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{CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")
BERBERZMARDRA (B GEMZEE

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 FUTURE PROSPECTS

Our Group is a medical device group specialised in the
research and development, manufacture and sales 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 the six months ended 30 June 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 in 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. The Epidemic also led
the Group to halt productions and sales for around five
weeks. As a result of the uncertainty of the Epidemic,
we consider the business environment to be continuously
difficult and the sale of our products may still be affected
in 2020.

During the six months ended 30 June 2020 and up to date
of this Report, the Group has been granted 10 natural
health product licences by the Natural Health Products
Directorate of Health Canada for our self-developed
products under the brand “Nutronic” in Canada. We
target to commence the sales of vitamins and related
supplements in Hong Kong, the PRC and Canada under
the brand “Nutronic” in the second half of 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group has entered several 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;
and (i) 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 in the PRC. The Group entered into a
legally binding shareholders’ agreement on 3 June 2020
with Smartac International Holdings Limited (stock code:
0395.HK) to set up a company for the purposes of sales,
marketing and distribution of the Group’s products under
the brand “Nutronic” through cross-border e-commerce
platform(s) and/or other platforms and channels in the
PRC and Hong Kong.

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. Part of the original
expansion plan as disclosed in our prospectus dated 30
November 2018 (the “Prospectus”) was delayed in the
first half of 2020 due to the impact of the Epidemic.
Please refer to “USE OF PROCEEDS FROM SHARE OFFER”
and “Comparision of Business Objectives with Actual
Business Progress” for further details.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENRR AT

During the six months ended 30 June 2020, we
granted the share options to executive Directors and
certain employees of the Group to reward for their
contributions to the Group and retention of these high
caliber employees for the growth and development of
the Group.

Looking into the rest of 2020, factors associated with
rapidly changing marcoeconomic and political environment
and the spread of the Epidemic are highly unpredictable.
The industry in which the Group operates would still
be directly or indirectly affected. Given that the PRC
government will continue to support the development
of biomedical industry, the Group will continuously seek
business opportunities that may broaden the Group’s
source of income and enhance value to the shareholders
of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

The Group’s revenue significantly decreased by
approximately RMB4.4 million, or approximately 38.1%,
to approximately RMB7.2 million for the six months
ended 30 June 2020 as compared to approximately
RMB11.6 million for the six months ended 30 June 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 six months ended 30 June 2020,
accounting for approximately 84.7% of our total revenue
for the period. Revenue from this segment for the
period was approximately RMB6.1 million, representing
a significant decrease of approximately RMB3.5 million,
or approximately 36.5% from approximately RMB9.6
million for the six months ended 30 June 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
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Gross Profit and Gross Profit Margin

The Group recorded a gross profit of approximately
RMB5.2 million for the six months ended 30 June 2020,
representing a significantly decrease of approximately
RMB3.3 million or approximately 38.9% from
approximately RMB8.5 million for the six months ended
30 June 2019.

The Group’s gross profit margin remained relatively
stable at approximately 71.6% for the six months ended
30 June 2020 as compared to the gross profit margin
of approximately 72.6% for the six months ended 30
June 2019.

Other Income and Other Gains and Losses

Our other income sightly increased by approximately
RMB3,000, or by approximately 2.6 %, from approximately
RMB116,000 for the six months ended 30 June 2019 to
approximately RMB119,000 for the six months ended
30 June 2020.

We recorded other gains of approximately RMB274,000
for the six months ended 30 June 2020, whereas we
recorded other losses of approximately RMB169,000 for
the six months ended 30 June 2019. Such change was
mainly attributable to an favourable condition in foreign
currency translated to RMB.

Impairment losses

We recorded impairment losses on trade receivables for
approximately RMB610,000 for the six months ended 30
June 2020, as compared to reversal of impairment losses
on trade receivables of approximately RMB496,000, for
the six months ended 31 June 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

Expenses

Our selling and distribution expenses slighly decrease
from approximately RMB2.9 million for the six months
ended 30 June 2019 to approximately RMB2.8 million
for the six months ended 30 June 2020.

Administrative expenses increased from approximately
RMB4.5 million for the six months ended 30 June 2019 to
approximately RMB7.1 million for the six months ended
30 June 2020, representing an increase of approximately
RMB2.6 million or approximately 58.9% during the
period. Such increase was mainly attributable to equity-
settled share option expense arising from share option
granted on 9 April 2020.

Research and development expenses slightly increase
from approximately RMB832,000 for the six months
ended 30 June 2019 to approximately RMB1.1 million
for the six months ended 30 June 2020, representing an
increase of approximately RMB280,000 or approximately
33.7% during the period. Such increase was mainly
attributable to purchasing raw materials and equipment
for research and development of the products application
of chemiluminescence technology.

Loss for the period

For the six months ended 30 June 2020, the loss for the
period attributable to the owners of the Company was
approximately RMB6.1 million, as compared to the profit
attributable to the owners of the Company of approximately
RMB223,000 for the six months ended 30 June 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 RMB1.53 cents, as compared
to earnings per share of RMB0.06 cents for the six months
ended 30 June 2019.

Taxation

The PRC enterprise income tax rate applicable to the
Group's subsidiaries is 15% (six months ended 30 June
2019: 15%), whereas no assessable profit arising from
Hong Kong for the six months ended 30 June 2020 (the
six months ended 30 June 2019: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
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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.

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 dated 9 April 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DM

The movement during the period and the options HE-ZT-_ZTF;NA=+HIEHBEEEKT

outstanding as at 30 June 2020 were as follows: EERENEBERNT -

Number of share options

EREHE
Forfeited/lapsed
At 1 January Granted during Exercised during during the At 30 June
Category of grantees 2020 the period the period period 2020
E-Z-TF FEUERE AT -THF

ABERALER —A—H TEUtHIREER  TEULERTE R HERE ~NA=+H
Executive Directors
BITES
Mr. Zhang Shuguang

(note)
RIS (M) - 4,000,000 - - 4,000,000
Mr. Zhang Chunguang

(note)
RE KA () - 4,000,000 - - 4,000,000
Mr. Poon Lai Yin Michael

(note)
BB LA () - 4,000,000 - - 4,000,000
Mr. He Jiaming (note)
fa 5= A S A (B E) - 4,000,000 - - 4,000,000
Other employees (note)
Hh BT (M) - 10,008,000 - - 10,008,000
Total
st S 26,008,000 S - 26,008,000
Note: P et -

The closing price of the shares immedately before the date on ~ REZE =T =ZTF X A=+ H LN EB RATHEH
which the options were granted during the six months ended  Z BER&AEM & B A2 BRI T B A£0.12578 8 -
30 June 2020 is HK$0.125. The exercise price is HKD0.125. The  1T{#{E/50.125%8 7T » A fT{EREIRHE 2 1T(E HAh
exercise period during which the options may be exercised is ERBREEAEZ-_T=MA/\B(HEEMX
the period from the date of acceptance to 8 April 2030 (both  BIEER) - BEAHA=-T=TMANA -

days inclusive). The date of grant was 9 April 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEIRRIN

All the existing share options of the Company are vested
upon granting. Forfeiture of share options are recognised
with an adjustment to the reserves of the Company.

In the current interim period, share options were granted
on 9 April 2020. The fair value of the share options
determined at the date of grant using the binomial model
was RMB2,660,000.

The following assumptions were used to calculate the
fair values of share options:

Grant date share price HK$0.125
Exercise price HK$0.125
Expected life ten years
Expected volatility 103.1%
Dividend yield nil
Risk-free interest rate 0.778%

The binomial model has been used to estimate the fair
value of the share options. The value of the share options
is subject to the limitations of the binomial model and a
number of assumptions which are subjective and difficult
to ascertain. Changes in the subjective input assumptions
could materially affect the fair value estimate.
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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 (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, out of
which approximately HK$11.9 million remained unutilised
as of 1 January 2020. During the period from the Listing
Date to 30 June 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.

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

Amount of Net Proceeds allocated

Percentage of

A EREV S

RO BEMERAAR

ARARBRGIRBDHDR=_E—N\FE+=A4
+TZHB(TEHEBDREZAGEM L™
(TEwW])  SBREMDB0SHET - BHEE
(TERBBRER) MBHEFBEENRE
WERMGTRMEUREARTRBMHEE
ERMEMBRASR)AEN166EESBT - Hi
B IBEATR _Z-TF—F—AHAK
BH B LtTAYPE_T_TEEXA=1
HER] - ANEEY S\ E BRI REK
FEIRFBRIERR SRS RIER
EHE R

AEEHBROBEMSRBFENEABE
REFIEAT

Use of proceeds from the Listing  Balance as at

Use of Net Proceeds upon listing net proceeds Date to 30 June 2020 30 June 2020
RZZ-FF
LTBARN METERE  BLHRME-ZR-RERA ~A=TH
e i e EFj1 =TENMERERR HiEs
Planned use Actual use
Bl EHRAE
(HK$ million)™ (RMB'000)? (RMB000) (RMB000) (RMB'000) Notes
(BgET)" (AREFIL) (AR®TR) (ARETT) (ARWTR) W
Developing new products, improving
our existing products and carrying
out international cooperation
projects
FREHER SRAMMRAERRA 6.9 6,087 41.5% 4241 1876 e Q)
BERAEER
Expanding our sales network and
enhancing our marketing activities
ERAMNHEBERNBRMOHE 45 4,01 27.3% 3,280 2,699 132 0
kisEEES
Developing auxiliary reproductive supply
business
FERYERERE 46 4,100 27.9% 2,19 - 4000 ()
Working capital
EEAE 06 481 33% 334 33 1“0
Total
&5t 16.6 14,679 100.0% 9,974 4,909 9770 (6)
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR O

Notes:

(W)

@)

@)

5)

(6)

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

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

The expansion plan of developing new products, improving
our existing products and expanding our sales network
and enhancing our marketing activities were delayed
due to the impact of the Epidemic and the difficulty to
hire expected number of suitable personnel of different
positions. In view of these, the relevant net proceeds which
were originally expected to be utilised by 31 December
2020 is currently expected to be utilised by 31 December
2021.

The expansion plan of developing the business of the
auxiliary reproductive supplies was delayed because while
the Company continued to analyse the market demand
of the culture medium and outlook of the PRC auxiliary
reproductive supply market and it is expected to take
additional time to observe the potential impact of the
Epidemic on auxiliary reproductive supply market. In view
of this, the relevant net proceeds which were original
expected to be utilised by 31 December 2020 is currently
expected to be utilised by 31 December 2021.

The expected timeline for the application of the unutilised
proceeds is on or before 31 December 2020.

As at 30 June 2020, all unutilised proceeds of approximately
RMB9.8 million have been deposited into major banks in
the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

Comparison of Business Objectives with Actual
Business Progress

The proceeds raised from the Listing are intended to
be used for further strengthening our market position
and expanding our market shares by pursuing our
business strategies. An analysis comparing the
business objectives as set out in the Prospectus
with the Group’s actual business progress for the
period from the Listing Date up to 30 June 2020 is

EEENWR N

XBEREEREREELR

THEREEEEBRBEMNERK
BE 1 — A5 38 58 B P60 T 45 M AL I 3 K 3 AP
WHISHE - BRERMFEFEFER
EEEtTRAPEE=-FT=-_TFAA=1
A2 EBREBER LR TRIIAT -

set out below:

Business objectives as set out in the Prospectus

BRERMMEKER

Actual business progress for the period from the
Listing Date to 30 June 2020
BEmHRZE-2-2FXA=1THZ
BREBKER

Development of new products

FBHER

(i) The Group has completed the clinical trials of vitro
diagnostic reagents for sperm nuclear DNA integrity
reagent and is in proceed with registration; (ii)
spermatozoa diagnostic reagent and sperm mitochondrial
diagnostic reagent were in the preliminary phase, and
we carried out works such as data collecting, sourcing of
materials and equipment; (iii) anti-mullerian hormone with
the application of chemiluminescence technology was
completed the required documentation and undergoing
the demonstration stage of the research and development
program; (iv) the development partner still fix the
technical problem of the fully automated sperm dyeing
detection equipment to meet our requirement; and (v)
the Group perform final test of the prototype of semen
biochemical immunoassay equipment for preparation of
manufacturing.

()R B E SERAE TAZDNASEEE 1 BB SN D BA S O BR AR
ﬁ' ﬁ’&% (i A2 R R IS T2 Bt A
E2EABBRN LR - BB ETEER
T (iREPRERRD TR
‘IE@HW%&%%ﬁ%T@%&-WW?
2 BB T RERAIRBORITEREATES
ﬁﬁ% R ()R Bl R B L EM AR ECR R
REFIGETRIDAHA -

As at 30 June 2020, the Group has filled up the position
of two research and development personnel (one external
recruitment and one internal transfer), two technicians
(both internal transfer) and two production workers (one
external recruitment and one internal transfer). The Group
was unable to hire the expected number of suitable
research and development personnel, technicians and
production workers whose experience and qualifications
meet the requirements of relevant positions as a result of
the limited supply of suitable personnel in the market and
the impact of the Epidemic.

REZT_ZTFXA=1H  AEECEHMBHAEAE
(—RINEPIBEE R — RN AE) - MARITA S (MR
E) RRAHEE A B (—RINBIBIE & — 2 NPT ) MO8
fiz - ARMH HEE ARBERRREETE - AEEK
AERS R TR A B M AT S IR AT E SIS R B R
BIEMEAR - BITABREEAS °
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MANAGEMENT DISCUSSION AND ANALYSIS

EIEJEI:—_T:IW& *ﬁ'

Improving existing products

HREMOREER

Expanding our sales network and enhancing our
marketing activities

BREMNHE/ERMEHFANLHED

Developing auxiliary reproductive supply business
BRENEEERER

Interim Report 2020 #H H®RE

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

AEECHURER [HERBTERASAES] & [
Fhlie —WEREHTERIGES] AERERME
MEBEERRRE REEEMEM

As at 30 June 2020, 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
and the impact of the Epidemic. Our Group's existing staff
took up the work on a temporary basis.

R-Z-TFXA=+TR  ARTSLEEANRHESR
REEHE - AEBEREIE S AR S HBBAAERE
BEEROSBREAR BRIWABREEAE - KEH
REEBTAERAEAMIE -

Because of the effect of the Epidemic, our staff reduced
sales and marketing activities such as: (i) visiting potential
and new customers; (ii) providing pre-sales products
consulting and after-sales products maintenance services;
and (iii) attending conferences.

REEFE  RANE TR HE RTSHEREEN
HhBERFER : (REERE uman’ﬂ&%«éﬁuz&é
BB ¢ RGiNEFEEH -

As at 30 June 2020, the Group has recruited four sales
and marketing personnel and two technicians. The Group
was unable to hire the expected number of suitable
sales and marketing personnel whose experience and
qualifications meet the requirements of relevant positions
as a result of the limited supply of suitable personnel in
the market and the impact of the Epidemic.

RIZ-ZERAZTA - AEERBHENRHEE R EH
ABRMERMAE - AT S LEE NRHEARLZ
BYE - NRERERFENSE O ABTAARBLAT
EREBRRERNSBEHEREHAR -

The Group continued to analyse the market demand
of targeted medium and outlook of the PRC auxiliary
reproductive supply market.

REYERENTSERRTEBHESAREETS
MRS REETT O -



MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

For the six months ended 30 June 2020, the Group's
operations were generally financed by the an internally
generated cash flow and proceeds from the Listing.

As at 30 June 2020, the Group had a total cash and bank
balances of approximately RMB42.0 million, compared
to approximately RMB48.8 million as at 31 December
2019, which were placed with major banks in the PRC
and Hong Kong and denominated in RMB and Hong
Kong Dollars (“HK$") respectively. The decrease was
mainly due to the payment of daily operating expenses.

As at 30 June 2020, the lease liabilities upon application
of HKFRS 16 during the year was approximately RMB1.1
million (31 December 2019: RMB1.6 million). The gearing
ratio of our Group is calculated based on the lease
liabilities divided by total equity as at 30 June 2020 was
approximately 1.6% (31 December 2019: 2.3%).

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 2020, the Group had 74 full-time employees (31
December 2019: 73) 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 9 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. Moreover, the Company has adopted a
Share Option Scheme on 13 January 2020 as incentive for
it's employees, Directors and other eligible participants.
Details of the said schemes are set out under the section
headed “Share Option Scheme” in this report. Details of
the grant of share options under the said schemes during
the six months ended 30 June 2020 were set out in the
announcement of the Company dated 9 April 2020.

EEENWR N

RBESRUBEER

BE-_T-_TFXA=Z+HLERMEA K
SEMEETEAAMELNRERER
LHAERARTES -

RZTEZTFRA=1+H  AEENRS
RIRITHSBBE AN AREW0EET -
M-_E—hAFE+-_A=Z+—HAHARE
488EBL  PAEMRTBREREEELE
BT WA BIAARE KRB T(T#T D
B ZBAPHIEERRARLERI SN -

R-ZZE-ZTFEFXA=1+H RERERS
B BHREERE1RENEERENA
AR1IBBL(ZE-NAF+RA=+—
BH: ARB16BET) - RZZ-ZTF<A
=+A  AEEMNERAGBHER(EHEE
BERAERERETE)NAE16% (ZT—N
F+ZA=+—H:23%) -

BERFMBR

AEBRENTHBRNEEERERS
2R EBREDETL - @F%’r@hﬂﬂz
F ENEESZMEEHARAFNEE
SEFE - %:%:TE/\H,JHEI » R
EREERTEREATARERES (22—
NWNE+—A=+—8B :3R)FAEEH% - &
BASEMEXEIRA(REEENS)

ZE  BRABEREEREARAH
IR T Z PIFE9 -
YHEZESRERESSENRE  TF

2 ABASEERNRERASENES
RERNEBETESZHMNREIE - 1t
SN ARRRZBEZTF-AT=AEMN
BAERTE  LEHEES - EF REME
BRSHEEHAEEELER - Lzt Sl
Zﬁl BN mEBREE -8 - B

ZTZTFRNA=tHILAHEA - 5
E%ﬂﬂ%é?riwﬁ\ HRARBZE_ZTFNW
ANBRASE -
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MANAGEMENT DISCUSSION AND ANALYSIS
EIEJEI:—_T:IW& *ﬁ'

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
during the six months ended 30 June 2020, which only
comprises ordinary shares. As at 30 June 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.

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 2020. 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 prudent treasury
policies in managing the Group’s cash balances and
maintain strong and healthy liquidity ratios to ensure
that the Group is well placed to take advantage of future
growth opportunities.
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

For the six months ended 30 June 2020, save as interest
in associate in relation to the operation of the cross-
border e-commerce platforms, details of which are set
out in the Company’s announcement dated 3 June 2020,
the Group did not make any material acquisitions and
disposals of subsidiaries and affiliated companies.

SIGNIFICANT INVESTMENT HELD

As at 30 June 2020, the Group did not have any significant
investment held.

PLEDGE OF ASSETS

As at 30 June 2020, the Group pledged a motor vehicle
for lease liabilities with aggregate net carrying amount
of RMB488,000 (31 December 2019: RMB542,000).

CAPITAL COMMITMENTS

As at 30 June 2020, the Group had capital commitments
of approximately RMB1,288,000 (31 December 2019:
78,000) in respect of the acquisition of property, plant
and equipment and investment in associate.

CONTINGENT LIABILITIES

As at 30 June 2020, the Company had no outstanding
corporate guarantee (31 December 2019: Nil). As at
30 June 2020, the Group had no banking facilities and
did not have any 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 and
additional investment in associate as disclosed in capital
commitments, the Group does not have other plans for
material investments or capital assets as at the date of
this Report.

S ERE S
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR M

DIVIDEND

The Directors does not recommend the payment of any
dividend for the six months ended 30 June 2020 (six
months ended 30 June 2019: Nil).

SUBSEQUENT EVENTS

The Board is not aware of any significant event subsequent
to 30 June 2020 and up to the date of this Report.
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{OTHER INFORMATION
Hi & xR

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS’ INTEREST IN CONTRACTS

Apart from the contracts relatively 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 six months ended 30 June
2020.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORTPOSITIONS INSHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2020, the interests and short positions
of the Directors and chief executive 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:

ESRERRRREQOHER

BAEBASEER ETETEANS L -
RBEZZT_TFA=ZTHLEREAR
ISR - AN A B ok B A Al 2 AR 1 =) Bl Mt
BARMELETYEASEELGH -
MARAESE  ERBRI(EERGEM L
THRAD ([ERBRR])REESaMEALT
REFEESHEREEARGZNEAR
5 - THEREHR -

EERESTRAERKRS - AERH
REERNERERAR

R-_TB_TEXA=1H BEERHEST
BRABREBESEEAZHEAREADAIRHE
A EE(EEREBEFESTNESR
HREEN([B5RIEGEG ) EXVE)
WA - HERARRID REEEF  BA(—B
BED A BE R FTGEM 18 ) BIRIEE 5 R
EIEHIEXVIBET7 R EPAIE A A 7] KB
RATMERE AR (BEREES BRI
PlERGEXHERE R ERARANT
AERBAR)  WIRBEF KR EIE
352 BB RN ZIEFT e E S A a S
kKR BRBEBRESETEFIIN
GEM EH#RBIE5.46 E5.67 16 BT A
ETETESRRHZIEZETUENG AR
AR TS AR ¢
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OTHER INFORMATION
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Long Positions in the Shares and Share Options

Name of Directors/

Number of ordinary

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

Number of share

Percentage of

Chief Executive Capacity/Nature of Interest shares held” options held® Total interest shareholding®

£%/BRTHABHS a5/ BRE FEEEREAY  FmREREHEY ERi RERA L

Mr. Zhang Shuguang Interests of controlled corporation 240,000,000 4,000,000 244,000,000 61.0%
and concert party®

REREE REEERER-HAPALY

Mr. Zhang Chunguang Beneficial Owner - 4,000,000 4,000,000 1.0%

REREE EREEA

Mr. Poon Lai Yin Michael Beneficial Owner - 4,000,000 4,000,000 1.0%

BREELE ERERA

Mr. He Jiaming Beneficial Owner - 4,000,000 4,000,000 1.0%

WEHELE EREEA

Notes: B s

(1) All interests stated are long positions. (1) FEFSESHAITE -

()

@3)

The calculation is based on the total number of
400,000,000 Shares in issue as at 30 June 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 and
4,000,000 share options 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; (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; and (iii) 4,000,000 share options granted to Mr.
Zhang Shuguang on 9 April 2020.
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(4) Details of the underlying shares of the Company held by
the Director/chief executives are set out in the section
headed “Share Option Scheme”.

Long Position in the Ordinary Shares of Associated
Corporations

Name of Associated
Corporation

Name of Directors/
Chief Executive

Capacity/

Nature of Interest

OTHER INFORMATION
HAth & #}

4) BE/BSOTBRABSEZAXFMEBEK
P EY IS H B RS B) | — 4P -

REBLIEEERZFR

Number of ordinary
shares held®e®

Percentage of
shareholding

ESX/BRTHABME  EEESRE g3/ E P Eima e g oo RREE DL
Mr. Zhang Shuguang Crystal Grant Limited Beneficial owner 100 shares of US$1.00 100%
each
REER A& Crystal Grant Limited ~ E&HEAA 100/ EA%1.00% T2
iz fn
Note: All interests stated are long positions. Mzt : FIERTSIEEHRETR -
Save as disclosed above, as at 30 June 2020, none of the  BR EXPAEEEIN - RZZE-ZF A=

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.

+B  MEEERARAZSTHEAER
RARIHE AR EE (ERRHEHF K
BIRGIEXVER) KR - ABRAAR (D S EHEE
FEAIREES RBAEEHEXVIIETRE
8D EBAMG AN T RIS FTE RT3k
wE (BIERIREF & EE G0 B &SR
)ﬁ”‘f’ﬁ&%ﬁﬁ%ﬁZ%ﬁﬁﬁk (B ) HARE
BH R E GG E352 (BB R IEFT I
Apaﬂﬂﬁ’lfﬂﬂ’é SRR SUREBES R
B E B ZEXVER K GEM _E T iR BI85 5.46 1%
FEE5.67IFBME AR T B PR
HIORE ©
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Substantial Shareholders’ and Others’ Interests and
Short Positions in Shares and Underlying Shares

As at 30 June 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 would fall 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:

FTERREEMATRROREBREDZ
ERERKR

RZZ-_TEXA=+A0 BEEHMM -
ITAL(BRIEEEMIERARBZERITERA
B)RBRMKMBERMD P HEEREES R
mf'ﬂﬂ%XV*B%Z&%B"*KZMXmWﬂS
REIRBRAER - KL HER AR ARE
BHERBEEDIEI6KBFEZELMA
%%mim%-

Number of
ordinary shares  Number of share Percentage of

Name of Shareholders Capacity/Nature of Interest held® options held® Total interest shareholding

REHE /BT 51/ Bt st BREEY FisRRERaY it BRERSI

Crystal Grant Beneficial owner and 240,000,000 4,000,000 244,000,000 61.0%
concert party”

Crystal Grant BRBAAR-BITHALY

Ever Charming Beneficial owner and 240,000,000 4,000,000 244,000,000 61.0%
concert party”

Ever Charming ERBEBEAR-BIBHALY

Mr. Chang Yim Yang Interests of controlled 240,000,000 4,000,000 244,000,000 61.0%
corporation®

REBEE RiEpEEER"Y

Gallizul Global Investments  Beneficial owner 36,000,000 - 36,000,000 9.0%

Incorporated (“Gallizul”)
Gallizul Global Investments B A
Incorporated ([ Gallizul |)

Huang Yan Interests of controlled 36,000,000 - 36,000,000 9.0%
corporation?

Y REEEERY
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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 and 4,000,000
share options are 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; (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; and (iii) 4,000,000
share options granted to Mr. Zhang Shuguang on 9 April
2020.

(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

(3) All interests stated are long positions.

(4) Details of the underlying shares of the Company held
by the substantial shareholder are set out in the section
headed “Share Option Scheme”.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this Report, at no time
during for the six months ended 30 June 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).
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OTHER INFORMATION
Hftr&#

COMPETING INTEREST OF DIRECTORS AND
CONTROLLING SHAREHOLDERS

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 for the six months ended 30 June 2020 and up
to the date of this Report.

INTEREST OF COMPLIANCE ADVISER

As at 30 June 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.
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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 2020.

CHANGES IN DIRECTORS INFORMATION

Pursuant to Rule 17.50A(1) of the GEM Listing Rules, the
change in information of the Director is set out below:

Mr. Chan Kin Sang, an independent non-executive
Director of the Group, is appointed as non-executive
Director of Sino Harbour Holdings Group Limited, a
company listed on the Main Board of the Stock Exchange
(stock code: 1663.HK) with effect from 1 April 2020.

Mr. Kwok Chi Shing, an independent non-executive
Director of the Group, is appointed as independent non-
executive Director of DTXS Silk Road Investment Holdings
Company Limited, a company listed on the Main Board
of the Stock Exchange (stock code: 620.HK) with effect
from 29 May 2020.

Save as disclosed above, there is no other change in
information of the Directors required to be disclosed
pursuant to Rule 17.50A(1) of the GEM Listing Rules.
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OTHER INFORMATION
Hftr&#

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 2020 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.
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OTHER INFORMATION
Hftr&#

AUDIT COMMITTEE AND REVIEW OF INTERIM
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.

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 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 has been
made.

On behalf of the Board

Zhang Shuguang
Chairman and Executive Director

Hong Kong, 11 August 2020
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{UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AEEGBPGERERE2ERAR

For the three months and six months ended 30 June 2020 HE =T =2 F X A=+HIL=EAKX/~{EA

The Board of the Directors (the “Board”) is pleased to
announce the unaudited condensed consolidated results
of the Group for the three months and six months ended
30 June 2020 together with the unaudited comparative
figures for the three months and six months ended 30
June 2019 as follows:

sxe((EEg ) MALMAREREZ
ZoEFRAZTRIE=ZEARSEARDN
REELBHRGAFER  ERBE_T—
NERA=Z+HE=ZEARNEARE
BRLLBRETIT

Three months ended 30 June Six months ended 30 June
BEAA=+AL=MEA BERAZTALAEAR
2020 2019 2020 2019

ik - <12 ik S -3 kS 33 “2-NE
(unaudited) (unaudited) (unaudited) (unaudited)

(REER) (RigER) (REER) (RiEER)

NOTES RMB'000 RMB'000 RMB’000 RMB’000
i B AREFIL AREFT AREFT
Revenue A 4 5,152 6,565 7,208 11,636
Cost of sales SHERR A (1,507) (1,867) (2,046) (3,185)
Gross profit =7 3,645 4,698 5,162 8,451
Other income ELON 5 55 70 119 116
Other gains and losses Aol kB 6 (117) 499 274 (169)
Impairment losses on trade and ~ E 5% b B IERE
other receivables, net of BB MBRED
reversal 7 - (145) (610) 496
Selling and distribution expenses  $5t R A #F% (1,374) (1,554) (2,802) (2,918)
Administrative expenses ABFER (4,854) (2,411 (7,109) (4,474)
Research and development RS
expenses (695) (522) (1,112) (832)
Finance costs BERA (14) = (29) -
(Loss)/Profit before tax BT (B518) /&H 9 (3.354) 635 (6,107) 670
Income tax expense FifsBA% 8 - (264) - (447)
(Loss)/Profit for the period BRANFIREATES
attributable to the owners of (B8) /57
the Company (3,354) 3N (6,107) 223
Other comprehensive (expense)/  Eft 2 (Fix) /M
income:
Item that may be reclassified A g EE
subsequently to profit or loss Bmt)BE
Exchange difference on GRERZER
consolidation 5 - 3) -
Total comprehensive (expense)/  AARIEBAEEHN2E
income for the period (%) Nhaes
attributable to the owners of
the Company (3,349) 3N (6,110) 223
(Loss)/Earnings per share SR (BR) /&7 1 RMB cents RMB cents RMB cents RMB cents
A ARHEN AR AEEN
Basic and diluted EAREE (0.84) 0.09 (1.53) 0.06
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KUNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
AEELERFEESMBRR T

At 30 June 2020 R=T=TFA=+H

30 June 2020 31 December 2019

—ZT-NF
+=A=+—8
(unaudited) (unaudited)
(CREEEZ) (REEEZ)
NOTES RMB’000 RMB’000
B 3 ARETFT ARETFT
Non-current assets ERBEE
Property, plant and equipment ME - BEKRK 12 9,423 9,722
Intangible assets | AE 13 2,910 2,914
Interest in associate S NGl £ 39 -
Right-of-use assets EREEE 14 1,336 1,351
Deposits for acquisition of WHEME - BE R
property, plant and equipment BBz RE 1,257 1,257
14,965 15,244
Current assets MENEE
Inventories TE 3,906 2,703
Trade receivables 5 el s 15 8,592 10,079
Other receivables, deposits and Ht WA - ke
prepayments RIERAFIE 3,602 1,893
Bank balances and cash SBITRHBRERE 42,042 48,793
58,142 63,468
Current liabilities mBAE
Trade payables =) AE e 16 1,321 1,030
Other payables and accrued H At FE {5t 3R IB X FE
charges sHER 2,340 3,797
Contract liabilities AREE 696 292
Lease liabilities HERE 1,086 1,181
Deferred income — government IEIE WA — BT
grants By 45 45
Tax payable AR 21 866
5,509 7,211
Net current assets RBEEFE 52,633 56,257
Total assets less current liabilities EERERRSAE 67,598 71,501
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{UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
AEELERFEESMBRR T

At 30 June 2020 R=Z_ZHXA=+H
30 June 2020 31 December 2019
z —T-NF
+=A=+—8
(unaudited) (unaudited)
(R EZ) (REEEZ)
NOTES RMB’000 RMB’000
Bt 5 ARETT ARKETFT
Non-current liability FRBEE
Lease liabilities HERE - 431
Deferred income — government WA — BT
grants B 363 385
363 816
Net assets BEFE 67,235 70,685
Capital and reserves BARRG#EE
Combined capital/share capital AOFEAR BN 17 3,509 3,509
Reserves =155 63,726 67,176
Total equity iR 67,235 70,685
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JUNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
ARELERFEEERLBR

For the six months ended 30 June 2020 BZE =T T4 XA=+HIL/XEA

Reserves
EL
Share Capital ~~ Statutory ~ Translation ~ Share option  Accumulated
Capital ~~ premium Teserve fesenve Tesrve Teserve profits ~ Sub-total Total

B BOEE  EABE  AERE  EMER BRERE i 5 it
RMBOOD  AMBOD  RMBOOO  RMBOOD  RMBTOD  AMBOOD  RMBOO  RMBOOO  RMB00
ARETR ARETE ARETT ARBTE ARETZ ARETE ARKTT ARETZ ARETR

At 1 January 2019 (audited) W-E-NE-A-A
(5%%) 3,509 47,48 1,943 1734 - - 16,587 67,512 nom

Proft and total comprehensie  EAETIRZER K LE
expense for the period - - - - - - m m m

At 30 June 2019 {unaudited) RZE-NERA=TR
(2%) 3509 4748 1943 1734 - - 16810 61T 714

At 1 January 2020 (audited) HW-E-%F-5-A

(=20 3,509 47,48 1,943 2302 (52) = 15735 67,176 70,685
Loss for the period BhER - - - - - - 6107 G107)  (6100)
Other comprehensive expense: 2R :

Item that may be relassified ERTREREERRY
subsequently to profit or loss g

Exchange difference on consolidation  5A4EH £ - - - - 6] - - 6] 6]

Total comprehensive expense for  BAZERREE

the perod - - - - ] - Eo) GO 610
Transaction with owners: BEEALRS:
Recognition of equity-settled share ~ BEFZRALEHKAT

based payments fiZiE S - - - - 2660 - 2,660 2660

At 30 June 2019 {unaudited) R=E-NErR=1R
(*%7) 3,509 47,48 1943 2302 (55) 2,660 9,628 63,726 67,235
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{UNAUDITED CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS
AEELERFESHERNER

For the six months ended 30 June 2020 BZE =T T4 XA=+HIL/XEA

Six months ended 30 June

BEXNA=THLEXRER

2020 2019
—EoTE —TNEF
(unaudited) (unaudited)
(REEEZ) (REEEZ)
RMB’000 RMB’000
ARKFT AREFT
Net cash used in operating activities B EEHER SRR (5,021) (7,767)
Net cash used in investing activities RERDFAR S T8 (698) (967)
Net cash used in financing activities BMERBDEREFE (1,029) -
Net decrease in cash and cash equivalents H& MRS FEMR L FE (6,748) (8,734)
Cash and cash equivalents at beginning £z HE RELESEY
of the period 48,793 54,797
Effect on exchange rate change ERZBHNTE 3) =
Cash and cash equivalents at end of the &R 2BHERESEEY -
period, represented by bank balances BIRTHEHBERES
and cash 42,042 46,063
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{NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
AEELERFE S RRM

For the six months ended 30 June 2020 BZE =T T4 XA=+HIL/XEA

*

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, FINEREMESZTIZAR
~&] (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

REEZERFE M BERRM

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

BASIS OF PRESENTATION

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") assured by the Hong Kong
Institute of Certified Public Accountants ("HKICPA")
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.

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 2019 as set out in the
annual report of the Company dated 31 March
2020, except for those that relate to new standards
or interpretations effective for the first time for
periods beginning on or after 1 January 2020 and the
adoption of the accounting policy for “Equity-settled
share-based payment transactions” set out below.
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 3.

2FIEE
AEERERGZE T RYBIERR VIR
REEGFMAG(EREAEHA
g RMBOABEREEYBREER
(IERMB|MEER ) TEGHE
AT EBEEER ) KRBT XRE
RIBERMBERERER ) ARFEED
622 B E BN RGP A TR IR E M 4w
oo Mo REBREREGE D HY
BHREEGEM EMARRRENERA
B -

RACEALERER A P HAM B3R K TR IR
ARBIBHPA-_ZT-_TF=A=1+—H
WERFHBE-E—NEFE+=_A=1+
—HIEFENKEEZMBREMFEAR
HRESHBRMAR RN T
TFE—R—AkzEABZHEEER
R ER R R IERBERINRER
LATNET R ARG 4 B 2 AR5 B R 3R
PZEEER AT RIEIEETE
RIS R ZE AR EER AL
EHHVBERRTBESATE - A%
B ERATRMNA S TR E BAE N
KRR Z ] RS T B AU R
AR - REFAB BT EAFE34
SR RSB ERSR A P VB RRE
SKEBEED HE - Fet RER
BEAHE - BT RBREAGHERRZ
BRARAFESBIFMEREERA
B WaEkAZ2E88  BERERA
BEEZEMAAMER - REYBER
KRECEL EARHE R AR
HEYZRME3RE -
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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 2019. 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 2019 consolidated financial
statements.

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.

Equity-settled share-based payment
transactions

The fair value of services received determined by
reference to the fair value of share options granted
at the grant date is expensed on a straight-line
basis over the vesting period, with a corresponding
increase in share options reserve within equity.

At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to ultimately vest. The impact of the
revision of the estimates, if any, is recognised in
profit or loss with a corresponding adjustment to
share options reserve.

At the time when the share options are exercised,
the amount previously recognised in share options
reserve will be transferred to share premium. When
the share options are forfeited after the vesting
date or are still not exercised at the expiry date,
the amount previously recognised in share options
reserve will be transferred to retained profits.

Interim Report 2020 #H H®HE

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
REEREREE M BRRME

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REEZERFE M BERRM

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

Where an equity-settled award is cancelled, it is
treated as if it had vested on the date of cancellation,
and any expense not yet recognised for the award is
recognised immediately. However, if a new award is
substituted for the cancelled award, and designated
as a replacement award on the date that it is granted,
the cancelled and new awards are treated as if they
were a modification of the original award.

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 2019 annual financial statements.

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.

it A H BN - RIRERE
REESHHHRE - M EfA R 2w
BRZAXHEESER - AW - HE
HITRERE D EHED  IREH
AHEEABNRER D EHRN
REORBRREEB 2R -

IR P 3l R A E

REEAREEZE RS R R
RBED  EEERERAEES
BUR S E H B B R A R (45T I HEE R
ENEERRE T -NFFERBER
RETERERR -

Wz o ERE R
AEBENKEEHEBNE —NEE
DEP - BERHIE AEREELED
HAELHHEFARMBE - UL
DETIARBEARRE 2 &5 BR R R
ZARERREREEHT - HER
SEEFEMAES(NEELER
RE)BRENENZERTIEERZD
MBSO o BRAREEBEARY
BRI - BB B R A MY BE
e
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEERBREE W RRM T

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

The following is an analysis of the Group's revenue: AT REAREBKZRZ DT

(a) Revenue from major products (a) XEmWE
Three months ended 30 June  Six months ended 30 June
BEAA=tHL=ZM@A BEAAZHALAEA
2020 2019 2020 2019
- CZCTE ZZ-NE

(unaudited) ~ (unaudited)  (unaudited)  (unaudited)
(RiER)  (REER) (REER)  (REER)
RMB'000 RMB000 RMB'000 RMB000

AREFT A AREFT
Sales of biological reagents SHE A RE|
Male fertility IVD reagents BRABEIND 4,575 5343 6,109 9,624
Parasite antibody detection reagents &4 B ZFiRE ]ﬁ”;‘ﬂ 257 708 571 1,040
Epstein-Barr Virus antibody detection  EBFE1REIFE
reagents 24 168 129 363
Sales of auxiliary reproductive HERYEEARNRE
supplies and equipment 29 346 399 609
Total @it 5,152 6,565 7,208 11,636
(b) Types of customers (b) EFHEHR
Three months ended 30 June  Six months ended 30 June
BZAA=tRL=MEA BERA=tHLAER
2020 2019 2019
“2-NF “2-NE
(unaudited) (unaudited) (unaudited) (unaudited)
(REEEZ) (Ri8#E%)  (REER) (REEEZ)
RMB'000 RMB’000 RMB’000 RMB’000
F AREFT T ARETT
Distributors P 2,469 3,898 3,655 6323
Non-distributors EDHE 2,683 2,667 3,553 5313
Total 3t 5,152 6,565 7,208 11,636
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ARERERFE S BHERME

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

(0

(d)

Geographical information

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

Information about major customers

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

(0

(d)

Three months ended 30 June
BEAA=HAL=M@A

I i K

AR RE RN HEE S AL
Z Uk B R B R IR A AT
NEEDAEBZIERBEE(E
BENREBHEAEEERINE
B ARE - R E RS
HER o

BRIEEFNESR
BEGEAEEBAKEI10%IA E
NEF (BEZAREGIERE) N
IEFURNE

Six months ended 30 June
BEAAZHALAEA

2019 2020 2019
“T-nF “Z32TF ZENE
(unaudited) (unaudited) (unaudited)
(REER)  (REFY (REER)
RMB’000 RMB’000 RMB’000
AREFT HFT  AREF
Customer A ZPA 605 829 884 1,555
5. OTHER INCOME 5. HftitkA

Three months ended 30 June  Six months ended 30 June

HEAA=THILE=MEA BEANA=THIEAEA
2020 2019 2020 2019
T-%% ZE-AF T2 ZB-NF
(unaudited)  (unaudited)  (unaudited)  (unaudited)
KEER)  (REER)  (REEZ (REER)
RMB’000 RMB’000 RMB’000
/ T AREFTL ARETFT
Government grants BB 12 12 34 23
Bank interest income RTFISMA 43 49 85 84
Sundry income HIARA - 9 - 9
55 70 119 116

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

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

6. OTHER GAINS AND LOSSES

Three months ended 30 June
BEAAZTHLEZ{EA

6. Hftuis R &8

Six months ended 30 June
HEAA=tALAER

2020 2019 2020 2019

=TT BN —B-RF  —EBhA

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

(ReEn)  (REER)  (GEER) (REER)

RMB’000 RMB’000 RMB’000 RMB’000

AREFT  AREFT AEETFT

Foreign exchange (losses)/gains EX(68),/ (117) 489 274 (179)
Gain on disposal of property, plant and HENE  BEREZEZ

equipment Yezs - 10 - 10

(117) 499 274 (169)

7. IMPAIRMENT LOSSES, NET OF REVERSAL 7.

Three months ended 30 June
BEAAZTHLEZ{EA

RERE - HREE

Six months ended 30 June
BEXASTHLAEA

2020 2019 2020 2019
=TS =2 IER ==t
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(RiER)  (RIERER)  (REER)  (REER)
RMB’000 RMB’000 RMB’000 RMB’000
A T AREFT Fr ARETT
Impairment losses recognised (reversed) on B HA(BEE)FEEE
- trade receivables —BHEWFE - 145 610 (473)
- other receivables — Bt MR - = - @3)
- 145 610 (496)
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ARERERFE S BHERME

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

8. INCOME TAX EXPENSE 8. FifSHipx%

Three months ended 30 June  Six months ended 30 June

BEAASTALZMEA HEAA=tALAER

2020 2019 2020 2019
: “B-NF Jk s “B-NE
(unaudited) (unaudited) unaudited) (unaudited)
(REER) (REEEZ) = (REEEZ)
RMB’000 RMB’000
AREFT  ARETT ARETT
PRC Enterprise Income Tax (“EIT") hEEREH
([EEmEH])
Current tax BB 316 47

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

N EY oo g A S Eaaiii VAL OFN/NCTDN )
BARYEE - RPBEKL 2 EBA
EHRBECEMBHEEHRE E%@%
B - BRASKEF BN BR
WEE%ﬂﬁﬁ%ﬁmﬁirﬁﬁ

and High Technology Enterprise” and therefore is AIZH15%NEBEHE - ZEHKE
entitled to a concessional tax rate of 15%. The BERAB=FREATERBERE

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 six months ended 30 June 2020 and
2019.

No provision for deferred taxation has been made
in the unaudited condensed consolidated financial
statements as there were no significant temporary
differences arising during the six months ended 30
June 2020 and 2019 or at the end of each reporting
period.

B FYERSOBELRIGERE
2EBAE-T—N\FE+A  BMEA
BHE-Z-_TF+-_A=+—HI=
o

HRAEENHE T _TFR_T—
NERNA=Z+THIENERATEESSE
ERERBTEN - MU ERBTANER
PEH B -

HERBE_Z_ZFR_T-NFXH
:+E¢Aﬂﬂi%ﬁ%%ilﬁiﬁ
ERHMEEZRE  AUARKEXREHES
BTSRRI A PREIE B IR B -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEBERERGEEMBHRRME

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

9. LOSS BEFORE TAX 9. BRBAIEE
Three months ended 30 June  Six months ended 30 June
BEAA=THLE=MEA BEAAZTHLAEA
2020 2019 2020 2019
—T-TF BN —BFF B hf%
(unaudited)  (unaudited)  (unaudited)  (unaudited)
hiEE) (REER)  (REER) (REER)
RMB'000 RMB’000 RMB'000 RMB’000
T AREFT A T AREFL
Finance costs MERK
Finance charges on lease liabilities HERBMIKER 14 - 29 -
Staff costs, including directors’ BIRK
remuneration BEESHMH
Directors’ emoluments BEHH 504 264 987 551
Other staff costs HtEIRA
Salaries, bonus and other benefits ¢ - RAREMET 1,867 1,755 349 3,481
Contributions to defined contribution EREFG BT
plans 227 349 439 540
Equity-settled share option expenses IARR R 4 4 B IR IE R 2 2,660 = 2,660 =
5,258 2,368 7,578 4,572
Other items HitER
Auditor's remuneration 2 Gl 160 300 318 600
Amortisation of intangible assets B EESE 9% 88 182 176
Depreciation of property, plant and NE - BEREERE
equipment 436 408 904 765
Depreciation of right-of-use assets FHRELENE 272 110 500 220
Other rental and related expenses HpHERAERY 22 106 34 212
10. DIVIDEND 10. B2

BE_ZT-_TER_T-NE~A=1+
BIEAEAR  AEBEBERMNREIR
FRARE @ RERSHRNEEZRR
RHEMARS °

No dividend was paid or declared by the Group
during the six months ended 30 June 2020 and
2019, nor has any dividend been proposed since
the end of the reporting period.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ARERERFE S BHERME

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

11. LOSS PER SHARE 1. BREE
The calculation of the basic and diluted loss per KA RER ARESREANEEEE
share attributable to the owners of the Company BT ETER A TEIR ¢

is based on the following data:

Three months ended 30 June  Six months ended 30 June
BEAASTHLZMEA BEAASTHLAREA

2019 2020 2019

“B-NE TS —BNE

(unaudited) (unaudited) (unaudited) (unaudited)
(RiER)  (RIEER)  (REER)  (REER)

RMB'000 RMB’000 RMB’000 RMB’000

AEBFT  AREFT ABETT AREFR
(Loss)/Profit: (&), 5H -
(Loss)/Profit for the period attributable to st EBBREA(EE) /
the owners of the Company for the RAFMARARARE
purpose of basic (loss)/earnings per AEHER(ER) /
share il (3,354) 3N (6,107) 23
‘000 ‘000 ‘000 ‘000
T T T T
Number of shares: RiABE
Weighted average number of ordinary STEGREKEF
shares of the Company in issue for the  FTAAAGIE (T
purpose of basic earings per share LRERMETIE 400,000 400,000 400,000 400,000

Diluted loss per share

The computation of diluted loss per share does
not assume the exercise of the outstanding share
options since the exercise price per share option
was higher than the average share price of the
Company, respectively.

BREEEE

S5 S R 3 4 R R 2 B
170 R 1T R R T - RER
SHBBENTEESRARTNHTS
B -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERFE SN RRM

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

12. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020 the
Group acquired property, plants and equipment of
approximately RMB605,000 (six months ended 30
June 2019 approximately RMB595,000).

13. INTANGIBLE ASSETS

12. ¥ - RERRE
RBEZT=_ZFA=TRHILEAE
B AEEEENE - BERRED
AR¥605,000 (Bt =F—hF~A
=+HIEAEAR  HARKES95,000) °

13. B EE

Development costs

BREA
RMB’000
ARKETFT
COST B
At 31 December 2019 RZT—NF+=-A=+—H 4,321
Additions NE 178
At 30 June 2020 RZZ-FFA=+H 4,499
AMORTISATION HeH
At 31 December 2019 R=—Z—NF+=-A=+—A8 1,407
Provided for the period BB 182
At 30 June 2020 RZT_TFAA=1+H 1,589
CARRYING VALUES BREE
At 30 June 2020 RZT-TFXA=1+H 2,910
At 31 December 2019 RZZT—NAF+=A=+—8 2,914

Development costs are internally generated and has
finite useful lives and amortised on a straight- line
basis over 5 years.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REEZERFE M BERRM

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

14. RIGHT-OF-USE ASSETS 14. EREEE
Factories
and
Motor office
vehicles premises Total
AE st
RMB’000 RMB’000
AE®TT A T
Reconciliation of carrying amount  FRE{EY
At 31 December 2019 RZE-NF+-A=+—-H 542 809 1,351
Additions RE - 849 849
Derecognised #RIEHER - (364) (364)
Depreciation e (54) (446) (500)
At 30 June 2020 R=Z=FTF A=1A 488 848 1,336
At 30 June 2020 RZZ-TF A=1+H
Cost KA 542 1,559 2,101
Accumulated depreciation e (54) (711) (765)
488 848 1,336

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

underlying assets.

ATHERRE AR - RIFESH
HA#E  BRAIGAEEEEZRAA
SEER - WA IEARKEHE R
IERAE -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERFE SN RRM

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

15. TRADE RECEIVABLES

15. B 5 BWHIE

31 December
2019

—T-NE
AA=+8 +=A=+-8

30 June 2020
TTF

(unaudited) (audited)

(RI&HEZ) €&

RMB’000 RMB’000

AR¥F T ARETTT

Trade receivables B S EMGRIE 11,777 12,653
Less: allowance for credit losses B EEEBRE (3,185) (2,574)
Total et 8,592 10,079

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
(net of allowances for credit losses) presented based
on the dates of delivery of goods.

—RBmE  AEEEERRERRM
AAEFWEES  MARERRS
BEATREGHNMARER - &5 T
EHEEMmME @ AEBHRTERE
SHBERTRAZEREFERNESR @ B
BRI ZERP30E180KRMEER - M
TEAEMEERLEER -

BEGZN B2 E 5 KRR
AT

31 December
2019

—T-NE
ANA=+H +=ZA=+—8H

30 June 2020

TTF

(unaudited) (audited)

(REEEZ) (BEZ)

RMB’000 RMB'000

ARMFT ARMTFIT

0 - 30 days 0E30k 1,340 2,488
31 - 90 days 31%90% 2,767 2,811
91 - 180 days 91180k 850 2,698
Over 181 days HBiR181K 3,635 2,082
8,592 10,079
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REEZERFE M BERRM

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

16. TRADE PAYABLES

In general, the Group will make advance payment
to suppliers before the materials are received. Some
of the suppliers may deliver the materials to the
Group without requesting advance payment and a
credit period ranged from 30 to 90 days is granted
by these suppliers.

The following is an aging analysis of trade payables
presented based on the invoice date:

16. E S ENRE

BE - AEESEBUSMH AT R E
BRMKE - O REBTEERTR
NHREBERT MR TFAEE
ZEREBERENTIOREIOKRZ
EEH -

ERBFEEHNE ZRNFIRNKE D
ranT

31 December

30 June 2020 2019
—T-TF —BAF
ANA=+H +=A=+—8H
(unaudited) (audited)
(REEEZ) € &29)

RMB’000 RMB’000

0 - 30 days 0%E30% 30 435
31 - 90 days 31E90k 320 58
Over 90 days BIBI0K 971 537

1,321 1,030
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

REERERFE SN RRM

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

17. SHARE CAPITAL 17. B4
Number
of share Amount Amount
i€ E x| ]
HK$ RMB’000
BT ARETFT
Authorised ordinary shares BRO.01BTZEE
at HK$0.01 per share: TZER
At 31 December 2019 (audited) RZT—AE+=A
and 30 June 2020 (Unaudited) =t+—B#EER)
_2— = i/ \ﬂ
=T HCRESER) 1,000,000,000 10,000,000 8,851
Issued and fully paid ordinary BROOIBTZERITR
shares at HK$0.01 per share: BREZER
At 31 December 2019 (audited) RZZ—NFE+=A
and 30 June 2020 (Unaudited) =+—B(EER)
k=Z=FTFXA
=+HCREER) 400,000,000 4,000,000 3,509
18. CAPITAL COMMITMENTS 18. EAEIE
30 June 31 December
2020 2019
—B_FF —B-NF
NA=+HE t=ZA=+—8H
(unaud\ted) (audited)
(REEEZ) (BER)
RMB’000 RMB’000
ARETFT
Capital expenditure in respect of the REEME  BERRE
acquisition of property, plant and PASHF L ER &3 ¥
equipment contracted for but not ERERGE M BRE
provided in the unaudited condensed FHRZ B AEYE
consolidated financial statements 798 78

Capital expenditure in respect of the MIRBEREE R ZERT

investment in associate but not provided — #J{E I # 7 R AR AL

in the unaudited condensed consolidated ~FR#R & BFF5 3R A TR 2

financial statement BARAEYE 490 _
1,288 -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ARERERFE S BHERME

For the six months ended 30 June 2020 HE—Z-Z 4, XA=+HIE~EA

19. RELATED PARTY TRANSACTIONS 19. BEFRS
(a) Related Party Transactions (a) BEAZRS
Save as disclosed elsewhere in the unaudited BRI EZERSRE M RERE
condensed consolidated financial statements, i m 2 BB  BEZT=F
the Group had entered into following FRZZF-NAFARNA=ZTHIEANE
transactions with its related party during the A AEBEEBESTLIUT
six months ended 30 June 2020 and 2019: R

Six months ended 30 June
BUXA=ZTHLEXREAR

2020 2019
—F_TF —T—NEF
(unaudited) (unaudited)
(REEEZ) (REEEZ)

RMB’000 RMB’000

ARETT ARETFT

Rental and utilities expenses paid to  EfHFEIIEBH 2 HE K

Shenzhen Junxuan N3 447 415
Shenzhen Junxuan is ultimately controlled by BE-_Z—NEFrR-_ZT—\FA
Mr. Zhang, the director of the Company and =FTRHEAREAR  AINEEFHK
Shenzhen Huakang, during the six months RNABFINERZEERE LA
ended 30 June 2020 and 2019. RISPEH -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEBERERGEEMBHRRME

For the six months ended 30 June 2020 HZE-Z-ZF,XA=+HIEEA

(b) Compensation of key management (b) TEEHEAESHMH
personnel
The emoluments of directors as key management EF(ERFAESEFZEEABE
personnel of the Group during the six months EZETHER-IT-NAFARAZ
ended 30 June 2020 and 2019 were as follows: THIEANEAZFMAT

Six months ended 30 June
BLEANA=1+HILEAXEAR

2020 2019

N =

(unaudited) (unaudited)

(RICEZ) (REEEZ)

RMB’000 RMB’000

Af T AR TFT

Salaries, bonus and other benefits e - A REAMER 934 382
Contributions to defined contribution 5%5E 3t 84tk

plans 53 38

Equity-settled share option expenses LA RS ## 45 5 ) i A A A s 1,636 -

2,623 420
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