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FINANCIAL HIGHLIGHTS

Six months ended 30 June

2021
RMB’ 000
(Unaudited)

2020

RMB’ 000
(Unaudited)

Revenue 1,186,791 981,240 20.9%
Gross profit 239,889 194,179 23.5%
Profit for the period 77,361 36,092 114.3%
Profit attributable to owners of the parent 78,887 38,281 106.1%
Adjusted profit for the period (Note) 90,683 61,674 47.0%
Adjusted profit attributable to owners of

the parent (Note) 92,209 63,863 44.4%
Earnings per share
Basic (RMB cents) 5.96 2.87 3.09
Diluted (RMB cents) 5.88 2.86 3.02
Adjusted basic earnings per share

(RMB cents) 6.97 4.79 2.18
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FINANCIAL HIGHLIGHTS (CONTINUED)

For the six months ended 30 June 2021 (the “Reporting Period”), the Group
achieved a revenue of RMB1,186,791 thousand, which represented an increase of
20.9% as compared to the same period of 2020. Such increase was primarily due to
the recovery in end customers’ demand for in vitro diagnostic (“IVD") products as
the operation of hospitals got back to normal when impact of the coronavirus disease
("COVID-19") diminished, which had a positive influence on the profitability of the
Group’s IVD products distribution business.

Profit of the Group for the Reporting Period also recorded a significant increase of
114.3% as compared to the same period of 2020. Such significant increase was
primarily due to (i) the recovery of revenue as detailed above; (ii) the increase in gross
profit margin and (iii) expenses in relation to share options amounting to RMB25,582
thousand for the six months ended 30 June 2020. Factors above were partially offset
by the expenses in relation to employee share-based compensation benefits under
a share award scheme adopted on 19 May 2020 (the “Share Award Scheme”)
amounting to RMB13,322 thousand for the Reporting Period.

Note: Adjusted profit for the period and adjusted profit attributable to owners of the parent
are non-GAAP financial measures and are calculated by profit for the period and profit
attributable to owners of the parent excluding expenses in relation to employee share-
based compensation benefits under the Share Award Scheme and expenses in relation
to share options. Adjusted profit is used to exclude the impact of non-operating items
which affect the results presented in the financial statements but are not indicative of the
operating performance of the Group, so as to provide the shareholders of the Company (the
“Shareholders”) and potential investors with useful supplementary information to assess the
performance of the Group's core operations.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OVERVIEW

The Group is a leading distributor of IVD products in the People’s Republic of China
(“PRC"). The Group has also engaged in the research, development, manufacturing
and sales of its self-branded IVD products under the brand name “f/a”. The Group
has been able to increase its market share and profits steadily by taking advantage
of its competitive and diverse product portfolio, extensive distribution network and

hospital coverage.

During the Reporting Period, the Group recorded a revenue of RMB1,186,791
thousand, representing an increase of 20.9% as compared to the corresponding
period of 2020. The Group’s profit for the period increased by 114.3% to RMB77,361
thousand.

Business Segments

The Group’s business can be broadly categorised into the following three segments:

e Distribution Business

The distribution of IVD products forms the cornerstone of the Group's business. It
primarily involves the trading of IVD analysers, reagents and other consumables to
customers such as distributors, hospitals and healthcare institutions and logistics
providers. The Group's distribution of IVD products was primarily conducted
through Vastec, a wholly-owned subsidiary of the Company. Vastec is primarily
engaged in the distribution of Sysmex’ haemostasis products in the PRC, it has
been the sole national distributor of Sysmex’ haemostasis products with exclusive
distribution rights in the PRC since 1997 and also procures a diversified portfolio
of IVD products from other leading international brands for distribution in the
PRC.

The Group also provides 4 Thrombotic Markers (Note) products manufactured by
Sysmex to the market. These products adopt high sensitive chemiluminescence
technology, which may facilitate early diagnosis of thrombosis and fibrinolysis.

Note: 4 Thrombotic Markers refer to: 1) TAT: Thrombin-antithrombin complex %5 M — #15 ME§
¥AY  2) PIC: Plasmin-a2-plasmin inhibitor complex = &8 —a2 AUARIDHMESY -
3) TM: Thrombomodulin MA2#EIZE R * 4) t-PAI-C: Tissue plasminogen activator/plasminogen
activator inhibitor-1 complex AB#&4 /S B8 REEY — B RBEWIHIE —1 EE&M
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

In addition, the Group provides solution services to the clinical laboratories
of hospitals. This has enabled the Group to establish and maintain direct
relationships with local medical practitioners so as to keep the Group close to the
frontline of the medical practice and the market demand of IVD products. In the
first half of 2021, the Group provided solution services to seven Class Il hospitals
in the PRC. Solution services contributed revenue of RMB96,957 thousand
for the Reporting Period, representing an increase of 80.8% as compared to
RMB53,630 thousand for the six months ended 30 June 2020. Such increase was
primarily due to the recovery in end customers’ demand for IVD products and
solution services were provided to two new hospitals for the Reporting Period as
compared to the corresponding period of 2020.

Through years of operations, the Group has established an expansive distribution
network across 29 provinces, municipalities and autonomous regions in the PRC
with an extensive hospital coverage. As of 30 June 2021, the Group had 197
(as of 30 June 2020: 187) direct customers, including hospitals and healthcare
institutions, and 966 (as of 30 June 2020: 828) distributors in its established
distribution network.

Maintenance Services

Apart from distributing IVD products in the PRC, the Group also derived its
revenue from providing maintenance services to end customers of Sysmex’
haemostasis analysers in the PRC. In 2017, Vastec entered into a maintenance
services agreement with Sysmex to provide maintenance services to haemostasis
analysers procured by its end customers. The maintenance services provided by
Vastec generally include maintenance and repair services, installation services
and end customer trainings. Vastec primarily provides its maintenance services
to hospitals and healthcare institutions. During the Reporting Period, the
maintenance services business has been sustainably and steadily developing.

Self-branded Products Business under Brand Name “[R/2"

The Group has also engaged in the research, development, manufacturing and
sales of IVD analysers and reagents under its own brand. The Group’s self-
branded IVD reagents were manufactured by the Group’s operating subsidiary
Suzhou DiagVita Biotechnology Co., Ltd. and the Group’s IVD analysers were
produced by the Group’s original equipment manufacturer. The Group distributes
its self-developed IVD products under its own brand which includes IVD analysers
and reagents primarily under the IVD testing category of Point-of-care testing
("POCT").
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

INDUSTRY OVERVIEW

The continual growth of the healthcare market in the PRC is driven by a combination
of favourable socioeconomic factors including (i) the growth of PRC population’s
disposable income and spending on healthcare, (ii) the increase of the overall PRC
population and the accelerated ageing population, (iii) the expansion of the PRC
economy, and (iv) strong support from the PRC government on healthcare spending
as well as on continuous technological innovation. The Group expects there will be a
significant growth potential for the healthcare market, especially the medical device
market in the PRC. The integrated distribution value chain of the Group will provide
strong support for the Group’s development in the future.

According to Frost & Sullivan, by 2024, PRC IVD market at ex-factory price level is
expected to reach RMB195.7 billion with a compound annual growth rate (“CAGR")
of 17.8% during 2019 to 2024. In the future, IVD market is expected to grow with
the aggravating trend of ageing population, the growth of medical expenses per
capita and the progress of technology development.

PRC IVD market can be divided into six major segments based on the testing
principles: haematology and body fluid, clinical chemistry, immunoassay, molecular,
microbiology and POCT. Immunoassay, clinical chemistry and haematology and body
fluid analysis are the top three categories with the broadest clinical application.
According to Frost & Sullivan, immunoassay, clinical chemistry and haematology
and body fluid test in aggregate accounted for approximately 64.9% of the market
share in the PRC IVD market. Haematology and body fluid test includes haemostasis
analysis and urinalysis, which ranked third in the PRC IVD market by revenue in 2019,
representing a market share of approximately 14.3%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Haemostasis analysis IVD market in the PRC at ex-factory price level reached RMB4.8
billion in 2019, and the market is highly concentrated. Top three market players
dominate the market with a cumulative market share of 81.7%. Sysmex is the market
leader by sales revenue, with a total market share of 42.0% in 2019 and penetration
rate of 74.0% among China Top 100 Hospitals selected by Hospital Management
Institute, Fudan University on 10 November 2019.

Sales revenue of haemostasis analysis VD products generated by tier 1 distributors in
the PRC reached RMB5.5 billion in 2019. By 2024, PRC tier 1 distributed haemostasis
analysis IVD market is projected by Frost & Sullivan to reach RMB7.8 billion in terms
of sales revenue with a CAGR of 7.2% during 2019 to 2024.

BUSINESS OUTLOOK AND DEVELOPMENT STRATEGIES

The Company was successfully listed on the Stock Exchange on 12 July 2019, which
provided the Group with a good opportunity to develop in the future. With the
help of the capital market, the Group will consolidate its leading position in the IVD
industry in the PRC and adopt active development strategies, including but not limited
to the following:

Expand product portfolio, the reach of distribution network and hospital
coverage

To capitalise on the high growth potential in the IVD market, the Group aims
to continuously expand its product portfolio by diversifying product categories,
increasing brand coverage, and expanding the breadth of its distribution network
and hospital coverage. To achieve these purposes, the Group intends to (i) establish
and maintain relationship with well-known IVD manufacturers and suppliers by way
of stocking sufficient target IVD products to secure more distribution rights; (ii)
strengthen its relationship with hospitals in urban areas, community clinics at the
provincial and municipal levels and other customers in rural areas; and (iii) establish
a new department and hire more sales personnel to manage the expansion of its
distribution coverage.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Continue to develop its distribution business by enhancing its capacity in
providing solution services

The Group has been providing solution services to hospitals in the PRC since 2013.
By being the general supplier of the clinical laboratory department in such hospitals,
the Group participates in the design of laboratory layout, provides centralised
procurement of IVD products, conducts real-time inventory monitoring and provides
other after-sale services to clinical laboratories. Through years of operations, the
Group has accumulated a wealth of operational experience and a diversified product
portfolio, thus being able to promote the same to other hospitals and healthcare
institutions. In order to capture the aforementioned trends and opportunities, the
Group intends to provide solution services to two new hospitals in 2021. The Group
plans to hire more sales personnel to manage the promotion and marketing of
solution services of the Group and to stock sufficient IVD products of various brands
to strengthen the Group’s advantages in centralized procurement. In addition, the
Group intends to continuously participate in national and local IVD symposiums and
academic conferences to enhance brand awareness.

Further improve research and development capabilities of the Group and
accelerate the expansion of self-branded products customer base

Strong research and development capabilities are critical to securing future
development and sustainable growth of the Group. The Group intends to invest more
resources to further improve its research and development capabilities by acquiring
equipment, instruments and hiring experts in the relevant fields. The Group will
engage in research projects to further develop its self-branded IVD products which
are of promising market potential. The Group is also keen to further strengthen its
product quality management, and optimise the performance and applicability of self-
developed products to improve market competitiveness. With a high cost performance
ratio of own brand/domestic products, the Group will be able to penetrate the mid
to low-end market and to establish a broader customer base consisting of medical
institutions in second or third-tier cities or those at grassroots level.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW
Overview

The financial summary set out below is extracted or calculated from the unaudited
interim condensed consolidated financial statements of the Group for the Reporting
Period which were prepared in accordance with International Accounting Standard 34
Interim Financial Reporting.

During the Reporting Period, the Group recorded revenue of RMB1,186,791
thousand, representing an increase of RMB205,551 thousand or 20.9% as compared
to the corresponding period of 2020.

During the Reporting Period, the Group recorded a net profit for the period of
RMB77,361 thousand, representing an increase of RMB41,269 thousand or 114.3%
as compared to the corresponding period of 2020. Profit attributable to owners of the
parent amounted to RMB78,887 thousand, representing an increase of RMB40,606
thousand or 106.1% as compared to the corresponding period of 2020.

During the Reporting Period, the Group recorded adjusted profit for the period of

RMB90,683 thousand, representing an increase of RMB29,009 thousand or 47.0% as
compared to the corresponding period of 2020.

IVD Medical Holding Limited Interim Report 2021 11



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For the six months ended 30 June

2021 2020 Change
RMB’000 RMB’'000

Operating Results
Revenue 1,186,791 981,240 20.9%
Gross profit 239,889 194,179 23.5%
Earnings before interest and

depreciation and amortisation

(EBITDA) 146,667 90,681 61.7%
Profit for the period 77,361 36,092 114.3%
Profit attributable to owners of

the parent 78,887 38,281 106.1%
Adjusted profit for the period

(Note 1) 90,683 61,674 47.0%
Adjusted profit attributable to

owners of the parent (Note 1) 92,209 63,863 44.4%

Financial Ratios
Gross profit margin (%) (Note 2) 20.2% 19.8% increased by
0.4 percentage
point
Net profit margin (%) (Note 2) 6.5% 3.7% increased by
2.8 percentage
point
Adjusted profit for the period 7.6% 6.3% increased by
margin (%) (Note 3) 1.3 percentage
point
Return on assets (%) (Note 2) 1.9% 0.9% increased by
1.0 percentage
point
Return on equity (%) (Note 2) 2.7% 1.4% increased by
1.3 percentage
point

Average turnover days of trade

receivables (days) (Note 2) 66 66 0
Average turnover days of inventory

(days) (Note 2) 105 154 (49)
Average turnover days of trade

payables (days) (Note 2) 53 61 (8)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

30 June [EANPEICC gl Change
2021 2020
RMB’000 RMB'000

Financial Position

Total assets 4,251,208 3,907,096 8.8%
Equity attributable to owners of the parent 2,898,646 2,851,153 1.7%
Cash and cash equivalents 873,565 788,613 10.8%

Financial Ratios

Current ratio (times) (Note 2) 2.1 3.0 (0.9)
Quick ratio (times) (Note 2) 1.6 2.3 (0.7)
Debt to equity ratio (times) (Note 2) 0.2 0.1 0.1
Note 1:  Adjusted profit for the period and adjusted profit attributable to owners of the parent

Note 2:

Note 3:

are non-GAAP financial measures and are calculated by profit for the period and profit
attributable to owners of the parent excluding expenses in relation to employee share-based
compensation benefits under the Share Award Scheme and expenses in relation to share
options.

Gross profit margin equals gross profit divided by revenue.
Net profit margin equals net profit divided by revenue.
Return on assets equals net profit divided by average total assets during the reporting period.

Return on equity equals net profit attributable to owner of the parent divided by average
equity attributable to owner of the parent during the reporting period.

Average turnover days of trade receivables equal to the average of the opening and closing
balances of receivables of the reporting period divided by revenue and multiplied by 181
days.

Average inventory turnover days equal to the average of the opening and closing balances of
inventories of the reporting period divided by cost of sales and multiplied by 181 days.

Average turnover days of trade payables equal to the average of the opening and closing
balances of trade payables of the reporting period divided by cost of sales and multiplied by
181 days.

Current ratio equals total current assets divided by total current liabilities as at the end of the
reporting period.

Quick ratio equals total current assets less inventories divided by total current liabilities as at
the end of the reporting period.

Debt to equity ratio equals total debt divided by total equity as at the end of the reporting
period. Debt means interest-bearing borrowings.

Adjusted profit for the period margin is calculated by adjusted profit for the period (the
calculation method is the same as set out in Note 7 above), a non-GAAP financial measures,
divided by the revenue for the period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Revenue

Revenue of the Group amounted to RMB1,186,791 thousand for Reporting Period,
representing an increase of 20.9% compared to RMB981,240 thousand for the six
months ended 30 June 2020. Such increase was primarily due to the recovery in end
customers’ demand for IVD products as the operation of hospitals got back to normal
when impact of the COVID-19 diminished, which had a positive influence on the
profitability of the Group’s IVD products distribution business.

Revenue by business segment

The table below sets out the breakdown of the Group’s revenue by business segment
for the periods indicated:

For the six months ended 30 June

Business segment 2021 2020 Change
RMB’000 8 RMB'000 %

Distribution business 1,124,314 94.7 912,447 93.0 23.2%
Consultancy and

maintenance services 60,489 5.1 68,055 6.9 (11.1%)
Self-branded products

business 1,988 0.2 738 0.1 169.4%
Total 1,186,791 100.0 981,240 100.0 20.9%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Revenue by product type

The table below sets out the breakdown of the Group’s revenue generated from
distribution business and self-branded products business by product type for the

periods indicated:

For the six months ended 30 June

RMB’000 % RMB'000 %
IVD analysers
— Distribution business 166,153 14.8 239,477 26.2 (30.6%)
— Self-branded products
business 143 0.0 - 0.0 100.0%
Subtotal 166,296 14.8 239,477 26.2 (30.6%)
IVD reagents and other
consumables
— Distribution business 958,161 85.0 672,970 73.7 42.4%
— Self-branded products
business 1,845 0.2 738 0.1 150.0%
Subtotal 960,006 85.2 673,708 73.8 42.5%
Total 1,126,302 100.0 913,185 100.0 23.3%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Revenue by channel

The table below sets out the breakdown of the Group’s revenue generated from
distribution business and self-branded products business by sales channels for the
periods indicated:

For the six months ended 30 June

Sales channel 2021 2020 Change
RMB’000 8 RMB'000 %

Distribution business

— Distributors 922,679 82.0 780,337 85.4 18.2%
— Hospitals and healthcare

institutions 144,491 12.8 95,920 10.5 50.6%

— Logistics providers 57.144 5.0 36,190 4.0 57.9%

Subtotal 1,124,314 99.8 912,447 99.9 23.2%

Self-branded products

business
— Distributors 1,982 0.2 738 0.1 168.6%
— Hospitals and healthcare
institutions 6 0.0 - 0.0 100.0%
Subtotal 1,988 0.2 738 0.1 169.4%
Total 1,126,302 100.0 913,185 100.0  23.3%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Cost of sales

Cost of sales of the Group amounted to RMB946,902 thousand for the Reporting
Period, representing an increase of 20.3% compared to RMB787,061 thousand for
the six months ended 30 June 2020. Such increase was primarily due to the recovery
in end customers’ demand for IVD products as the operation of hospitals got back to
normal when impact of the COVID-19 diminished.

Cost of sales by business segment

The table below sets out the breakdown of the Group’s cost of sales by business
segment for the periods indicated:

For the six months ended 30 June

Business segment 2021 2020 Change
RMB’000 8 RMB'000 %

Distribution business 913,937 96.5 755,008 96.0 21.0%
Consultancy and

maintenance services 32,055 3.4 31,754 4.0 0.9%
Self-branded products

business 9210 0.1 299 0.0 204.3%
Total 946,902 100.0 787,061 100.0 20.3%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Cost of sales by product type

The table below sets out the breakdown of the Group’s cost of sales for distribution
business and self-branded products business by product type for the periods
indicated:

For the six months ended 30 June

Product type 2021 2020 Change
RMB’000 8 RMB'000 %

IVD analysers

— Distribution business 143,233 15.7 218,730 29.0 (34.5%)
— Self-branded products

business 122 0.0 - 0.0 100.0%

Subtotal 143,355 15.7 218,730 29.0 (34.5%)

IVD reagents and other
consumables

— Distribution business 770,704 84.2 536,278 71.0 43.7%
— Self-branded products
business 788 0.1 299 0.0 163.5%
Subtotal 771,492 84.3 536,577 71.0 43.8%
Total 914,847 100.0 755,307 100.0 21.1%

Gross profit and gross profit margin

Gross profit represents revenue less cost of sales. Gross profit of the Group amounted
to RMB239,889 thousand for the Reporting Period, representing an increase of
23.5% as compared to RMB194,179 thousand for the six months ended 30 June
2020. Such increase was primarily due to the recovery in end customers’ demand for
IVD products as the operation of hospitals got back to normal when impact of the
COVID-19 diminished.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Gross profit margin is calculated as gross profit divided by revenue. Gross profit
margin of the Group was 20.2% for the Reporting Period, increased from 19.8% for
the six months ended 30 June 2020, which was primarily due to the increase in the
proportion of sales of IVD reagents and other consumables products with relatively
higher gross profit margin, and the decrease in the proportion of sales of IVD
analysers products with relatively low gross profit margin.

Gross profit and gross profit margin by business segment

The table below sets out the breakdown of the Group’s gross profit and gross profit
margin by business segment for the periods indicated:

For the six months ended 30 June

Business segment 2021 2020
Gross Gross
Gross profit Gross profit
profit margin profit margin

RMB’000 8 RMB'000 %

Distribution business

- IVD analysers 22,920 13.8 20,747 8.7 10.5%
- IVD reagents and other

consumables 187,457 19.6 136,692 20.3 37.1%

Subtotal 210,377 18.7 157,439 17.3 33.6%

Consultancy and
maintenance services 28,434 47.0 36,301 53.3 (21.7%)

Self-branded products

business
— IVD analysers 21 14.7 = = 100.0%
— VD reagents and other
consumables 1,057 57.3 439 59.5 140.8%
Subtotal 1,078 54.2 439 59.5 145.6%
Total 239,889 20.2 194,179 19.8 23.5%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Gross profit and gross profit margin by product type

The table below sets out the breakdown of the Group’s gross profit and gross profit
margin for distribution business and self-branded products business by product type
for the periods indicated:

For the months ended 30 June

Product type 2021 2020
Gross Gross
Gross profit Gross profit
profit margin profit margin
RMB’000 8 RMB'000 %

IVD analysers

— Distribution business 22,920 13.8 20,747 8.7 10.5%
— Self-branded products

business 21 14.7 - - 100.0%

Subtotal 22,941 13.8 20,747 8.7 10.6%

IVD reagents and other
consumables

— Distribution business 187,457 19.6 136,692 20.3 37.1%
— Self-branded products
business 1,057 57.3 439 59.5 140.8%
Subtotal 188,514 19.6 137,131 20.4 37.5%
Total 211,455 18.8 157,878 17.3 33.9%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Other income and gains

Other income and gains of the Group amounted to RMB14,789 thousand for
the Reporting Period, representing an increase of 87.1% compared to RMB7,906
thousand for the six months ended 30 June 2020. Such increase was primarily due to

the increase of government subsidies.

For the six months ended 30 June

2021
RMB’000

2020
RMB'000

Other income

Bank interest income 707 1,416
Rental income - 172
Gain on disposal of items of property,

plant and equipment 25 -
Government subsidies 13,392 4,563
Others 651 273
Subtotal 14,775 6,424
Gains
Foreign exchange differences, net - 1,482
Gain on modification of lease contracts 14 -
Total 14,789 7,906

Selling and distribution expenses

Selling and distribution expenses of the Group amounted to RMB46,277 thousand
for the Reporting Period, representing an increase of 15.9% compared to RMB39,916
thousand for the six months ended 30 June 2020. Such increase was in line with the

growth of revenue of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Administrative expenses

Administrative expenses of the Group amounted to RMB79,192 thousand for the
Reporting Period, representing a decrease of 7.7% compared to RMB85,803 thousand
for the six months ended 30 June 2020. Such decrease was primarily due to expenses
in relation to share options granted amounting to RMB25,582 thousand for the six
months ended 30 June 2020, which was partially offset by (i) the increase in the
scale of Group’s business, and (ii) the expenses in relation to employee share-based
compensation benefits under the Share Award Scheme amounting to RMB13,322
thousand for the Reporting Period.

Other expenses

Other expenses of the Group amounted to RMB513 thousand for the Reporting
Period, representing a decrease of 51.3% compared to RMB1,054 thousand for the
six months ended 30 June 2020.

For the six months ended 30 June

2021 2020
RMB’000 RMB'000

Loss on disposals of property,
plant and equipment - 1,054
Foreign exchange loss 513 -

513 1,054

Finance costs

Finance costs of the Group amounted to RMB8,925 thousand for the Reporting
Period, representing a decrease of 28.1% as compared to RMB12,415 thousand for
the six months ended 30 June 2020. Such decrease was primarily due to the decrease
of bank borrowings when compared to the six months ended 30 June 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Profit for the period

Profit of the Group for the period amounted to RMB77,361 thousand for the
Reporting Period, representing a substantial increase of 114.3% as compared to
RMB36,092 thousand for the six months ended 30 June 2020. Such substantial
increase was primarily due to (i) the recovery in end customers’ demand for IVD
products as the operation of hospitals got back to normal when impact of the
COVID-19 diminished; (i) the increase in gross profit margin and (iii) expenses in
relation to share options amounting to RMB25,582 thousand for the six months
ended 30 June 2020. Factors above were partially offset by the expenses in relation
to employee share-based compensation benefits under the Share Award Scheme
amounting to RMB13,322 thousand for the Reporting Period

Adjusted profit for the period

Adjusted profit of the Group is a non-GAAP financial measure used to exclude the
impact of non-operating items which affect the results presented in the financial
statements but are not indicative of the operating performance of the Group, so
as to provide the Shareholders and potential investors with useful supplementary
information to assess the performance of the Group's core operations. Adjusted profit
of the Group for the period is calculated by profit for the period excluding expenses
in relation to employee share-based compensation benefits under the Share Award
Scheme and expenses in relation to share options. Adjusted profit of the Group for
the period amounted to RMB90,683 thousand for the Reporting Period, representing
an increase of 47.0% as compared to RMB61,674 thousand for the six months ended
30 June 2020. Such increase was primarily due to (i) the recovery in end customers’
demand for IVD products as the operation of hospitals got back to normal when
impact of the COVID-19 diminished; and (ii) the increase in gross profit margin.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For the six months ended 30 June
2021 2020
RMB’000 RMB’'000

Profit for the period 77,361 36,092

Adjusted for non-operating items:
Employee share-based compensation

benefits under the Share Award Scheme 13,322 -
Share option expenses - 25,582
Adjusted profit for the period 90,683 61,674

Liquidity and financial resources

As of 30 June 2021, the Group had cash and cash equivalents of RMB873,565
thousand (primarily denominated in HK$, RMB and US$), as compared to RMB788,613
thousand as of 31 December 2020. The approach adopted by the Board to manage
the liquidity of the Group is to ensure sufficient liquidity at any time to meet its
matured liabilities so as to avoid any unacceptable losses or damage to the Group's
reputation.

Capital structure

As of 30 June 2021, the Group's total equity attributable to owners of the parent was
RMB2,898,646 thousand (31 December 2020: RMB2,851,153 thousand), comprising
share capital of RMB4,632 thousand (31 December 2020: RMB4,534 thousand) and
reserves of RMB2,894,014 thousand (31 December 2020: RMB2,846,619 thousand).

Net current assets

The Group had net current assets of RMB1,302,865 thousand as of 30 June 2021,
representing a decrease of RMB110,390 thousand as compared to RMB1,413,255
thousand as of 31 December 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Interest rate risk

The Group's exposure to the risk of changes in market interest rates primarily relates
to its cash and bank balances and interest-bearing bank borrowings. The Group has
not used any interest rate swaps to hedge its interest rate risk, and will consider
hedging significant interest rate risk should the need arise.

Foreign currency risk

The Group faces transactional currency exposures arising from bank deposits held by
operating units in currencies other than the units’ functional currency. The currencies
giving rise to such risk are primarily US$ and HK$. For the Reporting Period, the
Group recorded a net exchange loss of RMB513 thousand, as compared to a net
exchange gain of RMB1,482 thousand for the six months ended 30 June 2020. As
of 30 June 2021, the Group has not had any significant hedging arrangements to
manage foreign exchange risks but has been actively monitoring and overseeing its
foreign exchange risks.

Credit risk

The Group trades only with recognised and creditworthy third parties. It is the
Group’s policy that all customers who wish to trade on credit terms are subject to
credit verification procedures. In addition, receivable balances are monitored on an
ongoing basis and Group’s exposure to bad debts is not significant. For transactions
that are not denominated in the functional currency of the relevant operating unit,
the Group does not offer credit terms without the specific approval of the head of
credit control.

Liquidity risk

The Group's objective is to maintain a balance between continuity of funding
and flexibility through the use of bank borrowings and projected cash flows from
operations.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Capital expenditure

For the Reporting Period, the Group’s total capital expenditure amounted to
approximately RMB12,716 thousand, which was primarily used in property, plant and
equipment.

Charge/pledge on assets

As of 30 June 2021, the Group's bank deposits of approximately RMB124,511
thousand were pledged to secure the Group's letter of credit in the aggregate
amount of RMB388,104 thousand.

Borrowings

The Group had bank and other borrowings of RMB541,169 thousand as of 30 June
2021 denominated in US$ and RMB, among which RMB250,710 thousand bore
interest at fixed rates. All of the Group’s bank borrowings as of 30 June 2021 were
repayable on or before 30 June 2022, among which RMB290,459 thousand were
pledged with shares in the Company’s subsidiaries.

Contingent liabilities and guarantees

As of 30 June 2021, the Group did not have any material contingent liabilities,
guarantees or any litigation against it (as of 31 December 2020: nil).

Gearing ratio

As of 30 June 2021, the Group's gearing ratio (the gearing ratio is equivalent to total
debt divided by total assets as of the end of the period) was approximately 12.7% (as
of 31 December 2020: 10.2%).

Significant investments

As of 30 June 2021, the Group did not hold any significant investments in the equity
interests of other companies.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Future plans for material investments and capital assets

As of 30 June 2021, the Group did not have any capital commitments (as of 31
December 2020: nil) to acquire property, plant or equipment.

As of 30 June 2021, the Group did not have other plans for material investments and
capital assets, save for the planned capital expenditure as disclosed in the section
headed “Future Plans and Use of Proceeds” in the prospectus of the Company dated
29 June 2019 (the "Prospectus”). The funding requirements will be satisfied by a
combination of internally generated cash, external borrowings and other funds raised
from the capital markets from time to time, in addition to the net proceeds from the
initial public offering of the Company.

Share option schemes

To attract and retain more suitable personnel for development of the Group, the
Company has adopted a pre-initial public offering share option scheme (the “ESOP")
as approved on 29 December 2017 and further amended on 27 March 2019 and a
share option scheme (the “Share Option Scheme") as approved on 21 June 2019,
details of which were set out in the Prospectus. From the date of the adoption and up
to the date of this report, 32,507,627 share options under the ESOP and 26,668,000
share options under the Share Option Scheme have been granted, and 13,003,051
share options under the ESOP have lapsed.

Share Award Scheme

To recognise the contributions by certain employees of the Group and to provide
incentives thereto to retain them for the continual operation and development of the
Group, and to attract suitable personnel for further development of the Group, the
Company has adopted the Share Award Scheme.

On 15 December 2020, the Board resolved to allot and issue 30,000,000 new ordinary
shares of the Company (the “Awarded Shares”) to the trustee under the general
mandate granted by the Shareholders at the annual general meeting of the Company
held on 3 June 2020 in order to grant awards to certain employees pursuant to the
Share Award Scheme.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

On 29 March 2021, the Board resolved to grant the Awarded Shares to 405 Selected
Employees (the “Grantees”) in accordance with the terms of the Scheme at nil
consideration. Each of the Grantees is an employee of the Company or its subsidiaries.
On 20 April 2021, the Awarded Shares had been issued. Please refer to the paragraph
headed “Other Information - Share Incentive Schemes” in this interim report.

Employee and remuneration policy

As of 30 June 2021, the Group had 719 employees (as of 30 June 2020: 607
employees). Total staff remuneration expenses, including remuneration for Directors,
for the Reporting Period, amounted to RMB64,143 thousand (for the six months
ended 30 June 2020: RMB60,474 thousand).

Remuneration is determined with reference to performance, skills, qualifications and
experience of the staff concerned and in accordance with the prevailing industry
practice.

In addition to salary payments, other staff benefits include social insurance and
housing provident contribution made by the Group, performance-based compensation
and bonus, share option scheme and share award scheme.

Use of proceeds from initial public offering

The net proceeds from the initial public offering of the Company were approximately
HKD902.9 million. The net proceeds have been and will be utilised in accordance with
the purposes set out in the Prospectus. As of 30 June 2021, the Group has applied
the net proceeds for the following purposes:
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Actual
use of Expected
proceeds Balance timeline
up to as of of full
Planned use of proceeds from the initial public offering 30 June 30 June utilisation
as stated in the Prospectus 2021 2021 of the
Percentage unutilised
as to proceeds
the total Amount Amount Amount from the
amount (HK$ (HKS (L€ initial public
Planned use (%) million) million) million) offering
Settling the outstanding
balance of the cash
consideration for the
acquisition of 60% equity
interest in Vastec 51.1 461.7 461.7 - N/A
Paying part of the special
dividend 34.0 306.8 306.8 - N/A
Expanding customer base
under distribution business 5.8 52.4 29.9 22.5 On or before
31 December
2022
Continuing research and
development of self-branded
products 3.0 26.8 1.7 19.1  On or before
31 December
2025
Expanding distribution business
and improving distribution
value chain 2.2 19.8 19.8 - N/A
Using as working capital and
for general corporate
purpose 3.9 354 354 - N/A
Total 100.0 902.9 861.3 41.6
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The unutilised amount is expected to be used in accordance with the Company's
plan as disclosed in the Prospectus and stated above. The Company will continue to
evaluate market conditions and adopt a prudent and flexible approach for utilising the
net proceeds and will ensure the net proceeds will be used effectively and efficiently
for the long-term benefit and development of the Group. The expected timeline
of full utilisation set out above is based on the Directors’ best estimation barring
unforeseen circumstances, and is subject to change in light of future development of
market conditions.
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INDEPENDENT REVIEW REPORT

/ Ernst & Young RGBTSR Tel BE: +852 2846 9888

27/F, One Taikoo Place FEHI BB EIE9795E  Fax{HE: +852 2868 4432
979 King's Road KTt —RE2748 ey.com
Quarry Bay, Hong Kong

Independent review report
To the board of directors of IVD Medical Holding Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 33 to 64,
which comprise the interim condensed consolidated statement of financial position
of IVD Medical Holding Limited (the “Company”) and its subsidiaries (collectively
the “Group”) as at 30 June 2021 and the related interim condensed consolidated
statement of profit or loss and other comprehensive income, interim condensed
consolidated statement of changes in equity and interim condensed consolidated
statement of cash flows for the six-month period then ended, and explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and International Accounting
Standard 34 Interim Financial Reporting (“1AS 34") issued by International Accounting
Standards Board (“IASB”). The directors of the Company are responsible for the
preparation and presentation of this interim financial information in accordance
with 1AS 34. Our responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the
contents of this report.
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INDEPENDENT REVIEW REPORT (CONTINUED)

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe
that the interim financial information is not prepared, in all material respects, in
accordance with IAS 34.

Ernst & Young

Certified Public Accountants
Hong Kong

20 August 2021
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the six months ended 30 June 2021

Six months ended 30 June
2021 2020
Notes RMB’000 RMB'000
(Unaudited) (Unaudited)

REVENUE 4 1,186,791 981,240
Cost of sales (946,902) (787,061)
GROSS PROFIT 239,889 194,179
Other income and gains 5 14,789 7,906
Selling and distribution expenses (46,277) (39,916)
Administrative expenses (79,192) (85,803)
Other expenses (513) (1,054)
Finance costs (8,925) (12,415)
Fair value gain on financial assets at fair value

through profit or loss 170 386
Share of profits of associates 285 188
Share of loss of a joint venture (1) -
Impairment of trade receivables 6 (1,267) (3,118)
PROFIT BEFORE TAX 6 118,958 60,353
Income tax expense 7 (41,597) (24,261)
PROFIT FOR THE PERIOD 77,361 36,092
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)
For the six months ended 30 June 2021

Six months ended 30 June
2021 2020
RMB’000 RMB'000
(Unaudited) (Unaudited)

OTHER COMPREHENSIVE INCOME/(LOSS)
Other comprehensive income/(loss) that may
be reclassified to profit or loss in subsequent
periods:
Exchange differences on translation of foreign
operations 2,670 (5,510)

Other comprehensive (loss)/income that will
not be reclassified to profit or loss in
subsequent periods:
Exchange differences on translation of the
Company’s financial statements (6,981) 12,167

OTHER COMPREHENSIVE (LOSS)/INCOME
FOR THE PERIOD, NET OF TAX (4,311) 6,657

TOTAL COMPREHENSIVE INCOME FOR
THE PERIOD 73,050 42,749

Profit for the period attributable to:

Owners of the parent 78,887 38,281
Non-controlling interests (1,526) (2,189)
77,361 36,092
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)
For the six months ended 30 June 2021

Six months ended 30 June
2021 2020
Note RMB’000 RMB'000
(Unaudited) (Unaudited)

Total comprehensive income attributable to:

Owners of the parent 74,576 45,173
Non-controlling interests (1,526) (2,424)
73,050 42,749

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT 9

Basic RMB5.96 RMB2.87
cents cents
Diluted RMB5.88 RMB2.86
cents cents
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION
30 June 2021

30 June
2021
RMB’000
(Unaudited)

31 December
2020

RMB’000
(Audited)

NON-CURRENT ASSETS

Property, plant and equipment 10 77,739 86,567
Intangible assets 1,647,988 1,648,624
Investments in associates 4,991 4,418
Investment in a joint venture 11,934 11,935
Deferred tax assets 4,389 4,460
Financial assets at fair value through profit or loss 66,671 46,840
Total non-current assets 1,813,712 1,802,844
CURRENT ASSETS

Inventories 587,679 516,065
Trade and bills receivables 11 436,824 431,844
Prepayments, deposits and other receivables 12 414,917 235,567
Pledged deposits 124,511 132,163
Cash and cash equivalents 873,565 788,613
Total current assets 2,437,496 2,104,252
CURRENT LIABILITIES

Trade and bills payables 13 304,071 245,372
Other payables and accruals 14 271,819 172,394
Interest-bearing bank and other borrowings 15 541,169 252,332
Tax payable 17,572 20,899
Total current liabilities 1,134,631 690,997
N