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

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

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

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

This report, for which the directors (the “Directors”) of China Biotech Services Holdings Limited (the
“Company”) collectively and individually accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM (the “GEM Listing Rules”) for the purpose
of giving information with regard to the Company. 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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CHAIRMAN'S STATEMENT

‘.Dear Shareholders,

On behalf of China Biotech Services Holdings Limited (the “Company”) and its subsidiaries (collectively, the
“Group”), | am pleased to present the annual report and the audited consolidated financial statements of the
Group for the year ended 31 December 2021 (“2021 Year") to the shareholders of the Company.

REVIEW OF THE 2021 YEAR

In the 2021 Year, the Group's revenue from the provision of medical laboratory testing services and health
check services segment continued to consolidate. For the 2021 Year, the Group recorded revenues of
approximately HK$623,761,000, representing a slight decrease of 4.88% as compared with the corresponding
period in 2020. The Group recorded a gross profit of approximately HK$358,020,000, representing a
year-on-year increase of 5.59%, and a gross profit margin of 57.40% (2020 Year: 51.71%).

The novel coronavirus (the “COVID-19") pandemic stayed undulating in 2021 with outbreaks of variant strains
of the virus occurring from time to time. In order to control the pandemic, governments around the world had
imposed unprecedentedly stringent quarantine control on passengers and cargoes crossing border. Normal
cross border travel between Hong Kong and Mainland China had yet to resume in the year. Prior to the
release of an effective medication for the treatment of the COVID-19, rapid nucleic acid testing (“NAT") is
still considered to be one of the most reliable ways to control the spread of the disease.

As the local NAT market kept evolving into a mature stage in the 2021 Year, the Group had been adjusting its
business directions in preparation for a post pandemic era. On the one hand, we had taken up measures to
maintain our leading position in the NAT market by focusing on more value-added services to enhance profit
margins. On the other hand, we worked to bring in more precision diagnosis technology to enrich our scope of
services.

On the prospective of precision therapeutic, the Group had made significant progress on research and
development of immune cell therapies. At the same time, the Group had pressed forward for a new project
in the year aiming to commercialize the world’s first approved targeted radiotherapy technology for the
treatment of solid cancer tumors. All these brought us a step closer to fulfill our mission to provide more
advanced precision therapeutic treatment to the patients-in-need, especially for those with blood and solid
tumors.

Let us go through the key milestones we had achieved in the 2021 Year below.

LEADING POSITION IN NAT SERVICE MARKET HAD BEEN WELL SECURED AMID A
GRADUAL NORMALIZATION OF DEMAND

Sunrise Diagnostic Centre Limited (“SDCL"), a non-wholly controlled subsidiary of the Company, is one of
the largest NAT laboratories for COVID-19 in term of installed capacity in Hong Kong. The laboratory of SDCL
obtained accreditation under the Hong Kong Laboratory Accreditation Scheme operated by the Hong Kong
Accreditation Service. SDCL won the biotechnology award in the healthcare technology category at the “HKB
Technology Excellence Awards” in 2021 presented by Hong Kong Business magazine.

Even with no large scale community testing programme similar to the Universal Community Testing
Programme organized by the HKSAR government in 2020 executed in 2021, SDCL cumulatively completed
the NAT for COVID-19 of over 3.6 million samples in the 2021 Year, representing more than 50% growth in
volume compared to the 2.3 million samples completed in 2020.

CHINA BIOTECH SERVICES HOLDINGS LIMITED ANNUAL REPORT 2021
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MORE NEW MEDICAL LABORATORY TESTING AND HEALTH CHECK SERVICES HAD
BEEN LAUNCHED

Despite the decrease in revenue from the service of NAT for COVID-19, the demand for pre-vaccination
health check services increased significantly during the 2021 Year as more Hong Kong people got vaccinated,
leading to a remarkable increase in the revenue of other medical laboratory and health check services in the
2021 Year. In addition to pre-vaccination health check services, the Group also launched new services such as
cervical cell (ultra-thin smear) screening, HPV vaccination and cPass™ test for novel coronavirus neutralizing
antibodies in the 2021 Year. The Group also successfully introduced a number of COVID-19 testing technology
platforms and rapid tests for COVID-19 from different suppliers.

THE NGS-BASED TESTING SERVICE FOR QUALITATIVE DETECTION OF SOMATIC
MUTATIONS IN DNA FOR CANCER PATIENTS ARE ABOUT TO LAUNCH

The Group’s research and development and new technology commercialization teams also made continuous
efforts to develop comprehensive products and services for diagnosing and treating various kinds of cancer
tumors. New businesses in the pipeline to be launched soon include the testing services for qualitative
detection of somatic mutations in DNA derived from non-small cell lung cancer (NSCLC) and colorectal cancer
(CRC) on lung and colon by using the first FDA-approved cross-cancer companion diagnostic assay developed
by Pillar Biosciences Inc. of USA.

STAGE | CLINICAL TRIAL ON THE FIRST APPROVED INVESTIGATIONAL NEW DRUG
STARTED

Since Shanghai Longyao received the approval for initiating a stage | clinical trial (“the Trial”) on its
investigational new drug (“IND"”) named as LY0Q7 Cellular Injection (“LY007 Injection”) from the National
Medical Products Administration of China ("“NMPA") in January 2021, all necessary regulatory procedures
for starting the Trial had been completed in the year. LYOO7 Injection is the first and the only CD20-targeted
autologous chimeric antigen receptor T-cell (“CAR-T") therapy product approved by NMPA for initiating a
Trial. It has been classified as a Class 1 IND for the treatment of relapsed/refractory CD20-positive B-cell
non-Hodgkin lymphoma.

By the end of September 2021, Professor Zhao Weili, Vice President of HEXiBAZEERHBRSER (in
English, for identification purpose only, Ruijin Hospital of Shanghai Jiao Tong University School of Medicine)
(“Ruijin Hospital”) of Shanghai, and Professor Li Jianyong, Head of the Department of Hematology of /T
#E AREPBT (in English, for identification purpose only, Jiangsu People’'s Hospital) (“Jiangsu Hospital”)
of Jiangsu, have been appointed by EEERAEVEHEARAF (in English, for identification purpose only,
Shanghai Longyao Biotech Company Limited (“Shanghai Biotech”)) as the co-principal investigators of the
Trial. In January 2022, kick-off meetings of the Trial had been convened in the Ruijin Hospital and the Jiangsu
Hospital. The first patient case enrolled in the Trial has been undertaken by the Ruijin Hospital on 1 March
2022.
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PROGRESS

On the other hand, investigator-initiated trials (“lITs”) had been sponsored by Shanghai Longyao for another
two CAR-T products in the 2021 Year. One of these CAR-T products under IIT is a CLDN18.2-targeted therapy
for the treatment of pancreatic or gastric cancer whilst the other one is a CD19-targeted universal CAR-T for
the treatment of relapsed/refractory CD19-positive B-cell non-Hodgkin lymphoma or leukemia. By the end of
February 2022, four patients have been enrolled in the CLDN18.2-targeted CAR-T project with clinical trials
being conducted by the appointed investigators in the fRINERIKE[IEEFT (in English, for identification
purpose only, the Affiliated Hospital of Xuzhou Medical University) of Jiangsu. Applications for Trial of these
two CAR-T products under IITs will be submitted to NMPA in case significant results have been obtained.

CANCER TREATMENT CENTER PROJECT ADOPTING THE WORLD’S FIRST
APPROVED BNCT TECHNOLOGY HAS BEEN ADMITTED TO BOAO INTERNATIONAL
MEDICAL TOURISM PILOT ZONE IN HAINAN

On 17 November 2021, the Hainan Boao Lecheng International Medical Tourism Pilot Zone (the “Boao
Lecheng Pilot Zone"”) Administration (the “Administration”) granted an approval of admission to the
Company for the setup of a cancer treatment center (the “Project”) in the Boao Lecheng Pilot Zone adopting
the world’s first approved boron neutron capture therapy (“BNCT") technology from Japan.

The treatment system and complementary drug based on BNCT were approved by the Ministry of Health,
Labour and Welfare of Japan to put into clinical uses in March 2020. The approved indications are for the
treatment of head and neck carcinoma with further indications to be included upon completion of valid clinical
trials. BNCT is a proven radiotherapy that can specifically destroy targeted tumor cells with little damage
bringing to tissues infiltrated by the tumor.

The Group entered into a zone admission and investment agreement with the Administration on 28 February
2022. The successful execution of the Project is in line with the Group’'s mission to deploy precision
treatment to patients in need.

In the 2021 Year, the Group remained steadfast in securing its pivot position in the NAT service market. In
anticipation of a trend of normalizing demand for NAT services and the ushering in the post-pandemic era, the
Group had undertaken a number of initiatives to strengthen our competitive edges in the medical test services
and health check service segment. The Group had also made significant breakthrough in the research and
development of immune cell therapies and achieved certain key milestones in the commercialization of BNCT
technology. Within a foreseeable time horizon, the Group is expecting to deliver these precision therapeutic
technologies into clinical uses, especially for the treatment of blood or solid tumors. At the end, we are
dedicated to create the greatest value for our shareholders through the development of better precision
diagnostic and therapeutic services to person-in-need. The Group will continue to go for these twin targets
prudently and tactically.

CHINA BIOTECH SERVICES HOLDINGS LIMITED ANNUAL REPORT 2021



CHAIRMAN’S STATE

APPRECIATION

| would like to take this opportunity to express my sincere thanks and gratitude to all our business partners
and shareholders for their continuing trust and support in the Group. | would also like to thank all staff and
members of the board of Directors for their dedicated efforts and contributions to the Group over the past
year.

Liu Xiaolin
Chairman and Executive Director

Hong Kong, 28 March 2022
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” FINANCIAL REVIEW

During the year ended 31 December 2021 (“2021 Year"”), the principal activities of the Group are (i) provision
of tumor immune cell therapy, immune cell storage and health management services in the People’'s Republic
of China (the “PRC"); (ii) the manufacture, research and development, sale and distribution of health related
and pharmaceutical products in the PRC and Hong Kong; (iii) provision of medical laboratory testing services
and health check services in Hong Kong; (iv) provision of insurance brokerage; and (v) trading of securities in
Hong Kong.

Turnover

During the 2021 Year, the Group recorded a turnover of approximately HK$623,761,000, representing a mild
decrease of 4.88% as compared with that of approximately HK$655,792,000 for the year ended 31 December
2020 (the “2020 Year"). Provision of medical laboratory testing services and health check services in Hong
Kong remained to be the principal source of turnover of the Group in the 2021 Year, accounting for over
97.44% of the consolidated turnover in the year.

As the prevalence of COVID-19 continued with outbreaks of mutated variants happening from time to time,
revenue from nucleic acid testing (“NAT") services for COVID-19 carried on to contribute over 85% of the
segmental turnover of the medical laboratory testing services and health check services in the 2021 Year.
Supported also by the introduction of compulsory testing for high risk or high exposure groups of persons
under regulation (in particular, the Prevention and Control of Disease (Compulsory Testing for Certain Persons)
Regulation (Chapter 599J of the Laws of Hong Kong)), the demand for NAT services has become normalised.

Provision of tumor immune cell therapy services

FEERAEMEIE AR AR (in English, for identification purpose only, Shanghai Longyao Biotech Company
Limited) (“Shanghai Longyao”), an indirect non-wholly owned subsidiary of the Company, is engaged
in tumor immune cell therapy, immune cell storage and health management services in the PRC. On 21
January 2021, Shanghai Longyao received the approval on its application for initiating a stage | clinical trial
(the “Trial”) on an investigational new drug named as LY007 Cellular Injection (“LY007 Injection”) from the
National Medical Products Administration of China (“NMPA").

LY0O07 Injection is the first and the only CD20-targeted autologous chimeric antigen receptor T-cell (“CAR-T")
therapy product approved by NMPA for initiating a Trial. It has been classified as a Class 1 IND for the
treatment of relapsed/refractory CD20-positive B-cell non-Hodgkin lymphoma. All necessary regulatory
procedures for conducting the Trial of LYOO7 Injection had been completed in the 2021 Year.

By the end of September 2021, Professor Zhao Weili, Vice President of |34 il kB2 EEEL[= [} @ IR 4 B2 1% (in
English, for identification purpose only, Ruijin Hospital of Shanghai Jiao Tong University School of Medicine)
(“Ruijin Hospital”) of Shanghai, and Professor Li Jianyong, Head of the Department of Hematology of ;T.
A ERERE (in English, for identification purpose only, Jiangsu People’s Hospital) (“Jiangsu Hospital”) of
Jiangsu, have been appointed by Shanghai Longyao as the co-principal investigators of the Trial. In January
2022, kick-off meetings of the Trial had been convened in the Ruijin Hospital and the Jiangsu Hospital. The
first patient case enrolled in the Trial has been undertaken by the Ruijin Hospital on 1 March 2022.

In the 2021 Year, Shanghai Longyao had sponsored the investigator-initiated trials (“lITs”) for two other
CAR-T products. One of these CAR-T products under lIT is a CLDN18.2-targeted therapy for the treatment
of pancreatic or gastric cancer whilst the other one is a CD19-targeted universal CAR-T for the treatment of
relapsed/refractory CD19-positive B-cell non-Hodgkin lymphoma or leukemia.

Pre-clinical studies and tests on other cell and gene therapies in research and development pipeline regarding
chemistry, manufacturing, and control, pharmacology and toxicology, and clinical study design had also been
conducted by Shanghai Longyao in the 2021 Year. Research and development costs totalling HK$28,677,000
were incurred in this segment in the 2021 Year, representing a year-on-year slight decrease of 1.76% over the
HK$29,192,000 incurred in the 2020 Year for the same purpose.

CHINA BIOTECH SERVICES HOLDINGS LIMITED ANNUAL REPORT 2021
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Manufacture and sale of health related and pharmaceutical products

Manufacture and sale of health related and pharmaceutical products segment recorded a decrease in turnover
during the 2021 Year. The turnover of this segment decreased from approximately HK$869,000 for the 2020
Year to approximately HK$107,000 for the 2021 Year mainly due to the tough economic environment in Hong
Kong under the COVID-19 pandemic.

Provision of medical laboratory testing services and health check services

The Group continued to offer a wide spectrum of medical laboratory testing services and health check
services in the 2021 Year. The services of this segment were being delivered through three medical
laboratories and three health check centers established in Hong Kong.

Sunrise Diagnostic Centre Limited (“SDCL"), a non-wholly owned subsidiary of the Company, maintained its
pivot position in the provision of NAT services for COVID-19 and the number of testing samples completed
rose by more than 50% from over 2.3 million in the 2020 Year to over 3.6 million in the 2021 Year. Despite
the slight decline in contribution from NAT services for COVID-19 due to the descending market price in
the 2021 Year, the demand for other medical laboratory testing and pre-vaccination health check services
increased significantly in the 2021 Year.

Turnover of this segment decreased from approximately HK$646,748,000 for the 2020 Year to approximately
HK$607,776,000 for the 2021 Year. That represented a decrease of 6.03% on a year-on-year basis. The
decrease of segmental turnover was brought by a weakened contribution from NAT services for COVID-19
due to a descending market price per test caused by competition.

Provision of insurance brokerage services

The insurance brokerage services segment recorded a slight increase in turnover during the 2021 Year. The
turnover of this segment increased from approximately HK$6,875,000 during the 2020 Year to approximately
HK$7,922,000 for the 2021 Year. It represented an increase of 15.23% as compared with the 2020 Year due
to a change of marketing focus to local customers to minimise the impact of travel restrictions for better
control of COVID-19.

Provision of logistics services

Starting from the fourth quarter of 2020, the Group has been providing testing materials and specimens
logistics services for local clinics and other corporate clients. It recorded a turnover of approximately
HK$6,712,000 (2020 Year: HK$Nil) during the 2021 Year.

Money lending business

Ferran Finance Limited, an indirect wholly-owned subsidiary of the Company, is a holder of money lenders
license under the Money Lenders Ordinance (Chapter 163 of the Laws of Hong Kong). With the increasing
market demands of the micro-financing business in Hong Kong, the Group has utilised HK$15.8 million (2020:
HK$17.17 million) in the money lending business. The Group’s loan portfolio comprises unsecured loans
granted to individual customers. The loan receivables carry an interest rate at 8% to 10% per annum and
are repayable within one year. The money lending business recorded an interest income of approximately
HK$1,244,000 for the 2021 Year (2020 Year: HK$1,300,000).

ANNUAL REPORT 2021 CHINA BIOTECH SERVICES HOLDINGS LIMITED
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-,,“f"yTrading of financial assets at fair value through profit or loss (“FVTPL")

The Group investment portfolio comprises investments in listed securities in Hong Kong. This business
segment recorded a net of gain on financial assets at FVTPL of approximately HK$489,000 during the 2021
Year as no trading activities were incurred (2020 Year: net of loss HK$47,000).

The performance of equity investments is subject to certain degree of volatility in the Hong Kong stock
market and is susceptible to other external factors. It has been the policy of the Company to closely
monitor the performance of its securities investment and to diversify the investment portfolio with a view to
mitigating possible financial risks related to the equity investments.

Gross profit and gross profit margin

Despite a dip in turnover, the Group recorded a gross profit of approximately HK$358,020,000 for the 2021
Year, representing an increase of approximately HK$18,938,000 when compared with that of approximately
HK$339,082,000 in the 2020 Year. Also, the gross profit margin for the 2021 Year was approximately 57.40%,
representing an increase of approximately 5.69 percentage point when compared with the gross profit margin
of approximately 51.71% for the 2020 Year. The increase of gross profit and the improvement of gross profit
margin in 2021 Year were attributable to the reduction in overall cost of testing materials utilised in NAT
services in the period. The growth in turnover from non-NAT related medical laboratory tests and health check
services also helped to push up the gross profit and gross profit margin.

Selling and distribution expenses

Selling and distribution expenses for the 2021 Year were approximately HK$11,724,000 (2020 Year:
HK$11,848,000), representing a decrease of approximately 1.05% compared with such expenses for the 2020
Year. The Group maintained a stable level of selling and distribution expenses.

Administrative expenses

The administrative expenses mainly consisted of staff costs, share-based payment, legal and professional
fees, depreciation, research and development costs, and amortisation of intangible assets. The administrative
expenses for the 2021 Year were approximately HK$157,081,000, representing an increase of approximately
HK$24,592,000 or 18.56%, as compared with that of approximately HK$132,489,000 for the 2020 Year.
The increase in administrative expenses was mainly attributable to the increases recorded in depreciation
of property, plant and equipment and right-of use assets of approximately HK$2,399,000 (approximately
HK$10,922,000 in the 2021 Year versus approximately HK$8,523,000 in the 2020 Year) and staff costs of
HK$26,455,000 (approximately HK$68,903,000 in the 2021 Year versus approximately HK$42,448,000 in the
2020 Year) due to the expansion in business capacity of medical laboratory testing services and health check
services segment made in the 2021 Year.

Finance costs

During the 2021 Year, the Group's interest expenses amounted to approximately HK$6,543,000 (2020 Year:
HK$6,498,000). The increase in the finance costs was mainly attributable to the finance costs arising from
convertible bonds during the 2021 Year (2020: 7.6 months since issuance).

Profit for the year

The Group recorded a net profit of approximately HK$132,572,000 for the 2021 Year (2020 Year:
HK$167,623,000). The decrease in net profit for the 2021 Year was mainly attributable to (i) a mild decrease in
revenue from medical laboratory testing and health check services segment due to descending market price
per test caused by competition for COVID-19 testing services during the 2021 Year; and (ii) an increase in
staff costs in the 2021 Year.

CHINA BIOTECH SERVICES HOLDINGS LIMITED ANNUAL REPORT 2021
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Memorandum of understanding in relation to the proposed investment in a new subsidiary
and the setup of a research and development and production base

On 13 September 2021, Shanghai Longyao, an indirect non-wholly-owned subsidiary of the Company, entered
into a non-legally binding cooperation memorandum of understanding with JL#R& Q05 i $T T 2 2 FA 3%
EEZZ (in English, for identification purpose only, the Administrative Commission of Rudong New and
Hi-Tech Industrial Development Zone of Jiangsu) (the “Administrative Commission”) and #3YIET& /& HEH
RHBESEE AR AA (in English, for identification purpose only, China Highrun Capital Limited) (together
with the Administrative Commission, the “Investors”) on the Investors’ proposed investment in a new
subsidiary of the Company engaged in the research and development of innovative immune cell therapies
to be set up by Shanghai Longyao (the “Subsidiary”) and the set up of a research and development and
production base for the Subsidiary at the Rudong New and Hi-Tech Industrial Development Zone in Jiangsu,
the PRC (the “Project”). No legally binding formal cooperation agreement has been entered into by Shanghai
Longyao with the Investors in respect of the Project as at the date of this report. Details were disclosed in
the announcements of the Company dated 14 September 2021, 23 September 2021 and 26 January 2022
respectively.

Master services agreement, referral services agreement and master supply agreement

On 30 March 2021, SDCL, an indirect non-wholly-owned subsidiary of the Company, and BGI Health (HK)
Company Limited (“BGI"), a company incorporated in Hong Kong with limited liability and the holder of 40%
of the issued share capital of SDCL, entered into a master services agreement in respect of the provision
of the COVID-19 test services through RT-PCR method by BGI to SDCL. On the same date, SDCL and BGI
also entered into a referral services agreement pursuant to which SDCL will refer customers who require
COVID-19 test service to BGI. On 9 June 2021, SDCL entered into a master supply agreement with BGI in
respect of the supply of laboratory equipment, consumables and kits for COVID-19 nucleic acid testing by BGI
to SDCL. Details were disclosed in the announcements of the Company dated 30 March 2021, 7 April 2021, 9
June 2021 and 28 July 2021 respectively.

REPURCHASE OF SHARES

During the 2021 Year, the Company repurchased 485,000 shares, 450,000 shares and 1,760,000 shares of
the Company in January, June and July 2021 respectively with repurchase prices ranging from HK$1.27 to
HK$1.78 per share from open market pursuant to the general mandates to repurchase the shares of the
Company granted by the shareholders of the Company to the Board at the annual general meeting of the
Company held on 26 May 2020 and 18 May 2021 respectively. The Company subsequently cancelled the
485,000 repurchased shares and 2,210,000 repurchased shares on 9 February 2021 and 9 August 2021
respectively.

PARTIAL REDEMPTION OF CONVERTIBLE BONDS

On 11 May 2020, the Company issued convertible bonds in the principal amount of US$10,000,000 (the
“Convertible Bonds”) to the subscriber. On 27 May 2021, the Company redeemed the outstanding
Convertible Bonds in part in the principal amount of US$5,000,000 being 50% of the total outstanding
principal amount of US$10,000,000 (the “Partial Redemption”). Upon completion of the Partial Redemption,
the principal amount of the Convertible Bonds remaining outstanding is US$5,000,000. Following the Partial
Redemption, the subscriber has released 264,750,273 shares of the Company being half of the shares
charged by Genius Lead Limited to the subscriber under the share charge (the “Partial Release”). Upon the
Partial Release, the number of shares held by Genius Lead Limited which remain subject to the share charge
is 264,750,273 shares. Details were disclosed in the announcement of the Company dated 27 May 2021.
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j’ﬁADOPTION OF SHARE AWARD SCHEME

,,,a On 18 August 2021, the Company adopted a share award scheme (the “Share Award Scheme"”) in which
the eligible persons being any individual who is an employee, officer, director or consultant of the Company
or any of its subsidiaries will be entitled to participate. The objectives of the Share Award Scheme are (i) to
recognise the contributions by the selected participants; (ii) to offer suitable incentives to attract and retain
talented selected participants who may be beneficial to the growth and development of the Group; and (iii) to
align the interests of the selected participants directly to the shareholders through ownership of the shares,
dividends and other distributions paid on the shares and/or the increase in the value of the shares. Details
were disclosed in the announcement of the Company dated 18 August 2021.

OUTLOOK

The emergence and rampant spread of the Omicron variant have caused the global economy to get stuck
in the doldrums after nearly two years from the start of the pandemic. The fifth wave of COVID-19 brought
by this infectious variant has nearly put the economy of Hong Kong in a halt. Unless we can eradiate this
pathogen, the demand for NAT service will stay on with surges following the evolution of new variant strains
from time to time. The Group will be steadfast in working on this front to secure our market share and
operational efficiency by bringing in new technology once available.

The Group is also broadening our service channels to prepare for the post-pandemic era when the demand
for NAT services from corporate and individual users may shoot up following the resumption of normal daily
activities. In the meantime, the Group is working on the research and development project concerning a new
generation of nasal COVID-19 vaccine and is conducting laboratory studies on several innovative COVID-19
testing technology platforms that may overtake the existing ones with potential advantages, if any, in
accuracy, cost, sensitivity, turnaround time, etc. After all, the Group is striving to be well prepared for the
ever-changing pandemic and post-pandemic transformation.

Other medical laboratory test services and health check services will take leverage on the grown awareness
for health by the general public during the pandemic time. The Group launched a few new testing services
including, but not limited to, cervical cell (ultra-thin smear) screening, HPV vaccination and cPass™ tests for
COVID-19 neutralizing antibodies in the 2021 Year. On the advanced medical diagnostic service side, Asia
Molecular Diagnostics Laboratory Limited ("AMDL"), a 77.6%-owned subsidiary of the Company, has made its
new-built molecular laboratory set up in Hong Kong Science and Technology Park ready for commercial launch
in 2022. By adopting the FDA-approved cross-cancer test assay developed by Pillar Biosciences Inc., the 20%
shareholder of AMDL, AMDL is going to provide next generation sequencing based companion diagnostic to
identify patients with lung or colon cancer who may benefit from treatment with certain targeted therapies.

In respect of the development of precision treatment, the Group is pressing for the completion of stage |
clinical trial of the first NMPA-approved CD20-targeted CAR-T therapy, namely, LY0OO7 Injection for treatment
of relapse/refractory CD20-positive B-cell non-Hodgkin lymphoma, including diffuse large B-cell lymphoma
and metastatic follicular lymphoma in 2022. LY007 Injection has been developed independently by Shanghai
Longyao and has incorporated its patented OX40 co-stimulatory domain design. On the other hand, Shanghai
Longyao is working on the pre-clinical trials of another two CAR-T products. One of these CAR-T products
under pre-clinical trial is a CLDN18.2-targeted therapy for the treatment of pancreatic or gastric cancer whilst
the other one is a CD19-targeted universal CAR-T for the treatment of relapsed/refractory CD19-positive
B-cell non-Hodgkin lymphoma or leukemia. Applications for initiating stage | clinical trials for these two
investigational new drugs will be submitted to NMPA once significant results have been made available in the
year.
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For the project of commercializing the boron neutron capture therapy ("BNCT") technology in China by setting
up a cancer treatment center in the Boao Hope City of Hainan, the Group has signed the zone admission
and investment agreement with the Administration on 28 February 2022. Works for the completion of the
project have been kicked off. The development of the cancer treatment center is expected to be finished in 24
months after the start of the construction works on site.

Looking ahead to 2022, the Group is aiming high to deliver enhanced NAT services in synchronization with
the change of demand, if any, in the transformation of the COVID-19 pandemic into the post-pandemic era.
More new medical laboratory test services and health check services are about to be launched to make the
scope of precision diagnostic services more affluent and patient-oriented. Pursuant to the completion of the
clinical trials and laboratory studies under schedule, we are expecting to make more exciting progress from
the research and development of immune cell therapies. Together with the kick-off of the commercialization
project in Hainan to bring in the BNCT technology for cancer treatment, we are taking a big step forward to
muscle up our precision treatment arm, especially for the treatment of both blood and solid tumors.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE
The Group has financed its operations and capital expenditures requirements through (i) internally generated
resources, and (ii) other borrowings.

Liquidity and Financial Resources

As at 31 December 2021, the Group held cash and bank balances of approximately HK$150,554,000 (2020:
HK$384,539,000), all of which were principally denominated in Renminbi and Hong Kong dollars. The decrease
in cash and bank balances of approximately HK$233,985,000 is mainly due to outlays used for the partial
redemption of convertible bonds and for dividend payment made to the non-controlling shareholders of a
subsidiary during the 2021 Year.

As at 31 December 2021, the Group had outstanding convertible bonds in the principal amount of
US$5,000,000 with carrying amount of approximately US$4,987,000 (equivalent to approximately
HK$38,651,000) (2020: US$10,000,000 with carrying amount of US$9,844,000 (equivalent to approximately
HK$76,292,000)) which were secured by 264,750,273 (2020: 529,500,546) ordinary shares of the Company
held by Genius Lead Limited, the controlling shareholder of the Company and guaranteed by Mr. Liu Xiaolin,
the chairman and executive director of the Company, and Genius Lead Limited and carried a fixed interest rate
of 8.5% per annum and are repayable on 11 May 2022.

As at 31 December 2021, the Group had unsecured other borrowings of approximately HK$17,387,000
(equivalent to approximately RMB14,200,000) (2020: HK$10,664,000 (equivalent to approximately
USD500,000 and RMB5,700,000)), which carried fixed interest rates of 8% to 10% (2020: 8% to 10%) per
annum and are repayable within one year.

The increase in the other borrowings were mainly due to additional resources for working capital during the
2021 Year.

As at 31 December 2021, total assets of the Group were approximately HK$706,782,000 (31 December
2020: HK$904,121,000), whereas total liabilities were approximately HK$240,887,000 (31 December
2020: HK$392,016,000). The gearing ratio of the Group, calculated as total liabilities over total assets, was
approximately 34.08% (31 December 2020: 43.36%). Current ratio (defined as total current assets divided by
total current liabilities) was 1.22 times (31 December 2020: 1.64 times).
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;,‘fhyFortstone International (Hong Kong) Limited (“Fortstone”), an indirect non-wholly-owned subsidiary of the
Company, is a holder of insurance broker licence under the Insurance Ordinance. As an insurance brokerage
company, Fortstone is subject to capital and net assets requirements under the Insurance Ordinance.
Fortstone shall maintain a minimum net assets value and a minimum paid up share capital of HK$500,000
at all times. Fortstone oversees its compliance with the capital and net assets requirement by monitoring
Fortstone's liquid asset and ranking liabilities at all times to ensure they are well above the minimum required
level (i.e. HK$500,000). Fortstone had been in full compliance with the capital and net assets requirement
during the 2021 Year.

Capital Structure
As at 31 December 2021, the total issued share capital of the Company was HK$96,323,115 (2020:
HK$96,685,115) divided into 963,231,150 (2020: 966,851,150) ordinary shares of HK$0.10 each.

SIGNIFICANT INVESTMENTS HELD AND PERFORMANCE

As at 31 December 2021, the Group's financial assets at fair value through other comprehensive income
amounted to approximately HK$122,021,000 (2020: HK$98,845,000) including one (2020: three) investment in
unlisted equity securities and one investment in listed securities. It consisted an investment of approximately
HK$67,940,000 in Pillar Biosciences, Inc. (“Pillar”) (which represented 9.61% of the total assets of the Group
as at 31 December 2021) and an investment of HK$54,081,000 in Broncus Holding Corporation (“Broncus”)
(a company whose shares are listed on the Main Board of the Stock Exchange with stock code: 2216) (which
represented 7.65% of the total assets of the Group as at 31 December 2021).

(i) Investment in Pillar

As at 31 December 2021, the Group held approximately 3.48% (2020: 4%) equity interest in Pillar or
1,638,216 series B preferred stock in Pillar with fair value of HK$67,940,000 (equivalent to US$8,714,000)
(2020: HK$47,006,000 (equivalent to US$6,064,000)) and at an initial investment costs of US$4,999,999
(equivalent to HK$39,208,000). Pillar is a precision testing company for cancer based in Boston,
Massachusetts, the United States of America with a wholly-owned subsidiary in Shanghai, the PRC.
Based on the latest unaudited consolidated financial statements of Pillar for the year ended 31 December
2021, it recorded an unaudited consolidated loss of approximately US$24.16 million. A fair value gain
on the Group's investment in Pillar of approximately HK$20,934,000 (2020 Year: HK$8,126,000) had
been recognised in other comprehensive income for the 2021 Year. No dividend income was received
from Pillar for both years. The Group believes that the investment in Pillar will create synergies with the
Group's medical laboratory testing services and heath check services.

(ii) Investment in Broncus

As at 31 December 2021, the Group held approximately 1.25% (2020: 1.63%) equity interest in Broncus
or 6,567,176 shares in Broncus with fair value of HK$54,081,000 (2020: HK$47,252,000) and at an initial
investment costs of US$5,000,001.54 (equivalent to HK$39,282,000). Broncus is a company mainly
engaged in research and development, and the manufacture and commercialisation of medical devices
and consumables. A fair value gain on the Group's investment in Broncus of approximately HK$6,829,000
(2020: HK$7,945,000) had been recognised in other comprehensive income for the 2021 Year. No
dividend income was received from Broncus for both years. The investment in Broncus enables the
Group to strategically lay out in precision diagnosis, and to enter into the field of precision treatment.
Other than bringing investment return to the Group, the Group will also explore collaborative opportunity
with Broncus.

The Group did not hold any other significant investments with a market value that account for more than 5%
of the Group's audited total assets as at 31 December 2021.
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MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES, ASSOCIATES AND
JOINT VENTURES

The Group did not have any material acquisition or disposal of subsidiaries, associates and joint ventures for
the 2021 Year.

CAPITAL COMMITMENTS

Details of capital commitments are stated in note 43 to the consolidated financial statements.

CHARGES ON THE GROUP’S ASSETS
As at 31 December 2021 and 2020, the Group did not have any charge on its assets.

CONTINGENT LIABILITIES
As at 31 December 2021 and 2020 the Group had no contingent liabilities.

FOREIGN EXCHANGE AND INTEREST RATE EXPOSURE

During the 2021 Year, the business activities of the Group were mainly denominated in Hong Kong dollars and
Renminbi. When appropriate and at times of interest rate or exchange rate uncertainties or volatility, hedging
instruments including interest rate swaps and foreign currency forwards contract will be used by the Group in
the management of exposure affecting interest rates and foreign exchange rate fluctuations as appropriate.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2021, the Group had a total of 211 (2020: 129) full time employees located in the
PRC and Hong Kong. Total staff costs for the 2021 Year was approximately HK$99,354,000 (2020 Year:
HK$67,551,000).

The Group remunerates its employees based on their performance, experience and the prevailing market
condition. Performance related bonuses are also granted on a discretionary basis. Other employee benefits
include mandatory provident fund, insurance and medical coverage, training, share option scheme and share
award scheme to provide further incentive and rewards to eligible participants who contribute to the success
of the Group.

Provident fund benefits are offered to certain full-time employees through a registered scheme under the
Occupational Retirement Schemes Ordinance (“ORSO") with the Mandatory Provident Fund exemption. The
ORSO scheme is administered by trustees, which are independent, with assets held separately from those of
the Group. Under the ORSO scheme, the Group contributes 5% of monthly salaries of employees.

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees in Hong Kong (other
than those who are covered under ORSO scheme). The assets of the scheme are held separately from those
of the Group, in funds under the control of trustees. The Group contributes 5% of relevant payroll costs to the
scheme subject to a maximum of HK$1,500 per month. The employees in the PRC are members of respective
state-managed defined contribution retirement benefits scheme operated by the local government. The
employer and the employees are obliged to make contributions at a certain percentage of the basic payroll
under rules of the schemes. The only obligation of the Group with respect to the retirement benefit schemes
is to make the specified contributions.

The total contributions payable to the above schemes by the Group and charged to the consolidated

statement of profit or loss and other comprehensive income for the 2021 Year were approximately
HK$2,089,000 (2020 Year: HK$1,543,000).

EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period up to the date of this report.
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Mr. Liu Xiaolin (“Mr. Liu”), aged 51, has been appointed as a chairman and executive Director since 28
August 2017 and 7 August 2017 respectively. He is also the chairman of the nomination committee of the
Company and a member of the remuneration committee of the Company. Mr. Liu is currently the partner of
an investment company, which is mainly engaged in investments in the PRC and Hong Kong. Mr. Liu is a vice
chairman of the School Council of Nanjing Medical University since November 2018. He possesses over 15
years of experience in investment, equity fund management, and mergers and acquisitions. From February
2008 to October 2014, Mr. Liu was a partner and chief mainland China representative in an international
private equity fund. Mr. Liu graduated from The Macau University of Science and Technology in 2005 with a
Master degree of Business Administration. He is also a director of a number of subsidiaries of the Company.
Mr. Liu is the sole director of Genius Lead Limited (which beneficially owns 529,500,546 shares in the
Company) and its holding company, Genius Earn Limited.

Mr. He Xun (“Mr. He"”), aged 57, has been appointed as an executive Director on 7 August 2018. He was
the founding president of Shenzhen Life Science and Biotechnology Association. Since 2016, Mr. He has
been appointed as the general manager of Shenzhen Sinobioway Xinpeng Biomedicine Co., Ltd.* (&2 ¥
e 422 &5 IR A 7)) and Jiangsu Sinobioway Biomedicine Co., Ltd* (T# AL 4 MELEAR A F]) and the vice
president of Beijing Sinobioway Group Co., Ltd.* (Jt It RRZAEY TIZEBEBRRAF]). Since 2018, Mr. He has
been appointed as the committee member and investment consultant of Shenzhen Fortune Link Thousand
Eagle Growth Equity Investment Fund* (RIIEZREZ TEARREREEZSCEZTCEBREH). With effect
from January 2019, Mr. He is the independent non-executive director of Shenzhen Weiguang Biological
Products Co., Ltd. (stock code: 002880.SZ), a company listed on the Shenzhen Stock Exchange. Mr. He
obtained a Bachelor’'s degree in chemical engineering and a Master's degree in chemical engineering from
Tsinghua University in 1987 and 1991 respectively. Mr. He also obtained the Degree of Master of Business
Administration from the National University of Singapore in 2001.

Mr. Huang Song (“Mr. Huang”), aged 40, has been appointed as a non-executive Director since 15
September 2017 and re-designated as an executive Director on 16 December 2019. Mr. Huang joined the
National Institute of Biological Sciences in Beijing (the “Institute”), the People's Republic of China (the
“PRC"), in 2011 as a postdoctoral research fellow and currently serves as a deputy director for administration
and a director of Synthetic Biology Center of the Institute. Mr. Huang has published several research papers in
relation to endoplasmic reticulum and jointly owns a patent of potential prostate cancer treatment. Mr. Huang
obtained a Bachelor's degree in Biological Science from Peking University, the PRC, in 2003 and a Doctor's
degree of Philosophy in Biological Chemistry from The University of Texas Southwestern Medical Center at
Dallas, United States of America, in 2010.

Mr. Wang Zheng (“Mr. Wang”), aged 39, has been appointed as an executive Director since 7 August 2017.
Mr. Wang is currently an independent financial consultant. He possesses over 10 years of experience in
accounting and management. Prior to becoming an independent financial consultant, Mr. Wang was the audit
manager of KPMG Singapore, the deputy general manager of China Everbright Water Limited (stock code:
U9E), a company listed on Singapore Exchange Limited and also the chief financial officer of SuperRobotics
Limited (formerly known as SkyNet Group Limited (stock code: 8176)), a company listed on the Stock
Exchange. Mr. Wang graduated from the University of London and obtained a Master degree of Science in
Risk Management and Financial Engineering from the Imperial College Business School in London. He is also
a member of the Institute of Singapore Chartered Accountants and a fellow member of the Association of
Chartered Certified Accountants. He is also a director of a number of subsidiaries of the Company.
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Independent non-executive Directors

Mr. Yan Guoxiang (“Mr. Yan”), aged 56, has been appointed as an independent non-executive Director on
7 August 2017. He is also the chairman of the audit committee and remuneration committee of the Company
and a member of the nomination committee of the Company. Mr. Yan is currently an executive director of
Shenzhen Sichen Consulting Service Co. Ltd.* (FINTH LA ARBAERELAF). Mr. Yan possesses over 20
years of experience in accounting and management. He was a partner of Da Hua Certified Public Accountants
from March 2012 to December 2014. He has also been a visiting professor of the accounting school of Jiangxi
University of Finance and Economics since May 2013. Mr. Yan obtained the bachelor degree in accounting
from Southwest University in 2005. He was also a qualified intermediate economist of the PRC from June
1995, a certified public valuer of the PRC from August 1997 and a certified public accountant of the PRC from
April 1998. Mr. Yan was the independent non-executive director of MLS Co., Ltd (stock code: 002745) from
July 2010 to September 2016 and Huasu Holdings Co., Ltd. (stock code: 000509) from March 2014 to March
2017, both of which are companies listed on the Shenzhen Stock Exchange. Mr. Yan was the independent
non-executive director of Eaglerise Electric (China) Co., Ltd. (stock code: 002922.S7) from November 2015 to
November 2021. Since August 2018, Mr. Yan is the independent non-executive director of Shenzhen Topway
Video Communication Co., Ltd. (stock code: 002238.SZ), a company listed on the Shenzhen Stock Exchange.

Dr. Ho Ivan Chun Kit (“Dr. Ho"), aged 45, has been appointed as an independent non-executive Director on
31 December 2018. He is also a member of the audit committee, nomination committee and remuneration
committee of the Company. Dr. Ho received his bachelor degree of Arts summa cum laude in Chemistry from
Harvard College in Cambridge, MA, USA in 1997 and a medical doctor’'s degree from Harvard Medical School
in Boston, MA, USA in 2001.

Dr. Ho is currently a Partner in cardiac electrophysiology at Los Angeles Cardiology Associate and an Assistant
Health Sciences Clinical Professor of Medicine at University of California Los Angeles David Geffen School
of Medicine since 2010. He is the Medical Director of the Complex Ablation Program at the Good Samaritan
Hospital, and the assistant director of Atrial Fibrillation Research of Cedars-Sinai Medical Center Health
Institute. He is also the director of Cardiac Electrophysiology Program and Laboratory at Garfield Medical
Center. Professionally, he is a fellow of Heart Rhythm Society and the America College of Cardiology. Starting
in February 2019, he joined the faculty of Keck School of Medicine at University of Southern California where
he is an Associate Professor of Clinical Medicine, and the director of Clinical Electrophysiology of Keck
Medical Center at University of Southern California.

Mr. Qian Hongji (“Mr. Qian”), aged 46, has been appointed as an independent non-executive Director since
2 March 2018. He is also a member of the audit committee of the Company. Mr. Qian graduated from the
Peking University in 2009 with a Juris Master degree. Mr. Qian is an experienced lawyer with extensive
practice in the areas of mergers and acquisition and other corporate practice. He has served as the legal
advisor of several domestic and international corporations in bankruptcy, project acquisition and other
corporate regulatory matters. Mr. Qian is currently a senior partner at Dentons, a law firm in the PRC and
the chairman of the board of supervisors of Beijing Tepia Technology Limited* (1t At HERIR I AR A 7)),
whose equity securities are being exchanged and quoted on the National Equities Exchange and Quotations
(Securities code: 838941).

CHANGES OF DIRECTORS’ INFORMATION UNDER GEM RULE 17.50A(1)

The changes of Directors’ information since the publication of the Interim Report 2021 of the Company
required to be disclosed pursuant to Rule 17.50A(1) of the GEM Listing Rules are set out below:

Mr. Yan, an independent non-executive Director, resigned as an independent non-executive director of
Eaglerise Electric (China) Co., Ltd. (stock code: 002922.S7), a company listed on the Shenzhen Stock
Exchange, with effect from November 2021.

Save as stated above or otherwise disclosed in this report, there is no other change of Directors’ information
required to be disclosed pursuant to Rule 17.50A(1) of the GEM Listing Rules.

* for identification purpose only
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,,‘fhyPursuant to the Rule 18.44(2) of the GEM Listing Rules, the board of Directors (“Board”) is pleased to

present the corporate governance report for the year ended 31 December 2021 (“2021 Year”). This report
highlights the key corporate governance practices of the Company.

CORPORATE GOVERNANCE PRACTICES

The Board believes that corporate governance is essential to the success of the Company. The Board is
committed to maintaining corporate governance with high standard and ensuring compliance of the legal and
regulatory requirements. The Company has put in place governance practices with emphasis on the integrity,
quality of disclosures, transparency and accountability for the shareholders of the Company.

Throughout the 2021 Year, the Company has complied with the code provisions in the Corporate Governance
Code as applicable to the 2021 Year and set out in Appendix 15 to the GEM Listing Rules (the “CG Code").

On 1 January 2022, the amendments to the CG Code (the "new CG Code”) came into effect and the
requirements under the new CG code will apply to corporate governance reports for financial years
commencing on or after 1 January 2022. The Board will continue to review and enhance the corporate
governance practice of the Company to ensure compliance with the new CG Code and align with the latest
developments.

COMPLIANCE WITH CODE OF CONDUCT FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding securities transactions by Directors on terms not less
exacting than the required standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing Rules.
Having made specific enquiry with all Directors, the Company confirmed that all Directors have complied with
the required standard of dealings and its code of conduct regarding securities transactions by the Directors
during the 2021 Year.

BOARD OF DIRECTORS

Composition

As at 31 December 2021, the Board comprises four executive Directors and three independent non-executive
Directors as follows:

Executive Directors

Mr. Liu Xiaolin (Chairman)

Mr. Yao Michael Yi (Co-Chairman) (resigned on 20 May 2021)
Mr. He Xun

Mr. Huang Song

Mr. Leung Pak Hou Anson (retired on 18 May 2021)

Mr. Wang Zheng

Independent Non-executive Directors
Mr. Yan Guoxiang

Dr. Ho Ivan Chun Kit

Mr. Qian Hongji

The composition of the Board reflects the combination of skills and experience in different areas with
different expertise of the Directors to provide independent opinions and implement strategic plans.

CHINA BIOTECH SERVICES HOLDINGS LIMITED ANNUAL REPORT 2021



CORPORATE GOVERNANCE REP

The resignation of each of Mr. Yao Michael Yi and Mr. Leung Pak Hou Anson as an executive Director was
due to his other business commitments which require more of his dedication. Each of them confirmed that
he did not have any disagreement with the Board and there was no matter in relation to his resignation that
would need to be brought to the attention of the shareholders of the Company.

There is no relationship among members of the Board and the biographical details of the Directors are set out
in the section headed "Biographical Details of Directors” of this report.

Directors’ Insurance
The Company has arranged appropriate insurance cover in respect of legal action against the Directors in
compliance with code provision A.1.8 of the CG Code.

Responsibilities, accountabilities and contributions of the Board and management

The Company is governed by the Board, which is primarily responsible for formulating the overall strategy
development of the Group and overseeing management, administration and operation of the Group. The Board
should assume responsibility for leadership and control of the Group by directing and supervising its affairs.
All Directors should make decisions objectively in the interests of the Company.

The Board reserves for its decision on all major matters relating to (i) monitoring and executing the internal
control and risk management; (ii) evaluating the financial performance; (iii) seeking and evaluating of any
potential material acquisitions, disposals, investments or transactions; and (iv) approving appointment of
Directors and other significant operational matters of the Group including setting the overall strategies and
directions for the Group with a view to developing its business and enhancing return to the shareholders.

Responsibilities relating to implementing decisions of the Board, directing and coordinating the daily operation
and management of the Company are delegated to the management of the Group. The Board has reviewed
the delegation to management periodically to ensure that they remain appropriate.

The biographical details of the Directors are set out in the section above headed "Biographical Details of
Directors” on page 15 to page 16 of this report. Their role and function are published on the websites of the
Company and the Stock Exchange. Save as disclosed in this report, none of the Directors has any relationship
(including financial, business, and family or other material/relevant relationship) with each other.

All Board committees of the Company are established with defined written terms of reference.
The respective terms of reference of the audit committee (the “Audit Committee”), the remuneration

committee (the “"Remuneration Committee”) and the nomination committee (the “Nomination
Committee”) of the Company have been published on the websites of the Company and the Stock Exchange.
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Attendance of Directors at Meetings

4
’;’ The attendance of the Directors at the general meetings of the Company, the meetings of each of the Board,

the Audit Committee, the Remuneration Committee, and the Nomination Committee during the 2021 Year are
set out below:

Audit  Remuneration  Nomination

Board Committee Committee Committee General
Name of Directors Notes Meeting Meeting Meeting Meeting Meeting
Executive Directors
Mr. Liu Xiaolin 1414 N/A 2/2 " "
Mr. Yao Michael Yi 1 5/6 N/A N/A N/A 1"
Mr. He Xun 14114 N/A N/A N/A "
Mr. Huang Song 10/14 N/A N/A N/A n
Mr. Leung Pak Hou Anson 2 5/5 N/A N/A N/A n
Mr. Wang Zheng 14114 N/A N/A N/A n
Independent non-Executive Directors
Mr. Yan Guoxiang 14114 5/5 2/2 i n
Dr. Ho Ivan Chun Kit 13/14 4/5 2/2 " n
Mr. Qian Hongji 14114 5/5 N/A N/A n
Notes:
1. Mr. Yao Michael Yi resigned as co-chairman and executive director with effect from 20 May 2021.
2. Mr. Leung Pak Hou Anson retired as an executive director and compliance officer with effect from 18 May 2021.

The Directors have received details of agenda and minutes of committee meetings in advance of and after
each Board meeting respectively. The company secretary of the Company (“Company Secretary”) has
distributed relevant documents to the Directors in a timely manner to enable the Directors to make informed
decisions on matters to be raised at the Board meeting. All Directors have access to the advices and services
of the Company Secretary who is responsible for ensuring the procedures of the Board meetings are complied
with, and in consultation with the compliance officer of the Company, advising the Board on compliance
matters.

In addition, the Company has maintained a procedure for the Directors to seek independent professional
advice, in appropriate circumstances, at the Company’s expense in discharging their duties to the Company.
Moreover, the Company Secretary have prepared minutes of the Board meetings and kept records of matters
discussed and decisions resolved at all Board meetings. The Company Secretary also has kept the minutes
of the Board meetings, which are open for inspection at any reasonable time on reasonable notice by any
Director.
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APPOINTMENT, RE-ELECTION AND REMOVAL OF DIRECTORS

Pursuant to code provision A.4.1 of the CG Code stipulates that non-executive Directors should be appointed
for a specific term, subject to re-election. All independent non-executive Directors are appointed for a specific
term of one year.

According to Company’s bye-laws, one-third of the Directors are required to retire from office at each annual
general meeting, provided that every Director shall be subject to retirement by rotation at least once in every
three years. Any Director appointed by the Board to fill a casual vacancy shall hold office until the first general
meeting of the Company after his appointment and be subject to re-election at such meeting and any Director
appointed by the Board as an addition to the existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be eligible for re-election.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Pursuant to Rule 5.05 of the GEM Listing Rules, the Company must have three independent non-executive
Directors; one of them has appropriate professional qualification or accounting or related financial
management expertise. The Company confirmed that annual confirmations of independence were received
from each of the Company’s independent non-executive Directors pursuant to Rule 5.09 of the GEM Listing
Rules and all independent non-executive Directors are considered to be independent.

BOARD COMMITTEES

As part of the corporate governance practices, the Board has established the Audit Committee, the
Nomination Committee and the Remuneration Committee with terms of reference in accordance with the
principles set out in the CG Code. The compositions of the various committees of the Company on 31
December 2021 were set out below:

Audit Committee

The Audit Committee is currently composed of three independent non-executive Directors, namely, Mr. Yan
Guoxiang (Chairman of the Audit Committee), Dr. Ho Ivan Chun Kit and Mr. Qian Hongji. The financial results
for the 2021 Year have been reviewed by the Audit Committee.

The principal duties of the Audit Committee include:

(a) to review the relationship with the external auditor to (i) make recommendations to the Board on the
appointment, reappointment and removal of the external auditor, and to approve the remuneration and
terms of engagement of the external auditor, and any questions of its resignation or dismissal; and (ii)
review and monitor the external auditor’'s independence and objectivity and the effectiveness of the audit
process in accordance with applicable standards;

(b) to monitor integrity of the Company’s financial statements and annual report and accounts, half-year
report and quarterly reports, and review these reports and significant financial reporting judgments
contained in them;

(c) to review the Company's financial controls, risk management and internal control systems, discuss
the risk management and internal control systems with management to ensure that management
has performed its duty to have effective systems, and consider major investigation findings on risk
management and internal control matters;

(d) to consider any significant or unusual items that are, or may need to be, reflected in the report and

accounts, it should give due consideration to any matters that have been raised by the Company’s staff
responsible for the accounting and financial reporting function, compliance officer or auditors; and
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to review arrangements employees of the Company can use, in confidence, raise concerns about
possible improprieties in financial reporting, internal control or other matters, and ensure that proper
arrangements are in place for fair and independent investigation of these matters and for appropriate
follow-up action.

During the 2021 Year, the Audit Committee had five meetings and has performed the above-mentioned
principal duties and reviewed the Company’s monthly unaudited consolidated financial statements, annual
results, annual report, interim report and quarterly reports and advised and provided comments thereon to the
Board. The Audit Committee has performed the duties to review the compliance procedures, report on the
Company’s internal control and risk management. The Audit Committee also met the external auditor twice
without the presence of the executive Directors. Besides, there is no disagreement between the Board and
the Audit Committee regarding the re-appointment of external auditor.

The Audit Committee is established with written terms of reference in compliance with Rules 5.28 and 5.29
of the GEM Listing Rules. The full terms of reference setting out the Audit Committee’s authority and its
role and responsibilities are available on the websites of the Company (www.cbshhk.com) and the Stock
Exchange.

Remuneration Committee

The Remuneration Committee is currently composed of two independent non-executive Directors, namely

Mr. Yan Guoxiang (Chairman of the Remuneration Committee) and Dr. Ho Ivan Chun Kit and one executive

Director and the chairman of the Company, Mr. Liu Xiaolin.

The principal duties of the Remuneration Committee include:

(@)  making recommendations on the remuneration policy and structure of the Company, and determining
the remuneration packages of, all Directors and senior management to the Board for the Board’s final
determination pursuant to Code Provision B.1.2(a) of the CG Code; and

(b) establishing transparent procedures for developing such remuneration policy and structure pursuant
to Code Provision B.1.2(a) of the CG Code to ensure that no Director or any of his/her associates will

participate in deciding his/her own remuneration pursuant to Code Provision B.1.2(h) of the CG Code.

The Remuneration Committee held two meetings during the 2021 Year to perform the above mentioned
principal duties.

The following is a summary of work performed by the Remuneration Committee during the 2021 Year:
(@) reviewing and recommending the policy and structure of the remuneration of the Directors to the Board;
(b) assessing individual performance of the Directors;

(c) reviewing specific remuneration packages of the Directors with reference to the Board's corporate goals
and objectives as well as individual performances; and

(d) reviewing and making recommendations to the Board on the appointment letters of each Directors.

Details of the Directors’ remuneration and five individuals with highest emoluments are set out in notes 15
and 14 to the consolidated financial statements.
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The Remuneration Committee is established with written terms of reference in compliance with Rules 5.34
and 5.35 of the GEM Listing Rules. The full terms of reference setting out the Remuneration Committee’s
authority and its role and responsibilities are available on the websites of the Company (www.cbshhk.com)
and the Stock Exchange.

Nomination Committee

The Nomination Committee is currently composed of two independent non-executive Directors, namely
Mr. Yan Guoxiang and Dr. Ho Ivan Chun Kit and one executive Director and the chairman of the Company,
Mr. Liu Xiaolin (Chairman of the Nomination Committee).

The Nomination Committee leads the process and makes recommendations for appointments to the Board,
whether as additional appointment or to fill up the casual vacancy of directorship as and when they arise,
in the light of the business development and requirements of the Company. In evaluating and selecting
candidate(s) for directorship, the Nomination Committee considers the criteria of nomination and appointment
of the directors as sets out in the director nomination policy of the Company, which include but are not limited
to the character and integrity; skills and expertise; professional and educational backgrounds; potential time
commitment for the board and/or committee responsibilities; and the elements of the board diversity policy of
the Company and so on. If the nomination process yields one or more desirable candidates, the Nomination
Committee will rank them by order of preference based on the needs of the Company and reference check of
each candidate (where applicable). The Nomination Committee will then make recommendation to the Board
to appoint the appropriate person among the candidates nominated for directorship. Suitable candidate(s) shall
be appointed by the Board in accordance with the bye-laws of the Company and the GEM Listing Rules.

In case of re-appointments of members of the Board at general meetings of the Company, the Nomination
Committee will review the overall contribution and service to the Company of the retiring Director and his/
her level of participation and performance on the Board, as well as whether the retiring Director continues to
meet the nomination and appointment criteria as set out in the director nomination policy of the Company,
prior to making recommendations to the Board for its consideration and recommendations to the shareholders
of the Company.

The following is a summary of the work performed by the Nomination Committee during the 2021 Year:

(a) reviewing and evaluating the structure, size and composition (including the skills, knowledge and
experience) of the Board to complement the Company’s corporate strategy;

(b) reviewing and recommending the re-appointment of the retiring Directors at the annual general meeting
of the Company held on 18 May 2021;

(c) assessing independence of the independent non-executive Directors; and

(d) reviewing and recommending the appointment letters of each Directors.

The principal duties of the Nomination Committee include:

(@) reviewing the structure, size; composition (including the skills, knowledge and experience) and diversity
(including but not limited to gender, age, cultural and education background or professional experience

or geography pursuant to Rule 17.104 of the GEM Listing Rules) of the Board on a regular basis and
recommending any changes to the Board,
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identifying qualified and suitable individuals to become Board members and selecting and making
recommendations to the Board on the selection of individuals nominated for directorships;

(c) assessing the independence of independent non-executive Directors; and

(d) making recommendations to the Board on relevant matters relating to the appointment or re-appointment
of Directors and succession planning for Directors in particular, the chairman and the chief executive
officer of the Company, taking into the Company’s corporate strategy and diversity, including but
not limited to the proposed candidate’s reputation for integrity, qualifications, skills, knowledge and
experience that are relevant to the Group's business.

During the 2021 Year, one meeting was held by the Nomination Committee to, among other things,
review the structure, size, composition and diversity of the Board, assess the independence of each of
the independent non-executive Directors, and recommend to the Board for approval. The Nomination
Committee reviewed the board diversity policy to ensure its effectiveness and considered that the Group has
implemented the policy since its adoption.

The full terms of reference setting out the Nomination Committee’s authority and its role and responsibilities
are available on the websites of the Company (www.cbshhk.com) and the Stock Exchange.

BOARD DIVERSITY POLICY

The Company has adopted a board diversity policy to achieve board diversity through the consideration of
a number of factors, which include but are not limited to gender, age, the character and integrity, skills and
expertise, and professional and educational backgrounds.

The Nomination Committee monitors the implementation of the board diversity policy to ensure its
effectiveness.

As at the date of this report, the Board comprises seven Directors, who all are males. The following tables
further illustrate the diversity of the Board members:

Age Group
Name of Directors 30 to 39 40 to 49 50 to 59 60 or above
Mr. Liu Xiaolin %
Mr. He Xun %
Mr. Huang Song v
Mr. Wang Zheng v
Mr. Yan Guoxiang %
Dr. Ho Ivan Chun Kit v
Mr. Qian Hongji v
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Professional Experience

Medical and Accounting
Name of Directors biotech and finance Law
Mr. Liu Xiaolin v
Mr. He Xun v
Mr. Huang Song Y%
Mr. Wang Zheng Y%
Mr. Yan Guoxiang Y%
Dr. Ho Ivan Chun Kit \
Mr. Qian Hongji Y%

Corporate Governance Functions
According to code provision D.3.1 of the CG Code, the Board is responsible for performing the corporate
governance duties of the Company.

During the 2021 Year, the Board reviewed the Company's corporate governance policies and practices,
continuous professional development of the Directors, the Company’s policies and practices on compliance
with legal and regulatory requirements, the compliance of the GEM Listing Rules, and the Company’s
compliance with the CG Code and disclosure in this corporate governance report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to the code provision A.2.1 of the CG Code, the roles of chairman and chief executive officer
of the Company should be separate and should not be performed by the same individual. The division of
responsibilities between the chairman and the chief executive officer should be clearly established and set
out in writing. The position of the chairman is held by Mr. Liu Xiaolin. The responsibilities of the chairman
of the Company is to ensure the Board to work effectively and perform its responsibilities, and all key and
appropriate issues are discussed by the Board, draw up and approve the agenda for each board meeting and
take into accounts, any matters proposed by others Directors for inclusion in the agenda.

As at 31 December 2021 and up to the date of this report, the Company has not appointed a chief executive
officer and is looking for a suitable candidate to act as chief executive officer in order to comply with the CG
Code. The office and duties of the chief executive officer in respect of the day-to-day management of the
Group's business is handled by the executive Directors collectively.

COMPANY SECRETARY

The Company Secretary supports the Board and Board committees by ensuring good information flow within
the Board and that Board policy and procedures are followed. The Company Secretary is a full-time employee
of the Company and has day-to-day knowledge of the Company’s affairs. The Company Secretary is appointed
by the Board and reports to the chairman and Directors of the Company. The Company Secretary also plays
an essential role in the relationship between the Company and its shareholders, and assists the Board in
discharging its obligations to shareholders pursuant to the GEM Listing Rules.

Ms. Wong Miu Shun (“Ms. Wong") has been appointed as the Company Secretary on 9 October 2017. The
biographical details of Ms. Wong have been disclosed in the Company’s announcement dated 9 October
2017. Ms. Wong has taken more than 15 hours of relevant professional training to update her skills and
knowledge during the 2021 Year.
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Each newly appointed Director should be provided with necessary induction and information to ensure that he
has a proper understanding of the Company’s operations and businesses as well as his responsibilities under
the relevant statues, laws, rules and regulations.

Directors’ training is an ongoing process. During the 2021 Year, the Directors are provided with monthly
updates on the Company’'s performance and position to enable the Board as a whole and each Director to
discharge their duties.

Under the code provision A.6.5 of the CG Code, all Directors should participate in continuous professional
development to develop and refresh their knowledge and skills. The Directors are encouraged to participate in
continuous professional development.

All Directors participated in continuous professional development by attending training and reviewing the
materials relating to the latest development of the GEM Listing Rules and other applicable regulatory
requirements during the 2021 Year in order to develop and refresh their knowledge and skills. The Company
updates the Directors on the latest developments regarding the GEM Listing Rules and other applicable
regulatory requirements from time to time to ensure compliance and enhance their awareness of good
corporate governance practices.

During the 2021 Year, the Directors have participated in the following trainings at the Company’s expenses:

Type of trainings
Name of Directors Seminars Reading Materials

Executive Directors

Mr. Liu Xiaolin % %
Mr. Yao Michael Yi X %
Mr. He Xun X %
Mr. Huang Song X Y%
Mr. Leung Pak Hou Anson X %
Mr. Wang Zheng % %
Independent Non-executive Directors

Mr. Yan Guoxiang % Y%
Dr. Ho Ivan Chun Kit X v
Mr. Qian Hongji X Y%

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board acknowledges its responsibility to prepare financial statements for each financial year which give
a true and fair view of the state of affairs of the Group. The Board is not aware of any material uncertainties
relating to events or condition that might cast significant doubt upon the Company’s ability to continue in
business.

Accordingly, the Board has prepared the financial statements of the Company on a going concern basis. The
Board also acknowledges its responsibility to present a balanced, clear and understandable assessment in the
Company’s annual, interim and quarterly reports, other inside information announcements and other financial
disclosures required under the GEM Listing Rules, and reports to the regulators as well as to include the
information required to be disclosed pursuant to statutory requirements.
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The above statements, which should be read in conjunction with the independent auditors’ report set out
from pages 66 to 74 of this annual report, are made with a view to distinguishing for shareholders how the
responsibilities of the Directors differ from those of the auditor in relation to the financial statements.

Having made appropriate enquiries and examined major areas which could give rise to significant financial
exposures, the Directors have a reasonable expectation that the Company has adequate resources to continue
in operational existence for the foreseeable future. For this reason, they continue to adopt the going concern
basis in preparing the financial statements for the 2021 Year; the Directors considered the Group has applied
appropriate accounting policies consistently, made judgments and estimates that are prudent and reasonable
in accordance with applicable accounting standards.

The quarterly, interim and annual results and reports were published within the time limits as required under
the GEM Listing Rules after the end of the relevant periods to provide stakeholders with transparent and
timely financial information.

Risk Management and Internal Control

The management has the responsibility to maintain appropriate and effective risk management and internal
control systems and the Board and the Audit Committee has responsibility to review and monitor the
effectiveness of the Group’s risk management and internal control system covering material controls,
including financial, operational and compliance controls on an ongoing basis to ensure that the systems in
place are adequate and effective and safeguard the interests of the Company’s shareholders and the Group's
assets. The Group adopts a risk management system which manages the risk associated with its business
and operations.

The system comprises the following phases:

° Identification: Identify ownership of risks, business objectives and risks that could affect the achievement
of objectives.

° Evaluation: Analyse the likelihood and impact of risks and evaluate the risk portfolio accordingly.

° Management: Consider the risk responses, ensure effective communication to the Board and on-going
monitor the residual risks.

The Company has in place an internal control system which is compatible with the Committee of Sponsoring
Organisations of the Treadway Commission COSO 2013 framework (“COS0"). The COSO enables the Group
to achieve objectives regarding effectiveness and efficiency of operations, reliability of financial reporting and
compliance with applicable laws and regulations. The components of the COSO are shown as follows:

e Control Environment: A set of standards, processes and structures that provide the basis for carrying out
internal control across the Group.

° Risk Assessment: A dynamic and iterative process for identifying and analysing risks to achieve the
Group's objectives, forming a basis for determining how risks should be managed.

e  Control Activities: Action established by policies and procedures to help ensure that management
directives to mitigate risks to the achievement of objectives are carried out.

° Information and Communication: Internal and external communication to provide the Group with the
information needed to carry out day-to-day controls.
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Monitoring: Ongoing and separate evaluations to ascertain whether each components of internal control
is present and functioning.

L
@ In order to enhance the Group’s system of handling inside information, and to ensure the truthfulness,
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accuracy, completeness and timeliness of its public disclosures, the Group also adopts and implements an
inside information policy and procedures. Certain reasonable measures have been taken from time to time to
ensure that proper safeguards exist to prevent a breach of a disclosure requirement in relation to the Group,
which include:

e The access of information is restricted to a limited number of employees on a need-to know basis.
Employees who are in possession of inside information are fully conversant with their obligations to
preserve confidentiality.

e Confidentiality agreements are in place when the Group enters into significant negotiations.

e The executive Directors are designated persons who speak on behalf of the Company when
communicating with external parties such as the media, analysts or investors.

The Group's risk management and internal control system are, however, designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Group has conducted an annual review on whether there is a need for an internal audit department.
During the 2021 Year, the Company engaged an independent professional firm as internal audit function
which consisted of professional staff with relevant expertise (such as Certified Public Accountants), to
conduct a review of the risk management and internal control systems for its business operations and
processes of the Group by conducting interviews, walkthroughs and test of operating effectiveness annually.
The review was done on a systematic basis based on the risk assessments of the operations and controls,
and covered (i) review of revenue cycle of the subsidiaries in Hong Kong and human resource cycle of the
subsidiaries for the 2021 Year; and (ii) follow-up review of treasury of the Company and inventories cycle
of the subsidiaries in Hong Kong for the 2020 Year, which are revenue, capital expenditure and operating
expense cycles of the subsidiaries in Hong Kong. The review plan has been approved by the Board and the
Audit Committee. The Board and the Audit Committee has also reviewed the resources, staff qualifications
and experience, training programs and budget of the independent professional firm and considered they are
adequate and sufficient. In addition, there is regular dialogue with the Group's internal and external auditors
so that both are aware of the significant factors which may affect their respective scope of work.

The internal control review report for the 2021 Year, issued by the independent professional firm, listed out
the findings of the weaknesses identified in 2021 Year in regard to the relevant cycles and procedures with
recommendations proposed for the Company to further improve its internal control system. No significant
deficiency was identified during the review. The result of the review has been reported to the Board and
the Audit Committee and areas of improvement, if any, have been identified and appropriate measures have
been put in place to manage the risks. The Board and the Audit Committee reviewed the risk management
and internal control system in respect of the 2021 Year. Several areas have been considered during the
reviews, which included but were not limited to (i) the changes in the nature and extent of significant risks
since the last annual review, and the Group's ability to respond to changes in its business and the external
environment, (ii) the scope and quality of management’'s ongoing monitoring of risk management and
internal control system. The Board and the Audit Committee considered the systems effective and adequate
throughout the 2021 Year.
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Auditor’s remuneration

For the 2021 Year, the fee payable to RSM Hong Kong in respect of audit services amounted to HK$1,100,000
(2020 Year: HK1,100,000) and the fee payable to RSM Hong Kong in respect of non-audit services,
which included acting as the reporting accountant for major transaction and due diligence, amounted to
approximately HK$Nil (2020 Year: HK$140,000).

INVESTOR RELATIONS AND COMMUNICATION WITH SHAREHOLDERS

The Company believes that maintaining a high level of transparency is a key to enhancing investor relations.
It is committed to a policy of open and timely disclosure of corporate information to its shareholders and
investors.

During the 2021 Year, there was no change in the bye-laws of the Company. The Company updates
its shareholders on its latest business developments and financial performance through its corporation
communications such as annual reports, interim reports and quarterly reports, notices, announcements and
circulars issued in printed form and are available on the Stock Exchange's website at www.hkex.com.hk
and the Company's website at www.cbshhk.com in a timely and consistent manner as required by the GEM
Listing Rules. The Company's website provides a communication platform to the public and the shareholders.

The Company regards the annual general meeting ("AGM") and special general meeting (“SGM") as
a platform to provide an important opportunity for direct communications between the Board and the
shareholders.

Shareholders are encouraged to attend the AGM and other shareholders’ meetings. The Company supports
the CG Code principle to encourage shareholder’s participation.

SHAREHOLDERS’ RIGHTS

A. Procedures for Shareholders to Convene a Special General Meeting
According to the provision of bye-law 58 of the bye-laws of the Company, the shareholders of the
Company holding at the date of deposit of the requisition not less than one-tenth of the paid up capital of
the Company carrying the right of voting at general meetings of the Company shall at all times have the
right, by written requisition to the Board or the Company Secretary, to require an SGM to be called by the
Board for the transaction of any business specified in such requisition. The SGM shall be held within two
(2) months after the deposit of such requisition. The requisition must be lodged with the Company’s head
office and principal place of business of Hong Kong.

If within twenty-one (21) days of such deposit the Board fails to proceed to convene such meeting, the
requisitionist(s) may convene such meeting in accordance with the provisions of the Companies Act 1981
of Bermuda.

B. Procedures for putting enquiries to the Board
Shareholders may send their enquiries and concerns to the Board by addressing them to the Company
Secretary by mail at Suites 1904-05A, 19/F, Sino Plaza, 255-257 Gloucester Road, Causeway Bay, Hong
Kong. The Company Secretary is responsible for forwarding communications relating to matters within
the Board's direct responsibilities to the Board and communications relating to ordinary business matters,
such as suggestions and inquiries, to the Directors.

C. Procedures for Putting Forward Proposals by Shareholders at Shareholders’ Meetings
Shareholders may include a resolution to be considered at an SGM. The requirements and procedures are
set o