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

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

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

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of
this report (“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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{MANAGEMENT DISCUSSION AND ANALYSIS
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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 People’s Republic of
China (the “PRC") and particularly focused on the PRC
male fertility IVD reagent market.

For three months ended 31 March 2020, our Group
experienced a significant decrease in revenue from sales
of our male fertility IVD reagent products, which were
our major products. Our Directors are of the view that
such significant decrease was mainly attributable to the
significant decline in sales revenue in the markets within
the PRC as since the outbreak of the novel coronavirus
(COVID-19) epidemic (the “Epidemic’’), a number of
provinces and municipalities in the PRC have taken
emergency public health measures and various actions
to prevent the spread of the Epidemic, including crowd-
control and/or stay-home policies or orders. Nevertheless,
we anticipate that the PRC government will continue to
focus on and support the development of biomedical
industry. In the meantime, the growth of the PRC male
fertility IVD reagent market is also expected to be driven
by an increasing rate of infertility incidences, widespread
acceptance of assisted reproductive treatment, rising
per capita income and expenditures on healthcare,
the implementation of a universal two-child policy,
favourable policies by the PRC government in support
of a hierarchical diagnosis and treatment system, and
the increasing coverage for the country’s basic medical
insurance system.
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MANAGEMENT DISCUSSION AND ANALYSIS

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

The Group has already signed three non-legally binding
memorandum of understanding in relation to the
establishment of joint venture companies for, among other
things, (i) the research, development and registration of
technology, devices and products in relation to assisted
reproductive treatment in the PRC; (ii) setting up and
operating cross-border e-commerce platform(s) for sales,
marketing and distribution of the product in the PRC
and Hong Kong; and (ijii) the research and development
in relation to the use and application of microfluidic
technology and Point-Of-Care (POC) biomedical testing
for the male fertility diagnosis. We are actively finalising
the relevant cooperation arrangement.

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

The Group’s revenue significantly decreased by
approximately RMB3.0 million, or approximately 59.5%,
to approximately RMB2.1 million for the three months
ended 31 March 2020 as compared to approximately
RMB5.1 million for three months ended 31 March 2019.
The decrease in revenue was mainly due to a significantly
decrease in sales of male fertility IVD reagents.

Male fertility IVD reagents product remained our major
product for the three months ended 31 March 2020,
accounting for approximately 74.6% of our total revenue
for the period. Revenue from this segment for the
period was approximately RMB1.5 million, representing
a significant decrease of approximately RMB2.7 million,
or approximately 64.2% from approximately RMB4.3
million for the three months ended 31 March 2019. Our
Directors are of the view that such significant decrease
was mainly attributable to the significant decline in
sales revenue in the markets within the PRC as since
the outbreak of the Epidemic, a number of provinces
and municipalities in the PRC have taken emergency
public health measures and various actions to prevent
the spread of the Epidemic, including crowd-control and/
or stay-home policies or orders.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross Profit and Gross Profit Margin

The Group recorded a gross profit of approximately
RMB1.5 million for the three months ended 31
March 2020, representing a significantly decrease of
approximately RMB2.3 million or approximately 60.5%
from approximately RMB3.8 million for the three months
ended 31 March 2019.

The Group's gross profit margin remained relatively
stable at approximately 73.8% for the three months
ended 31 March 2020 as compared to the gross profit
margin of approximately 74.0% for the three moths
ended 31 March 2019.

Other Income and Other Gains and Losses

Our other income sightly increased by approximately
RMB18,000, or by approximately 39.1%, from
approximately RMB46,000 for the three months ended
31 March 2019 to approximately RMB64,000 for the
three months ended 31 March 2020.

We recorded other gains of approximately RMB391,000
for the three months ended 31 March 2020, whereas we
recorded other losses of approximately RMB668,000 for
the three months ended 31 March 2019. Such change
was mainly attributable to an favourable conditions in
foreign currency translated to RMB.

Impairment losses

We recorded impairment losses on trade receivables
for approximately RMB610,000 for the three months
ended 31 March 2020, as compared to reversal of
impairment losses on trade receivables of approximately
RMB618,000, for the three months ended 31 March
2019, mainly because the repayment ability of the
Company’s customers deteriorated since the outbreak
of the Epidemic.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Expenses

Our selling and distribution expenses remained relatively
stable for the three months ended 31 March 2020 and
2019 in amount of approximately RMB1.4 million.

Administrative expenses increased from approximately
RMB2.1 million for the three months ended 31 March
2019 to approximately RMB2.3 million for the three
months ended 31 March 2020, representing an increase
of approximately RMB200,000 or approximately 9.7%
during the period. Such increase was mainly attributable
to purchasing epidemic prevention supplies and addition
depreciation charges arising from the equipment acquired
in late 2019.

Research and development expenses slightly increase
from approximately RMB310,000 for the three months
ended 31 March 2019 to approximately RMB417,000 for
the three months ended 31 March 2020.

Loss for the period

For the three months ended 31 March 2020, the loss and
total comprehensive expenses for the period attributable
to the owners of the Company was approximately RMB2.8
million, as compared to approximately RMB 148,000 for the
three months ended 31 March 2019. The decrease was
mainly due to the reason mentioned above in relation to
a significant decrease of revenue. Basic loss per share for
the period was RMBO0.69 cents, as compared to RMBO0.04
cents for the three months ended 31 March 2019.

Taxation

The PRC enterprise income tax rate applicable to the
Group's subsidiaries is 15% (three months ended 31
March 2019: 15%), whereas no assessable profit arising
from Hong Kong for the three months ended 31 March
2020 (three months ended 31 March 2019: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM SHARE OFFER

The shares of the Company (the “Shares”) were listed
on the GEM (the “Listing”) of the Stock Exchange on
13 December 2018 (the “Listing Date”) at HK$0.5 per
Share. The net proceeds from the Share Offer (as defined
in the Prospectus), after deduction of underwriting fees
and commission, and other estimated expenses payable
by the Company in connection with the Share Offer,
amounted to approximately HK$16.6 million. During
the period from Listing Date to 31 March 2020, 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”).

SHARE OPTION SCHEME

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

As at 31 March 2020, no share option had been granted
under the Share Option Scheme.

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 31 March 2020,
the Company’s issued share capital was HK$4 million
and the number of its issued shares was 400,000,000
of HK$0.01 each.
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MANAGEMENT DISCUSSION AND ANALYSIS
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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
three months ended 31 March 2020. The management
will closely monitor foreign currency exposure and will
consider hedging significant foreign currency exposure
should the need arise.

TREASURY POLICIES

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

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES
For the three months ended 31 March 2020, the Group
did not make any material acquisitions or disposals of
subsidiaries and affiliated companies.

SIGNIFICANT INVESTMENT HELD

As at 31 March 2020, the Group did not hold any
significant investment.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLEDGE OF ASSETS

As at 31 March 2020, the Group did not pledge any of
its material assets (31 December 2019: Nil).

CONTINGENT LIABILITIES

As at 31 March 2020, the Company had no outstanding
corporate guarantee (31 December 2019: Nil). As at 31
March 2020, the Group had no banking facilities and
did not have any significant contingent liabilities (31
December 2019: Nil).

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

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

DIVIDEND

The Directors does not recommend the payment of any
dividend for the three months ended 31 March 2020
(three months ended 31 March 2019: Nil).

SUBSEQUENT EVENT
Grant of Share Options

On 9 April 2020, the Company announced the granting
of an aggregate of 26,008,000 share options, subject
to the acceptance by the grantees, at an exercise price
of HK$0.125 per share of the Company to the eligible
persons under the Share Option Scheme. The market
price of the Company’s shares at the date of grant
was HK$0.125 per share. All of the share options are
exercisable from the date of acceptance by a grantee to 8
April 2030 (both days inclusive). Each of the grantees has
paid HK$1 to the Company on acceptance of the offer
of share option. Details are set out in the Company’s
announcement dates 9 April 2020.

The Company is currently assessing the impact of the
grants of options on the Group's consolidated financial
statements for the year ending 31 December 2020 in
accordance with the Group’s accounting policy.
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{OTHER INFORMATION
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Directors’ and Controlling Shareholders’
Interest in Contracts

Apart from the contracts 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) (“Controlling Shareholder”)
of the Company and their respective connected parties
had a material interest, whether directly or indirectly,
subsisted at any time for the three months ended 31
March 2020.

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
and Debentures

As at 31 March 2020, the interests and short positions
of the Directors and their associates 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 the GEM on 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
Hit& s

RRGBZFR
AR AEREE.O1ETZEER

Number of ordinary Percentage of

Chief Executive Capacity/Nature of Interest shares held® shareholding?
EE/BRITBABHA 510/ mitE Frisgmics e ™ fER D@
Mr. Zhang Shuguang Interests of controlled corporation 240,000,000 60.0%

REESL A

and concert party®
REEEER R —BITBA LY

Notes:

(1)

(2)

A3)

All interest stated are long positions.

The calculation is based on the total number of
400,000,000 Shares in issue as at 31 March 2020.

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 consist of (i) 144,576,000 Shares held
by Crystal Grant Limited (“Crystal Grant”), a company
wholly owned by Mr. Zhang Shuguang, in which Mr.
Zhang Shuguang is deemed to be interested under the
SFO; and (i) 95,424,000 Shares held by Ever Charming
Inc. (“Ever Charming”), a company wholly owned by
Mr. Chang Yim Yang, in which Mr. Zhang Shuguang is
deemed to be interested as a result of being a party acting
in concert with Mr. Chang Yim Yang.

(1) FEMIIERHRETAR -

2) WHER-ZT-_ZTEF=A=+—HNEH
110% 175 #2#7400,000,000& 5+ & ©

(3) RZZ—tF+—-—A+RE REXE
ERREGRETY —H-RTHHERE
([RRBE])  UERRLER(EFPEE)RK
EREARRARRE —EIBREER
REBMAMAKE AR 2 #am sk B EKE
BAEEBBL RIERF—BTH - BER
BFERMABBREERF BT -6
E—SHE BL2HBRERIEELRE
BI—8 c REESFRPEKRY - BEE
A8 B A $£240,000,000 B AR 19 1
B - EFREIEG)Crystal Grant Limited
([Crystal Grant] * RREBHEE2EHE
ZAR))¥EA 2 144,576,000 8 5 - R
BHERBAEGOIREREERR AR EP
#AE R K(i)Ever Charming Inc. ([Ever
Charming] ' AREBGEEZ2EHEAZR
B])#75.295,424,0000% 8% 15 - EHRAGREE N
FHEARRBBELE —BITHZIAL ¥
HEWRARZERDHHEEEE -
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OTHER INFORMATION
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Long Position in the Ordinary Shares of Associated
Corporations

REBEEEER 2 HR

Name of Directors/ Name of Associated Capacity/ Number of ordinary Percentage of
Chief Executive Corporation Nature of Interest shares held®°t shareholding
B /BeTBABMA HEEE L 51,/ ERME eSS ylie =R REBD
Mr. Zhang Shuguang Crystal Grant Limited Beneficial owner 100 shares of US$1.00 100%
each
REEX A Crystal Grant Limited EREAAN 100M A 1.00% T2
i)

Note: All interest stated are long positions.

Save as disclosed above, as at 31 March 2020, 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’ Interests and
Short Positions in Shares and Underlying Shares

As at 31 March 2020, so far as is known to the Directors,
the following persons (not being a Director or chief
executive of the Company) had interest or short position
in Shares or underlying Shares which fell to be disclosed
to the Company and the Stock Exchange under the
provision of Division 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
Hit& s

FTERRREMBATRROREBRG Z
BERRE
R-ZT_TFE=A=+—8 BESH
Mo AT AL(RFESMIERRAZST
BAB)RROIABERN P EERERES
K EE GBI EXVEE2 R E3 9 H 2 16 A
AR R RERAHE - LR ARA
RIEEH MG IRGIFE3IB6HRBEFEZERL
MrsEzs%E

Number of ordinary Percentage of
Name of Shareholders Capacity/Nature of Interest shares held shareholding
Ry 10/ Wt E Esa-gilie-¢= REB DL
Crystal Grant Beneficial owner and 240,000,000 60.0%
concert partyt"
Crystal Grant BB AR —BITBALO
Ever Charming Beneficial owner and 240,000,000 60.0%
concert party"”
Ever Charming BB AR —BITE8 ALY
Mr. Chang Yim Yang Interests of controlled 240,000,000 60.0%
corporation®
REBELE T A E R
Gallizul Global Investments Beneficial owner 36,000,000 9.0%
Incorporated (“Gallizul ")
Gallizul Global Investments BEREAA
Incorporated ([ Gallizul])
Huang Yan Interests of controlled 36,000,000 9.0%
corporation®
=Y REEE R
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Notes:

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

(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 three months ended 31 March 2020 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 Interest

The Directors confirm that none of the Controlling
Shareholders or the Directors and their respective
close associates (as defined in the GEM Listing Rules)
is interested in any business apart from the business
operated by our Group which competes or is like to
compete, directly or indirectly, with our Group’s business
during the three months ended 31 March 2020 and up
to the date of this Report.
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Interest of Compliance Adviser

As at 31 March 2020, as notified by Ever-Long Securities
Company Limited (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 31 March 2020.

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 period from the Listing Date
to 31 March 2020.

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 three months ended
31 March 2020 and up to the date of this Report (the
“Relevant Period”).
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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.

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 enquiries to 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 Quarterly
Results

The audit committee of the Company has been established
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 (“Audit Committee”).
The Audit Committee consists of three independent
non-executive Directors, namely Mr. Kwok Chi Shing
(Chairman), Dr. Yeung David Wai Chow and Mr. Chan
Kin Sang.
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The 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 three
months ended 31 March 2020 and is of the opinion
that the preparation of such statements complied with
the applicable accounting standards, the requirements
under the GEM Listing Rules and other applicable legal
requirements, and that adequate disclosures have been
made.

On behalf of the Board

Zhang Shuguang
Chairman and Executive Director

Hong Kong, 13 May 2020
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{UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AEEREPFSRERAZEBAR

For the three months ended 31 March 2020 #Z2—Z -2 =A=+—HIt=1EA

The Board of the directors (the “Board”) is pleased to
announce the unaudited condensed consolidated results
of the Group for the three months ended 31 March
2020 together with the unaudited comparative figures
for the three months ended 31 March 2019 as follows.

Exg((EEg MR HAKRERE -
ZEF=A=+—HLE=ZEANREE
BERARAEE  ERBE_F-hF=
A=+—HALE=EANREERLBRET
W e

Three months ended 31 March
BE=A=+—HL={EA

2020 2019
—EREF —E-NF
(unaudited) (unaudited)
(REgezER) (REEEZ)
NOTES RMB’000 RMB’000
ks ARETFT AREFT
Revenue WA 3 2,056 5,071
Cost of sales SHER AR (539) (1,318)
Gross profit EF 1,517 3,753
Other income HA A 4 64 46
Other gains and losses HithWas R E51E 5 391 (668)
Impairment losses on trade B 5 W IBRE
receivables, net of reversal B8 - R EE 6 (610) 641
Selling and distribution expenses HER DAY (1,428) (1,364)
Administrative expenses TEAX (2,255) (2,055)
Research and development R
expenses (417) (310)
Finance costs BB AR (15) (8)
(Loss)/Profit before tax BB AT (E51R) S A (2,753) 35
Income tax expense FiSBiFAX 7 - (183)
Loss and total comprehensive AAREEE AELEA
(expense) for the period BREEREE(FER)
attributable to the owners of the “azE
Company 8 (2,753) (148)
Loss per share BREE
Basic (RMB cents) HER(ARES) 10 (0.69) (0.04)
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xUNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
AEERERREERRBIR

For the three months ended 31 March 2020 &= =T =F=+—HI-=f@A8

Share Share Capital  Statutory ~ Translation Accumulated
capital premium reserve reserve reserve profits  Sub-total Total

Bk BOER  AARE  ZERE  EXBR RN NGt fact
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETE AREFT ARBTT ARETZ ARETZ ARETT ARETT ARETX

At1January 2019 R-E-h%E
(audited) —A-B
(&%) 3,509 47,048 1,943 1,734 - 16,587 67,512 71,021
Loss and total BREER
comprehensive 2ERXAE
expense
for the period - - - - - (148) (148) (148)

At31March 2019 R=ZE-AE
(unaudited) =A=1-H
(REER) 3,509 47,48 1,943 1734 = 16,439 67,364 70873

At1January 2000 R-E-TF
(audited) —-A-B
(8%H) 3,509 47,248 1,943 2,302 (52) 15,735 67,176 70,685
Loss and total HREER
comprehensive 2ERYEE
expense
for the period - - - - (8) (2,753) (2,761) (2,761)

At31March 2020 R-Z-%&
(unaudited) A=t
(REER) 3,509 47,48 1,943 2,302 (60) 12,982 64,415 67,924

HEFELYBEEERAMRAT Huakang Biomedical Holdings Company Limited 21
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{NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
AEBERERRE P HRRME

For the three months ended 31 March 2020 &= =T =F=+—HI-=f@A8

*

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 and Mr. Chang
Yim Yang, who act in concert and hold equity
interests in the Company indirectly through Crystal
Grant Limited (“Crystal Grant”, wholly owned by
Mr. Zhang Shuguang), a limited liability company
incorporated in the British Virgin Islands (“BVI")
and Ever Charming Inc. (“Ever Charming”, wholly
owned by Mr. Chang Yim Yang), a limited liability
company incorporated in the BVI, respectively.

The addresses of the registered office and principal
place of business of the Company are set out in
the section headed “Corporate Information” to
this 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, RYIFERAYEETIZAR
‘A@] (Shenzhen Huakang Bio-Medical Engineering
Limited*) (“Shenzhen Huakang”), a limited liability
company established in the PRC on 26 June 1992.

The consolidated financial statements are presented
in Renminbi (“RMB"), which is the same as the
functional currency of the Group and rounded to
the nearest thousand unless otherwise stated.

The English name is for identification purpose
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REB LGS M HRMEE

For the three months ended 31 March 2020 #E—Z-24=A=+—HIt=1AA

BASIS OF PRESENTATION

The unaudited condensed consolidated financial
statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs"”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as the “HKFRS")
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA").

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

The unaudited condensed consolidated financial
statements have not been audited by the Company's
auditor, but have been reviewed by the Audit
Committee.

REVENUE AND SEGMENT INFORMATION

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

REBLBPRE S I RRIEE

For the three months ended 31 March 2020 H#Z2 -2 -2 =A=+—HIt=1EA4

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

(a) Revenue from major products

AT AEARE R 2 AT

(a) FEmWE

Three months ended 31 March
BE=A=+—HL=MEA

2020 2019
k- Sl 323 =Sl
(unaudited) (unaudited)
(RIEEZ) (GREEZ)
RMB’000 RMB’000
ARBTT
Sales of biological reagents SHE £ MR
Male fertility IVD reagents BEUTERINZEHA 1,534 4,281
Parasite antibody detection reagents %4 £ Z 5142 8 S A 314 332
Epstein-Barr Virus antibody detection — EBf& 4% 8l 5t I 105 195
reagents
Sales of auxiliary reproductive SHEWMBAER B mMRE 103 263
supplies and equipment
Total s 2,056 5,071
(b) Types of customers (b) EFEHER

Three months ended 31 March

BE=A=t—HIL=MEA
2020 2019
k- Sl 33 =T jlE
(unaudited) (unaudited)
(RIEEIZ) (REEEZ)
RMB’000 RMB’000
ARETT ARBETFT
Distributors DI 1,186 2,425
Non-distributors e 870 2,646
Total “at 2,056 5,071

() Geographical information

No geographical segment information is
presented as the Group's revenue is all derived
from the PRC based on the location of goods
delivered and the Group’s non-current assets
(except for right-of-use assets which is mainly
located in Hong Kong) are located in the PRC

by physical location of assets.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(d) Information about major customers

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

are as follows:

REB LGS M HRMEE

For the three months ended 31 March 2020 #E—Z-24=A=+—HIt=1AA

(d) BREEEFHNER
EBRGOAREEBKE10%A L
MR (BEZHREHIEE) O
BT -

Three months ended 31 March
BE=A=t—HI=MEA

2020 2019

—TCTF —TNEF

(unaudited) (unaudited)

(CREEEZ) (CREEEZ)

RMB’000 RMB’000

ARMEFT ARBFT

Customer A BEFA 279 726

4. OTHER INCOME

HApg A

Three months ended 31 March
BE=A=+—HL=M@EA

2020 2019
—T-TF —ENF
(unaudited) (unaudited)
(CREEEZ) (REEEZ)
RMB’000 RMB’000
ARMFT AREFT
Bank interest income SRITFIS WA 42 35
Government grants BATHEBh 22 1
64 46
5. OTHER GAINS AND LOSSES Hit Wz Rk EE

Three months ended 31 March

BE=A=t—HL=M@EA
2020 2019
—ToTE —T-NEF
(unaudited) (unaudited)
(CREezEZ) (REEEZ)
RMB’'000 RMB’000
ABRMEF ARBFT
Foreign exchange gains/(losses), net & 3 F ks (B518) 391 (668)

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

REBLBPRE S I RRIEE

For the three months ended 31 March 2020 H#Z2 -2 -2 =A=+—HIt=1EA4

6. IMPAIRMENT LOSSES, NET OF REVERSAL 6.

BERE - HEREE
Three months ended 31 March
BE=A=+—RHL=MEA

2020 2019
ke ke S —TNE
(unaudited) (unaudited)
(RIEEZ) (CREEEZ)
RMB’000 RMB’000
AR AREFT
Impairment losses recognised (reversed) on B R (E & E) R EFE

— trade receivables — B 5 EWIE 610 (618)
— other receivables — H e R 0E - (23)
610 (641)

INCOME TAX EXPENSE FREBBA<

Three months ended 31 March
BE=A=+—HL=MEA

2020 2019
k- Sl 33 —E-NF
(unaudited) (unaudited)
(CREE=EZ) (REEER)
RMB’'000 RMB’000
f AREFIT
PRC Enterprise Income Tax (“EIT") PRI EATER
([ FTS8L)
Current tax BNEATRIE - 183

The Company and the subsidiaries incorporated in
the “BVI” are tax-exempted. Entity established in
the PRC is subject to PRC Enterprise Income Tax
at a statutory rate of 25%. Since the Group’s PRC
subsidiary, Shenzhen Huakang is recognised as “New
and High Technology Enterprise” and therefore is
entitled to a concessional tax rate of 15%. The
entitlement of this tax benefit is subject to renewal
by respective tax bureau in the PRC every three
years. The latest approval for Shenzhen Huakang
enjoying this tax benefit was obtained in October
2018 for the three years ending 31 December 2020.

Hong Kong Profits Tax has not been provided as
the Group had no assessable profit arising from
Hong Kong for the three months ended 31 March
2020 and 2019.

First Quarterly Report 2020 % —F E ¥ H® &

BB PR & BE S R M A S M AR A R MY
BARHYED - RPEKIZERA
R BEEMERIEERE25%MBN
B - ARAEEE T BN B R DR
YERBETA BFERMEE] Bt
AIZH15%MEERE - ZEHBKE
BERAG=FERBTERBERE
B RNERSOBUBFEEZH
Z2EBAZT—N\ET+A  BREA
HE-Z-ZTF+-A=+—HIE=
o

AR ANEERHE S -_TFER_T—
NEZR=+—AL=AALEESH
EXRRBHET - RAEEREANEG
TifEL B -



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REB LGS M HRMEE

For the three months ended 31 March 2020 #E—Z-24=A=+—HIt=1AA

No provision for deferred taxation has been made HREBE_Z_TFR_T—NEF=A
in the unaudited condensed consolidated financial =+—BIE=EAARSHRERRLES
statements as there were no significant temporary AERMER - A REEZERAE
differences arising during the three months ended BB WMRNERBELEH BREE -

31 March 2020 and 2019 or at the end of each

reporting period.

LOSS BEFORE TAX
This is stated after charging:

8. KRBiIAIAEIE
UL TSR T 5B IR

Three months ended 31 March
BLE=A=+—HL=MEA

2020 2019
—TE-EF —T-NEF
(unaudited) (unaudited)
(REEEZ) (REEEZ)
RMB’000 RMB’000
AR ARETFT
Finance costs BERE
Finance charges on lease liabilities HEaENTHER 15 8
Staff costs, including directors’ BIRAK
remuneration BIEEEHH
Directors’ emoluments M 483 287
Other staff costs Hth 8 TR
Salaries, bonus and other benefits e A REMER 1,625 1,726
Contributions to defined contribution TERSLRET B
plans 212 191
2,320 2,204
Other items HitigH
Auditor’s remuneration ZEE & 158 300
Amortisation of intangible assets B EERE 88 88
Depreciation of property, plant and W - BERRETE
equipment 468 357
Depreciation of right-of-use assets EREEENE 228 110
Other rental and related expenses HthAERABRX 12 106

EREYBS2ERAEMAT Huakang Biomedical Holdings Company Limited
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REBLBPRE S I RRIEE

For the three months ended 31 March 2020 H#Z2 -2 -2 =A=+—HIt=1EA4

9. DIVIDEND

No dividend was paid or declared by the Group
during the three months ended 31 March 2020 and
2019, nor has any dividend been proposed since the
end of the reporting period.

10. LOSS PER SHARE

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

10.

BRE
BHE_Z-_TFR=-_FT-—NF=A=+
—AIE=EA  AEEHERNKE
MRS - REREMRNEEE
IRHERIARE ©

BREE
ARBHER NEEGREAEBRNE
TYERATBUR

Three months ended 31 March
BE=A=+—HL=MEA

2020 2019
it Sl 323 “E-NF
(unaudited) (unaudited)

(REgE=%) (RIEER)
ARRTFT AREFT

Loss: i
Loss for the period attributable to the EEREKREEMA
owners of the Company for the RARBEE AEMLE
purpose of basic loss per share A8 (2,753) (148)
‘000 ‘000
FAR TR
Number of shares: REHEE :
Weighted average number of ordinary FTESRENEE
shares of the Company in issue for the FTRAARRRIB T
purpose of basic loss per share LR T8 400,000 400,000

No diluted loss per share for the three months ended
31 March 2020 and 2019 was presented as there
were no potential ordinary shares in issue during
the three months ended 31 March 2020 and 2019.
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