of the proceeds from
the Listing to expand the production and distribution
of auxiliary reproductive products in the PRC. We
are currently liaising with overseas manufacturers for
collaboration and collecting of market information for
auxiliary reproductive products.

Besides, the Group plans to develop new products,
improve existing products and carry out international
cooperation projects. Further, the three newly developed
products are undergoing the final phase of clinical
evaluation and trials and is planning to proceed with
registration within this year.
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MANAGEMENT DISCUSSION AND ANALYSIS

To capture the market opportunities, our development
strategy is to further promote our product competitiveness
by continuously devoting our focus on research and
development and stepping up our effort in market
promotion. We aim to grow our business through
pursuing the following business strategies: (i) expand
our product portfolio and improve our existing product
offerings; (ii) strengthen our product research and
development capabilities; (iii) expand and consolidate
our sales and distribution network; (iv) cultivate and
recruit talented employees; and (v) develop our auxiliary
reproductive supply business.

EMPLOYEES AND REMUNERATION POLICIES

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 30
June 2019, the Group had 83 full-time employees (31
December 2018: 70) located in Hong Kong and the
PRC for operation. Details of the staff costs, including
Directors’ remuneration, incurred by the Group are set
out in note 10 in the Notes to the unaudited condensed
consolidated financial statements in this Report.

The remuneration committee will review and determine
the remuneration and compensation packages of the
Directors after having considered their responsibilities,
workload, time devoted to our Group and the performance
of our Group. As at the date of this Report, no share
option scheme has been adopted.

CAPITAL STRUCTURE

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

BEEEFNWE N
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWE M

PRINCIPAL RISKS AND UNCERTAINTIES

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

FOREIGN EXCHANGE EXPOSURE

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

SIGNIFICANT INVESTMENT HELD

As at 30 June 2019, the Group did not have any significant
investment held.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLEDGE OF ASSETS

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

CAPITAL COMMITMENTS

As at 30 June 2019, the Group had capital commitments
of approximately RMB322,000 (31 December 2018:
329,000) in respect of the acquisition of property, plant
and equipment.

CONTINGENT LIABILITIES

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

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

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

DIVIDEND

The Directors does not recommend the payment of any
dividend for the six months ended 30 June 2019 (six
months ended 30 June 2018: Nil).

SUBSEQUENT EVENTS

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

Hi &

Directors’ and Controlling Shareholders’
Interest in Contracts

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

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

As at 30 June 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

Ordinary shares of HK$0.01 each of the Company

Name of Directors/

OTHER INFORMATION
Hftt & #

REHZFR
AR EFEREEOTETZEER

Number of ordinary Percentage of

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

B BefTBABHE 5 H=mtE BiEsi-pelie =N PHEE DL

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

SREENITA RrE G R - RITBALS 240,000,000 60.0%

Notes: B EE

(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 30 June 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.

(1)

2)

3)

PRBFTSIE R RIF R -

WER ZE—NAFNA=ZTHENEET
A% 17 42 $400,000,0000% 51 & -

RZZ—+F+—A+H  REBXEE
REREBAETY B RTHERE
([BRE])  WERRTER(EPRE)K
ERMARRRREE —ELTHREER
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BEEBBYRILRFE—BITE - AR
FEMRERBERE R TH-EH
HE—HE - BF2HBRERIELRE
HI—8 - BEEFLRBERY @ BEE
SR B A $£240,000,000 8% f& 15 7
AR - HPRBHE()Crystal Grant Limited
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OTHER INFORMATION
Hftt &

Long Position in the Ordinary Shares of Associated
Corporations

Name of Directors/ Name of Associated Capacity/

REBEEEER TR

Number of ordinary Percentage of

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

BE /BeiTRABLS HEOEE LR 517/ EmtE P B AR B E ¢ BREB DL

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

REEN A Crystal Grant Limited ExnBEA 100/ &M% 1.00%T2 100%
& 15

Note: All interest stated are long positions.

Save as disclosed above, as at 30 June 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 30 June 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:

OTHER INFORMATION
Hftt & #
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Number of ordinary Percentage of
Name of Shareholders Capacity/Nature of Interest shares held shareholding
MR EE &8 51/ nltE FESE-gElie 4= BEED T
Crystal Grant Beneficial owner and 240,000,000 60.0%
concert party™
Crystal Grant ERlB AR—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®
REGEAE RIEEERERD
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 REEE R

FEEREEYEEERAER AT Huakang Biomedical Holdings Company Limited

19



20

OTHER INFORMATION
Hftt &

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 six months ended 30 June 2019 and up to
the date of this Report, have the Directors and the chief
executive of the Company and their respective close
associates (as defined in the GEM listing rules) had any
interests in, or had been granted, or exercised any rights
to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company and/or its associated
corporations (within the meaning of SFO).

Competing Interests

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

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

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

As at 30 June 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, any interest in the securities of
the Company or any member of the Group (including
options or rights to subscribe for such securities which
is required to be notified to the Group pursuant to Rule
6A.32 of the GEM Listing Rules as at 30 June 2019.

Purchase, Sales or Redemption of Listed
Securities

There were no purchases, sales or redemptions of the
Company's listed securities by the Company or any of its
subsidiaries during the six months ended 30 June 2019.
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OTHER INFORMATION
Hftt &

Changes in Directors Information

The directors confirm that no information is required
to be disclosed pursuant to Rule 17.50A(1) of the GEM
Listing Rules.

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 six months ended
30 June 2019 and up to the date of this Report (the
“Relevant Period”).

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

The Board conducted reviews of the system of internal
controls of the Group to ensure 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 non-
compliance of the Required Standard by the relevant
employees was noted by the Company.

Audit Committee and Review of Interim Results

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

OTHER INFORMATION
Hftt & #

ETRERXZHNRESTA

ARRIERM—EEBEFTETESRRD
MIRTTAWEAEABEETESTESLR S
WSFR([FEE]) - HEREEREEL
BN GEM ET# B8 5.48 2 5.67 {6 FT
EHESRETESFR MU TEE(EE
SR - EREEBERELBETENE
PRESHEORABSEREBRHHAEE
SFUASTIRZAE o

RBZRETRIES 661K EFIE ERKA
RANEREE « AR FMNEBLRFNE
WMEFNEE(HHEEE])  THAKSE
REAR QA E AR @B T A
RERRARRRBEFEHENARESR &
BETAREIEZEEIE < HBES
RAINES - KRR L EEEXERERRE
RLTIRER SN -

BEREEEREHNTHXE

EEEeCERUEZZEE - WERGEM
AR BIES 28162 FE5. 331K R B EE AT
BIESC3EC.3.3 R C.3.7IKRT A B EHE -
EREREERH-RBIUFENTESTMAX -
ENEBERK S E(ER) « 1HEE £ RFRE2
R o

EEAYEEZEREMR AT Huakang Biomedical Holdings Company Limited

23



24

OTHER INFORMATION
Hftt &

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

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

On behalf of the Board

Zhang Shuguang
Chairman and Executive Director

Hong Kong, 9 August 2019
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@ UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AREGERGSERREMEZEARAR

For the three months and six months ended 30 June 2019 & Z—Z—hFE N A=FTHIt=@ A K/~EA

The Board of the Directors (the “Board”) is pleased to ZEES([EF € |)RAABGAEEEFHZE
announce the unaudited condensed consolidated results 201946 A30H 1F =@ A &/l B A R &=
of the Group for the three months and six months ended #Z &A% & %4 @ ERE E2018%F6 A30
30 June 2019 together with the unaudited comparative A 1F = {8 A &<l A B R & BZ BT
figures for the three months and six months ended 30 21 :

June 2018 as follows:

Three months ended 30 June Six months ended 30 June
BEABE=THLE=EA BZAA=THLEAEA
2019 2018 2019 2018

“T-NE —T-)\E “E-NE “E\E
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (RIEER) (RiEER)

NOTES RMB'000 RMB'000 RMB'000 RMB’000
(=3 ARETT AREFTL ARETT ARETT
Revenue WA 5 6,565 7,380 11,636 13,364
Cost of sales BHERMAR (1,867) (1,402) (3,185) (3,307)
Gross profit EH 4,698 5,978 8,451 10,057
Other income EfgA 6 70 51 116 100
Other gains and losses Hiblzs K EE 7 499 282 (169) 181
Impairment losses on trade and B 5 K £ b JE W F 8 i
other receivables, net of EFE  MkRD
reversal 8 (145) 71 496 129
Selling and distribution expenses ~ $4%& R #FI% (1,554) (781) (2,918) (1,598)
Administrative expenses TBRX (2,411) (1,127) (4,474) (2,174)
Research and development HERS
expenses (522) (395) (832) (699)
Listing expenses kY - (1,228) - (3,059)
Profit before tax BREE AT A 635 2,851 670 2,937
Income tax expense FIEHAY 9 (264) (588) (447) (904)
Profit and total comprehensive A E A AELELAR
income (expense) for the period &7 &k 2
attributable to the owners of (Fx) %%
the Company 10 371 2,263 223 2,033
Earnings per share BRET
Basic (RMB cents) R (ARBS) 12 0.09 0.75 0.06 0.68

EFELYEEZERERAT Huakang Biomedical Holdings Company Limited 25



@ UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
AEEXERGRS MR R

At 30 June 2019 R=Z—HFENA=1H

30 June 2019 31 December 2018

—T-NF —T-N\F
NA=+8 +=—A=+—8
(unaudited) (Audited)
(REEZ) (E=Z)
NOTES RMB’000 RMB’000
BtaE ARKETT AR¥ET T
Non-current assets JEmEEE
Property, plant and equipment LE Y& 13 9,397 9,567
Intangible assets EREE 14 3,008 2,918
Right-of-use assets REEE 661 -
Deposits for acquisition of WIS - BE R
property, plant and equipment B2 IES 1,382 1,182
14,448 13,667
Current assets MBNE E
Inventories Ay 3,274 2,284
Trade receivables E 5 WA 15 10,772 10,708
Other receivables, deposits and ~ HAbEUWRIE « & &
prepayments SCANE 1,947 1,978
Bank balances and cash RITHEBREIRE 46,063 54,797
62,056 69,767
Current liabilities i)=Y
Trade payables B S ENFIE 16 837 927
Other payables and accrued o fE T RRIE K
charges STEA 3,162 9,134
Contract liabilities BRAE 209 179
Deferred income — government IE JEUR A — BT 4
grants ) 23 45
Tax payable FEFRIE 371 1,698
4,602 11,983
Net current assets MENEEFE 57,454 57,784
Total assets less current liabilities BEABRASAER 71,902 71,451
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@ UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
RAEEXERGFSH BN R
At 30 June 2019 R=F—AFXA=1H

30 June 2019 31 December 2018

—=-nF —Z=—)\F
NA=+8 +=-—A=+—H”
(unaudited) (Audited)
(REEEZ) (gE=Z)
NOTES RMB’000 RMB’000
BtaE ARKETT ARET T
Non-current liability EmEAE
Lease liabilities HEAE 228 -
Deferred income — government IEFEW A — BT
grants Bl 430 430
658 430
Net assets BEFE 71,244 71,021
Capital and reserves BN
Combined capital/share capital BHER /P 17 3,509 3,509
Reserves &t 67,735 67,512
Total equity R 71,244 71,021
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@ UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
ARBELEPFESERE IR

S

For the six months ended 30 June 2019 #Z—ZF— N F/ X A=1HIL/~EA

Combined
capital/share Share Capital Statutory ~ Accumulated
capital premium reserve reserve profits Total
AbFER/
kA RhAEE  A%EE  AERE  ZaEA @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TT  ARETR AREBTR ARETR  ARETR  ARETH
At 1 January 2018 (audited) RZE-N\F-F-H (B%f) = 16,667 1,943 1,734 17,046 37,390
Profit and total comprehensive expense for the period SABRR 2HFHX L8 - - - - 2,033 2033
At 30 June 2018 (unaudited) RZE-\E~B=1H
(KEZER) = 16,667 1,943 1,734 19,079 39,423
At 1 January 2019 (audited) RZZ-NF-A-R (B8R) 3,509 47,248 1943 1,734 16,587 71,001
Loss and total comprehensive expense for the period  HRER R AR EE - - - - 23 3
At 30 June 2019 (unaudited) R-E-NERAZTA
(AEZR) 3,509 47,248 1,943 1,734 16,810 71,244
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@ UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

ARBELEPFESRERER

For the six months ended 30 June 2019 #Z—ZF— N F/XA=1HIL/~EA

Six months ended 30 June

BEAA=THIEAEA

2019 2018
—T-hE —F-N\F
(unaudited) (unaudited)
(REEEZ) (CREEZ)
RMB’000 RMB’000
ARETIT AREFT
NET CASH (USED IN) FROM OPERATING LEEE SR )5
ACTIVITIES (7,767) 1,297
NET CASH USED IN INVESTING ACTIVITIES & EEFAESFEE (967) (1,945)
NET CASH USED IN FINANCING ACTIVITIES REE EENFT15IE & 55 - (110)
NET DECREASE IN CASH AND CASH Re RIS EEBYIRAFRE
EQUIVALENTS (8,734) (758)
CASH AND CASH EQUIVALENTS AT FNzReRREFEY
BEGINNING OF THE PERIOD 54,797 19,811
CASH AND CASH EQUIVALENTS AT END  FRZEENESZEY
OF THE PERIOD, represented by bank BRITERKRERS
balances and cash 46,063 19,053
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@ NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
AEEX ARG S MR HRRME

For the six months ended 30 June 2019 #Z—ZF— N F/ X A=1HIL/~EA

GENERAL

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

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

The unaudited condensed consolidated financial
statements are presented in Renminbi (“RMB"),
which is the same as the functional currency of the
Company and its subsidiaries (the “Group”).
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AEEZERFES P BHRRM

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

GROUP REORGANISATION AND BASIS OF
PRESENTATION

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

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

The unaudited condensed consolidated interim
financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (“HKASs ") and Interpretations
(hereinafter collectively referred to as the “HKFRS")
and the disclosure requirements of the Hong Kong
Companies Ordinance (Chapter 622 of the Laws of
Hong Kong). In addition, the unaudited condensed
consolidated interim financial statements include
applicable disclosures required by the GEM Listing
Rules.
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For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

The unaudited condensed consolidated interim
financial statements have been prepared in
accordance with the same accounting policies
adopted in the audited financial statements for the
year ended 31 December 2018 as set out in the
annual report of the Company dated 25 March 2019,
except for those that relate to new standards or
interpretations effective for the first time for periods
beginning on or after 1 January 2019. This is the
first set of the Group’s financial statements in which
HKFRS 16 Leases (“"HKFRS 16") has been adopted.
Details of any changes in accounting policies are set
out in note 3. Except for the adoption of HKFRS 16,
the adoption of the new and revised HKFRSs have
no material effect on these unaudited condensed
consolidated interim financial statements. The Group
has not early adopted any new and revised HKFRSs
that has been issued but not yet effective in the
current accounting period. The preparation of the
unaudited condensed consolidated interim financial
statements in conformity with HKAS 34 requires the
management to make judgements, estimates and
assumptions that affect the application of policies
and reported amounts of assets and liabilities,
income and expenses on a year to date basis. Actual
results may differ from these estimates. The areas
where significant judgments and estimates have
been made in preparing the financial statements
and their effect are disclosed in note 4.

This report contains unaudited condensed
consolidated interim financial statements and
selected explanatory notes. The notes include an
explanation of events and transactions that are
significant to an understanding of the changes in
financial position and performance of the Group
since the audited financial statements for the year
ended 31 December 2018. The unaudited condensed
consolidated interim financial statements and
notes thereon do not include all of the information
required for full set of financial statements prepared
in accordance with HKFRSs and should be read in
conjunction with the 2018 consolidated financial
statements.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AEEZERFES P BHRRM

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

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

The unaudited condensed consolidated financial
statements have not been reviewed nor audited by
the Company’s auditor, but have been reviewed by
the audit committee of the Company (the “Audit
Committee”).

CHANGES IN HKFRSs

The HKICPA has issued a number of new or
amended HKFRSs that are first effective for the
current accounting period of the Group:

e HKFRS 16, Leases

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

e  Amendments to HKFRS 9, Prepayment Features
and Negative Compensation

e Amendments to HKAS 19, Plan Amendment,
Curtailment or Settlement

e Amendments to HKAS 28, Long-term Interests
in Associates and Joint Ventures

e Amendments to HKFRS 3, HKFRS 11, HKAS 12
and HKAS 23 included in Annual Improvements
to HKFRSs 2015-2017 Cycle
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEERERREVM B RRME

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

The impact of the adoption of HKFRS 16 Leases
have been summarised in below. The other new or
amended HKFRSs that are effective from 1 January
2019 did not have any significant impact on the
Group's accounting policies.

()

Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in
accounting treatment for lease accounting,
primarily for accounting for lessees. It replaces
HKAS 17 Leases (“"HKAS 17"), HK(IFRIC)-Int 4
Determining whether an Arrangement contains
a Lease, HK(SIC)-Int 15 Operating Leases—
Incentives and HK(SIC)-Int 27 Evaluating the
Substance of Transactions Involving the Legal
Form of a Lease. From a lessee’s perspective,
almost all leases are recognised in the statement
of financial position as a right-of-use assets and
a lease liabilities, with the narrow exception to
this principle for leases which the underlying
assets are of low-value or are determined as
short-term leases. From a lessor’s perspective,
the accounting treatment is substantially
unchanged from HKAS 17. For details of HKFRS
16 regarding its new definition of a lease, its
impact on the Group’s accounting policies and
the transition method adopted as allowed under
HKFRS 16, please refer to section (ii) to (iv) of
this note.

The Group has applied HKFRS 16 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
presented in 2018 has not been restated and
continues to be reported under HKAS 17
and related interpretations as allowed by the
transition provision in HKFRS 16.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AEEZERFES P BHRRM

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

The following tables summarised the impact of
transition to HKFRS 16 on statement of financial
position as of 31 December 2018 to that of 1
January 2019 as follows (increase/(decrease)):

TREPLBEEFEV B HRELR S
16 E—ZT—N\F+_A=1—
BE-ZF-NAF— A - BOHMBEIRRE
VR (g, ORd)):

RMB'000
ARETIT
Statement of financial position as R=Z2—hE—F—HH
at 1 January 2019 B AR R T
Right-of-use assets EREEE 881
Lease liabilities (non-current) HEaEEERE) 451
Lease liabilities (current) HEAaE(RE) 430

The following reconciliation explains how the
operating lease commitments disclosed applying
HKAS 17 at the end of 31 December 2018 could
be reconciled to the lease liabilities at the date of

ATHEREER - F—-N\F+-A=1
—BRERBBETEMF17HREE
MEEHEARER T NF—A—
BEMBRRKREZNRIFEM BB

initial application recognised in the statement of ZHEBBENERER
financial position as at 1 January 2019:
Reconciliation of operating lease R EAIER RMB'000
commitment to lease liabilities HESENEHER AREBTFT
Operating lease commitment as of BHE-_ZE-N\F+-A=+—HH

31 December 2018 B TH B AIE 1,037
Less: short term lease B RRHEE (111)
Less: future interest expenses B BERFERY (45)
Total lease liabilities as of 1 January 2019 #HEZT—hF—A—ANHEEAEHERE 831

The weighted average lessee’s incremental R=Z—NF— A — HBBALRERL
borrowing rate applied to lease liabilities HE & EE AR N AE AL EE

recognised in the statement of financial A FE H4.83%
position as at 1 January 2019 is 4.83%.

o
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(ii) The new definition of a lease

Under HKFRS 16, a lease is defined as a contract,
or part of a contract, that conveys the right
to use an asset (the underlying asset) for a
period of time in exchange for consideration. A
contract conveys the right to control the use of
an identified assets for a period of time when
the customer, throughout the period of use,
has both: (a) the right to obtain substantially
all of the economic benefits from use of the
identified assets and (b) the right to direct the
use of the identified asset.

For a contract that contains a lease component
and one or more additional lease or non-
lease components, a lessee shall allocate
the consideration in the contract to each
lease component on the basis of the relative
standalone price of the lease component and
the aggregate stand-alone price of the non-
lease components, unless the lessee apply the
practical expedient which allows the lessee to
elect, by class of underlying asset, not to separate
non-lease components from lease components,
and instead account for each lease component
and any associated non-lease components as a
single lease component.

The Group has elected not to separate non-
lease components and account for all each
lease component and any associated non-lease
components as a single lease component for all
leases in which the Group is a lessee.

(iii) Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease
as an operating lease or a finance lease based on
the extent to which risks and rewards incidental
to ownership of a lease asset lie with the lessor
or the lessee. If a lease is determined as an
operating lease, the lessee would recognise
the lease payments under the operating lease
as an expense over the lease term. The asset
under the lease would not be recognised in the
statement of financial position of the lessee.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ERALEE R b S B S

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RERE PR S M RRME

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

Under HKFRS 16, all leases (irrespective of
they are operating leases or finance leases)
are required to be capitalised in the statement
of financial position as right-of-use assets
and lease liabilities, but HKFRS 16 provides
accounting policy choices for an entity to
choose not to capitalise (i) leases which are
short-term leases and/or (ii) leases for which
the underlying asset is of lowvalue. The Group
has elected not to recognise right-of-use assets
and lease liabilities for low-value assets (the
Group has leased small office spaces, artificial
plants and photocopying machines) and leases
for which at the commencement date have
a lease term less than 12 months. The lease
payments associated with those leases have
been expensed on straight-line basis over the
lease term.

The Group recognised a right-of-use asset and a
lease liability at the date of adoption of HKFRS
16, i.e. 1 January 2019.

Right-of-use asset

The right-of-use asset should be recognised at
cost and would comprise: (i) the amount of the
initial measurement of the lease liability (see
below for the accounting policy to account for
lease liability); (i) any lease payments made
at or before the commencement date, less
any lease incentives received; (iii) any initial
direct costs incurred by the lessee; and (iv) an
estimate of costs to be incurred by the lessee
in dismantling and removing the underlying
asset to the condition required by the terms
and conditions of the lease, unless those costs
are incurred to produce inventories. The Group
measures the right-of-use assets applying a
cost model. Under the cost model, the Group
measures the right-of-use asset at cost, less any
accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of
lease liability.

RIFFBMBEHREERNF 165 -
FIEEE(THRAKEHEXRE
ME)ARP BN K E N RE
AREEELRMEERE H EFBM
BREEUF16FRERREHRS
AIBORIERE - ANEER () B REH
HENBER, R(NVEHEEERK
BENHEETENE - A&E
EEETHUEEEEE(XAKED
HENIRAZEZER - AEEDY
KAEEIH) AR R R A A A EH
PR12ARNEHERAERESR
ENHEAR BEZFHEHH
MEENRE R HEMARERA
X3 e

REBRRNE B P EIREER
F165BEH(BI = —NF— A —
RERERAEEEREESE -

EREEE
EREEERRKAERILAE
BN ERERENESRE

B ¢ (iR Fate B sk 2 A fE L
F AT 7 B 3508k B W B A (]
S 8RRE - ()R BEAELENER
FEEKA » R(v)EHEAREHR
IR RMGERERIBR T D8R
B E ER S EENEK
Ko BIRERADREERE
mEE ARSI « REBERBKA
BAECHREEE - REAN
B - AN B IR AR T A R At
WERETRMERIRTEERESR
E - URBHAERBENTAENT
EEHRE -
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Lease liability

The lease liability should be recognised at the
present value of the lease payments that are
not paid at the date of commencement of the
lease. The lease payments shall be discounted
using the interest rate implicit in the lease, if
that rate can be readily determined. If that rate
cannot be readily determined, the Group shall
use the Group’s incremental borrowing rate.

The following payments for the right-to-use the
underlying asset during the lease term that are
not paid at the commencement date of the lease
are considered to be lease payments: (i) fixed
payments less any lease incentives receivable:
(ii) variable lease payments that depend on
an index or a rate, initially measured using
the index or rate as at commencement date;
(iif) amounts expected to be payable by the
lessee under residual value guarantees; (iv) the
exercise price of a purchase option if the lessee
is reasonably certain to exercise that option;
and (v) payments of penalties for terminating
the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

Subsequent to the commencement date, a
lessee shall measure the lease liability by: (i)
increasing the carrying amount to reflect interest
on the lease liability; (ii) reducing the carrying
amount to reflect the lease payments made;
and (iii) remeasuring the carrying amount to
reflect any reassessment or lease modifications,
e.g., a change in future lease payments arising
from change in an index or rate, a change in
the lease term, a change in the in substance
fixed lease payments or a change in assessment
to purchase the underlying asset.
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For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RERE PR S M RRME

For the six months ended 30 June 2019 &EZ—Z—NFENA=1THIL/NES

(iv) Transition

As mentioned above, the Group has applied
HKFRS 16 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 presented in 2018 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 has recognised the lease liabilities at
the date of 1 January 2019 for leases previously
classified as operating leases applying HKAS
17 and measured those lease liabilities at the
present value of the remaining lease payments,
discounted using the lessee’s incremental
borrowing rate at 1 January 2019.

The Group has elected to recognise all the
right-of-use assets at 1 January 2019 for leases
previously classified operating leases under
HKAS 17 as if HKFRS 16 had been applied
since the commencement date, but discounted
using the lessee’s incremental borrowing rate
at the date of initial application. For all these
right-of-use assets, the Group has applied HKAS
36 Impairment of Assets at 1 January 2019 to
assess if there was any impairment as on that
date.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERGRESMBRREE

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

The Group has also applied the follow practical
expedients: (i) applied a single discount rate
to a portfolio of leases with reasonably similar
characteristics; (ii) exclude the initial direct costs
from the measurement of the right-of-use asset
at 1 January 2019; and (iii) used hindsight in
determining the lease terms if the contracts
contain options to extend or terminate the
leases.

In addition, the Group has also applied the
practical expedients such that: (i) HKFRS 16 is
applied to all of the Group's lease contracts that
were previously identified as leases applying
HKAS 17 and HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease; and
(i) not to apply HKFRS 16 to contracts that were
not previously identified as containing a lease
under HKAS 17 and HK(IFRIC)-Int 4.

4. USE OF JUDGEMENTS AND ESTIMATES

In preparing this unaudited condensed consolidated
interim financial statements, the significant
judgements made by the management in applying
the Group'’s accounting policies and the key sources
of estimation uncertainty were the same as those
that applied to 2018 annual financial statements,
except for new significant judgements and key
sources of estimation uncertainty related to the
application of HKFRS 16 as described in note 3.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEERERREM B RRME

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

5. REVENUE AND SEGMENT INFORMATION 5. ko HBER

The Group's operating activities are attributable to a REBENKEEHEENE — g
single operating segment focusing on research and DE  BERIAE AEREEEY
development, manufacturing and sales of biological BENEERERARMEE o g
reagents and auxiliary reproductive supplies and DETIARBARERE 2 G B ERR
equipment. This operating segment has been ZAHEBMERELERT - HEIR
identified on the basis of internal management reports AEERFHEMRAARRRES(AEEL
prepared in accordance with the Group's accounting ERRE)RENENEERTIEEM
policies. Information reported to the directors of S EIT - RARERERBESE
the Company, being the chief operating decision R BARRIN - i EEIR M E A
maker, for the purposes of resource allocation and BER -

assessment focuses on revenue analysis by major
products. No other discrete financial information is
provided other than the Group's results and financial
position as a whole.

The following is an analysis of the Group'’s revenue: T REREE W 2D

(a) Revenue from major products (a) FERK=

Three months ended 30 June  Six months ended 30 June

BZXA=tHL=MA BERBE=THLAMEA
2019 2018 2019 2018
“TNE 2 \F ZE-NF T)N\F
(unaudited) (unaudited) (unaudited) (unaudited)
(REEER) (KEER) (KEBR)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETRT ARETR

Sales of biological reagents HEEMEE
Male fertility IVD reagents SHTE BN HH A 5,343 6,092 9,624 10,861
Parasite antibody detection reagents 4B B 708 568 1,040 1,222
Epstein-Barr Virus antibody detection  EBm= 1312 168 246 363 431
reagents
Sales of auxiliary reproductive HERIER MR 348 474 609 850

supplies and equipment

Total st 6,565 7,380 11,636 13,364
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERGRESMBRREE

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

(b) Types of customers

Three months ended 30 June

(b) EF %5

BEAA=THLE=M@A

Six months ended 30 June

BEAA=THILAEA

2019 2018 2019 2018

“E-NE “Z-N\E “ET-NE —EN\E

(unaudited) (unaudited) (unaudited) (unaudited)

(REERZ)  (REER) (REFER)  (REER)

RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETRH

Distributors ok [ 3,898 3,973 6,323 7,000
Non-distributors I 2,667 3,407 5,313 6,364
Total 45t 6,565 7380 11,636 13,364

(c) 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 all of the Group’s non-current
assets are located in the PRC by physical location
of assets.

(d) Information about major customers

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

Three months ended 30 June

(c) tEMEFR

HREERRARHEE S RNEE
Z W 8 B MR & E R P
MNESDAEE ZIFRBEEINU
RAEAE - MW TSI D BE

% o

(d) FREXEEFNEHN

HEAAKSEAEEEEE
10% A EWEFPIT :

BZXA=1tHLE=FA

Six months ended 30 June

BERAZTALAEA

2019 2018 2019 2018

“FAF ZBE-NF F-NF C—ENF

(unaudited) (unaudited) (unaudited) (unaudited)

(k&) (K%  (KEF%R)  (REER)

RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETR

Customer A EPA 829 1,121 1,555 2,074

Other than Customer A, there was no revenue
from other customers individually contributing
over 10% of the total revenue of the Group for
the six months ended 30 June 2019 and 2018.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEELERRE VB RERME

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

6. OTHER INCOME 6. HaWw A

Three months ended 30 June  Six months ended 30 June
BEAA=THL=M@EA BERA=TALAEA
2019 2018 2019 2018
2N ZE-N\& ZE-NE ZEN\FE
(unaudited) (unaudited) (unaudited) (unaudited)
(REEER)  (REER) (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETRL ARBTTL

Government grants BT R 12 11 23 2
Bank interest income RITFIBHA 49 23 84 42
Sundry income HIEBA 9 17 9 36
70 51 116 100
7. OTHER GAINS AND LOSSES 7. HEkBREE

Three months ended 30 June  Six months ended 30 June
BEAAZTHL=MEA BERA=TALAER
2019 2018 2019 2018
ZE-NE “E-N\%F “Z-NE “F-N\%&
(unaudited) (unaudited) (unaudited) (unaudited)
(REER%)  (REER) (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETT AREBTT ARETR

Foreign exchange losses (gain) R EE (&) (489) (282) 179 (181)

Gain on disposal of property, plant and HENE BERREZ
equipment Wigs (10) = (10) =
(499) (282) 169 (181)

8. IMPAIRMENT LOSSES, NET OF REVERSAL 8. R{EEE & HIREE

Three months ended 30 June  Six months ended 30 June
BEAA=THL=MEA BEAR=THILAER
2019 2018 2019 2018
“Z-NE ZE-)\f ZE-NFE ZE)\F
(unaudited) (unaudited) (unaudited) (unaudited)
(REgER) (REER) (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARBTTL ARBTT  ARETR ARBTTL

Impairment losses recognised (reversed) on B #ERA(E&E)BERE

— trade receivables —-BS5RNFHE 145 23 (473) (120)
- other receivables —EfRkE - (94) (23) (©)
145 (71) (496) (129)
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

&

S TALLE RS Ypr S e

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

9.

INCOME TAX EXPENSE

9. FIfEHiRX

Three months ended 30 June

BEAA=THL=MA

Six months ended 30 June

BEAA=tHLAEA

2019 2018 2019 2018
—ENE S ZEF ZENE ZEAF
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (KEER) (KEBR)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARET:
PRC Enterprise Income Tax (“EIT") HE B EREN
(IEEMmEHR])
Current tax EDEAE I 316 588 447 904

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

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

10. PROFIT FOR THE PERIOD 10. HARi&E F

Three months ended 30 June  Six months ended 30 June
BEAAZTHL=MEA BERAZTHLAER
2019 2018 2019 2018
“EFAF OZENF OZEAF ZENR
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (KEER) (KEBR)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARET:

Profit for the period has been arrived at  EIPOEFIFAINR FHI& B4

after charging: it
Auditor's remuneration wEime 300 165 600 330
Amortisation of intangible assets B EEEH 88 88 176 176
Depreciation of property, plant and W% - BERSETE

equipment 408 322 765 642
Deprediation of right-of-use assets EREEENE 110 - 220 -
Rental expenses in respect of rented ReHERTHENRCH

premises under operating lease ERY 106 122 212 244
Directors’ emoluments ) 264 114 551 228
Other staff costs EfETRA

Salaries, bonuses and other benefits ¥4 TAREMER 1,755 1,392 3,481 2,652

Retirement benefit schemes BB BIE T

contributions 349 172 540 338

Total staff costs BTRKA 2,368 1,678 4,572 3218
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEERERREVM B RRME

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

11. DIVIDEND 11. RE
No dividend was paid or declared by the Group BHE_ZT-N\FRZZE-NFA=T
during the six months ended 30 June 2019 and BIEAREAR  AEEHERNHEIR
2018, nor has any dividend been proposed since EARE - REREHRTEEZZIKR
the end of the reporting period. HERAR S ©

12. EARNINGS PER SHARE 12. BIREF
The calculation of the basic earnings per share is BRERBNOFTETERATEIE :

based on the following data:

Three months ended 30 June  Six months ended 30 June
BEAA=THLE=MEA HBEARA=THLAER
2019 2018 2019 2018
“Z-NE Z—E-)\f Z—E-NFE Z—E)N\F
(unaudited) ~ (unaudited) (unaudited)  (unaudited)
(REEER) (REER) (REER)  (REER)
ARBETTL ARBTL  ARETn ARBTTL

Profit: A
Profit for the period attributable to the T E&ZRERRFIFTF
owners of the Company for the KRR EBAELS
purpose of basic earnings per share yiavil 3N 2,263 223 2,033
‘000 ‘000 ‘000 ‘000
T T T T
Number of shares: RDEE :
Weighted average number of ordinary STEEREARRT
shares of the Company in issue for the ~ FTRAAREE(T
purpose of basic eamings per share L E AR NE T E 400,000 300,000 400,000 300,000
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13.

14.

AEEZERFES P BHRRM

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

The number of ordinary shares of the Company in
issue for the purpose of calculating basic loss per
share has been determined on the assumption that
the Group Reorganisation and Capitalisation Issue
has been effective on 1 January 2018.

No diluted loss per share for the six months ended
30 June 2019 and 2018 was presented as there were
no potential ordinary shares in issue during the six
months ended 30 June 2019 and 2018.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019 the
Group acquired property, plants and equipment of
approximately RMB595,000 (six months ended 30
June 2018 approximately RMB827,000).

INTANGIBLE ASSETS

13.

AEEBRERNEBRMARNARDETE
BREE DRREEEANME R
TR-ZZE—-\F—-A—BRELEHUME
E o

HERBE-T-\FR-_FT-AFX
A=+RIERNERABEED BITER
KR BRBE_ZE-N\FR_ZF—AN
FRNA=ZTHIENEA L EL S| SR
SBEE o

W% BMERRE

RELE=—ZF—NFAAA=ZTHILEANE
A XAXEEEEYE  BEREZRBD
AR #595,000 (B 1lE=—F—\F/~A
=-+H1ENER: HARKE-807,000) °

14. B EE

Development costs

EREK A
RMB’000
ARETTT
COST (D&
At 31 December 2018 RZE—NF+=ZA=+—H 3,955
Additions NE 266
At 30 June 2019 R-ZZE—NFA=1+H 4,221
AMORTISATION By
At 31 December 2018 R-ZE—N\F+-_A=1+—H 1,037
Provided for the period B 176
At 30 June 2019 RZE—NEXA=+H 1,213
CARRYING VALUES AREE
At 30 June 2019 R-_Z—NFA=1H 3,008
At 31 December 2018 RZE—N\F+=ZH=1+—H 2,918

Development costs are internally generated and has
finite useful lives and amortised on a straight- line
basis over 5 years.

BRAATDNARELE - AFRATHA
FR - WRSFRIREKREH -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERGRESMBRREE

For the six months ended 30 June 2019 #Z—Z—hEXA=1+HIL/NEA

15. TRADE RECEIVABLES 15. EZ EWFIE
31 December
30 June 2019 2018
—E-NF —ZT—)\F
~NA=+H +t=ZA=+—H
(unaudited) (audited)
(REEEZ) (Re&EZ)
RMB'000 RMB’000

AREETT ARBTT

Trade receivables B 5 EWGOR 13,123 13,532
Less: allowance for credit losses B EE R (2,351) (2,824)
Total @t 10,772 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 aging analysis of trade receivables
presented based on the dates of delivery of goods.

—RmE  AEEBERRERRN
AIRRPWEZE MAMEREE
FEATRELOMBERER - BT
EHREFEME ' 2EEHERTERIE
EHBERATRZERFPRNER ' B
F%Ezi?%:}%oimoﬂﬂ*ﬁﬁﬁ i
WEREAEFRHEEH

§<ﬁ El H2 7MW E 5 RIKFURRK

31 December

30 June 2019 2018
—E-hEF —E-N\F
A~NA=+H +t=ZA=+—8H
(unaudited) (audited)
(REEEZ) (Re&E%)

RMB‘000 RMB'000

ARETT ARETT

0 - 30 days 0Z30% 1,488 2,584
31 - 90 days 31E90K 3,493 3,103
91 — 180 days 91 £ 180K 2,638 2,497
Over 181 days HBiE181K 3,153 2,524

10,772 10,708
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEELERRE VB RERME

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

16. TRADE PAYABLES 16. EZEBIRE
In general, the Group will make advance payment BE - ANEES TS ME R M HE
to suppliers before the materials are received. Some PETENRIE - FHHEFNAIEEFE
of the suppliers may deliver the materials to the NEBBERATHEMEINTFAESR -
Group without requesting advance payment and a ZEREFERENFI0REIOKRZ
credit period ranged from 30 to 90 days is granted EEH -

by these suppliers.

The following is an aging analysis of trade payables ERERANE ZENFIENRE S
presented based on the invoice date: M -

31 December

30 June 2019 2018
—E-nF —E-N\F
~NA=+H +=ZA=+—8H
(unaudited) (audited)
(REEZ) (fe&%)

RMB'000 RMB’000

ARETT ARETT

0 — 30 days 0Z=30K 154 320
31 - 90 days 31E290K 146 81
Over 90 days EBIAI0K 537 526

837 927
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERGRESMBRREE

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

17. SHARE CAPITAL 17. R
Number
of share Amount Amount
B’HEE G| |
HK$ RMB’000
BT ARET T
Authorised ordinary shares BR0.01BTZEE
at HK$0.01 per share: ZRER
At 3 August 2017 (date of —E—+®\A=H
incorporation) and 31 December (A B ER) &
2017 —E—+F+=HA
==Ig 38,000,000 380,000 316
Increased on 26 November 2018 R-ZE—N&E+—A
(Note i) —+RBEM
(Bai) 962,000,000 9,620,000 8,535
At 31 December 2018 (audited) R-Z—N\F+_-A
and 30 June 2019 (Unaudited) =+—B(&ER)
Rk =—F—NFA
=THCREERZ) 1,000,000,000 10,000,000 8,851
Issued and fully paid ordinary BRO.MIBIZERTR
shares at HK$0.01 per share: WELSER
At 3 August 2017 (date of “E—+FN\HA=H
incorporation) Gailipava=p:) 1,000 10 =
Share allotments [RE3n] 11,500 115 =
At 31 December 2017 RZE—+t&F+=A
=+—H 12,500 125 =
Issue of shares pursuant to the REBEE A EITET
Capitalisation Issue (Note ii) & fn (B i) 299,987,500 2,999,875 2,632
Issue of shares under the BER O BEETRGD
share offer (Note iii) (B &Eii) 100,000,000 1,000,000 877
At 31 December 2018 (audited) RZZE—\F+=A
and 30 June 2019 (Unaudited) =+—H(&EER)
k=—F—nFA
=T+HRCREER) 400,000,000 4,000,000 3,509
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

&

RERE PR S M RRME

For the six months ended 30 June 2019 #Z—Z— N F/ X A=1+HIL/~EA

Notes:

(i)

(ii)

(iii)

On 26 November 2018, the authorised share capital
of the Company was increased from HK$380,000
divided into 38,000,000 shares of HK$0.01 each to
HK$10,000,000 divided into 1,000,000,000 shares
of HK$0.01 each by the creation of an additional
962,000,000 new shares of HK$0.01 each ranking
pari passu with the existing shares in all respects.

On 13 December 2018, the Company capitalised the
amount of HK$2,999,875 standing to the credit of
the share premium account of the Company and
applied the amount towards paying up in full at par
299,987,500 shares for allotment and issue to the
shareholders (“Capitalisation Issue”).

On 13 December 2018, the Company issued
100,000,000 shares of HK$0.01 each at HK$0.5
per share upon the completion of its share offer. On
the same date, the Company’s shares were listed on
GEM of the Stock Exchange.

18. CAPITAL COMMITMENTS

GER

(i)

(ii)

(iii)

RZZE—NFE+—A=+~H K
A B) YA FEB% AN F1 380,000 7t A
38,000,000 ik B Ik Em {H0.01 B Tt 2
B& (D ) & IR FEFR A 5 B R B IR 1D
= H RS #EH962,000,000 % & i%
EEOI BT 2B B EMLINE
10,000,000/ 7.( % 4 1,000,000,000
i F I EEO.01E T Z D) °

RZEBE—N\FE+-_A+=8 " &xRQ
ABARRRDEERNERSSE
2,999,875 B L E AL - WHEA Lt
SRR A UE M) AR B AL 2 R BT HY
299,987,500/ % (7 ([ EA{L 34T ) ©

RZZE—NE+_A+=8 ' xQF
RERRD B E TR B IR T IR0.5E T
77100,000,000 % & i% @ 1£0.01 78 7T
FRRHD - AB - AQRBRDE AT
GEM_ETH

18. EAEIE

30 June 31 December

2019 2018

—EhF —E-N\F

~NA=+8 +t=—A=+—8

(unaudited) (audited)

(REEER) (FEE=Z)

RMB’000 RMB'000

ARETT ARET T
Capital expenditure in respect of the HEEME  BERZE
acquisition of property, plant and Z BRI HELEREE
equipment contracted for but not B T 3R 3R 5T 4R 2 B AN

provided in the consolidated financial 5
statements 322 329
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEERERREVM B RRME

For the six months ended 30 June 2019 #Z—Z—NF/XA=1HIL/~EA

19. RELATED PARTY TRANSACTIONS 19. BEFRS
Save as disclosed elsewhere in the unaudited BRI EIZ AR S B ISk E fth i
condensed consolidated financial statements, the AZEEIN BE_T-NFRZZT
Group had entered into following transactions with —N\NFRA=THIEXREAR r xEE
its related party during the six months ended 30 BHEBERI VA TR

June 2019 and 2018:

Six months ended 30 June

BiEAA=1THIEAEA

2019 2018
—TNF —EB)N\EF
(unaudited) (unaudited)
(REEEZ) (R EZ)

RMB'000 RMB’000

ARETT ARETT

Rental and utilities expenses paid to ERYIBEFH 2HE R

Shenzhen Junxuan NHRAZ 415 430
Shenzhen Junxuan is the ultimate holding company HE_ZT-NFERZE-—NFA=T
of Shenzhen Huakang prior to the completion of HIERER r RERERSEH(ERR
the Group Reorganisation as defined in Note 2 and BfizE2) Al - IRV B RIRYIER 2 &
Shenzhen Junxuan is ultimately controlled by Mr. I N BA RSFEINESF B AR T RFE
Zhang, the director of the Company and Shenzhen YIZE B 2 T B oREE Yt S E A A o

Huakang, during the six months ended 30 June
2019 and 2018.

Compensation of key management personnel FEEEASFHM

The emoluments of executive directors as key HITEEEAAEEETEEEAB)H
management personnel of the Group during the EE-NFRZF-N\FAHA=TH
six months ended 30 June 2019 and 2018 were IEEA 2 #FBa T

as follows:

Six months ended 30 June

BiEAA=THIEAEA

2019 2018
—E-NF —E—)\F
(unaudited) (unaudited)
(REEEZ) (RE&EZ)

RMB‘000 RMB'000

ARETT ARETT

Short-term benefits =R A 382 200
Post-employment benefits RIRERF 38 28
420 228
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