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

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.

GEMDABEMRBRA LT 2 AASERERERR 2P M EARARER—BELHTZTE - FERE
ERTHRENZSEQAFAZEERAR  YEEBFERAFZEERERSTFHRERE -

HARGEMLT ARBERTPEQNT  RGEMEEZRSTHERNBIMEIREEIBHFEAZIBK
ZHERBER  REFREAGEMEEZRSSESRAEDTS -

BRRGLBEEMERAR LB FAHARE ((RREDNWATHRTEE - RS TE I
RATER - WAESR - AEEARRE 2 MRER B AR MEL KA GEZSFAE M 5| B I
BRAEEFEE -

RRETERE X FAGEME S EHAR R ([GEMEWRR ) 2 REMREARERLEMESZRARA
Al(IRQT ] - EREMBARGHE RNEE S EMDOER  AAREFR((EE ) BERARS AR
R ERMAEEHEL - EFLEL—AEENRER  MREMAMNERS  AREMAERE
FEERTEY REENTE - BEREIMEFR D M EERE MM FRBUEARRE NE HAHIMA
RALELFRE o



CONTENTS
H 8%

Corporate Information
NEIEHR
Chairman’s Statement
FEWE

Management Discussion and Analysis
ERE IO

Biographies of Directors and
Senior Management
EEREREEEBZRRE

Corporate Governance Report
TEEAWRSE
Environmental, Social and
Governance Report

R M RERRE
Report of the Directors

- -

Independent Auditor’s Report
B R BN E

Consolidated Statement of
Profit or Loss and

Other Comprehensive Income
rEBmhEMEERER

Consolidated Statement of
Financial Position

FaMBRRER

Consolidated Statement of

Changes in Equity

EEREEER

Consolidated Statement of Cash Flows
HEREmER

Notes to the
Consolidated Financial Statements

AR TSR IR

Financial Summary

TSR

20

27

51

88

110

119

120

122

124

126

236



CORPORATE INFORMATION

DNEER

Board of Directors EE&
Executive Directors 1T &=

Mr. Zhang Shuguang (Chairman)
SREBJLSE A (E/E)

Mr. Zhang Chunguang
REELE

Mr. Poon Lai Yin Michael
AEETE

Mr. He Jiaming

A F2ARsE &

Independent Non-executive

Directors B EHITES

Dr. Chow Kwok Fai Joseph
B EE L

Dr. Cheng Faat Ting Gary
g TiEL

Mr. Chan Kin Sang
BRI A S A

Audit Committee

EREES

Dr. Cheng Faat Ting Gary
(Chairman)

BETEL(EE)

Dr. Chow Kwok Fai Joseph

BB EE L

Mr. Chan Kin Sang

BRIEA S

Remuneration Committee

FHEES

Dr. Cheng Faat Ting Gary
(Chairman)

EETEL(EE)

Dr. Chow Kwok Fai Joseph

FREE L

Mr. Zhang Chunguang

RENTE

Nomination Committee
REZSS

Mr. Zhang Shuguang (Chairman)
REEN KA (F/E)

Dr. Chow Kwok Fai Joseph
EEEE L

Mr. Chan Kin Sang

PRI A S A

Company Secretary
NEWE

Mr. Chau Lai Ki [EEEEL A4

Authorised Representatives
(for the purposes of

the GEM Listing Rules)
REAR

(RGEM LHRATS)

Mr. Zhang Shuguang

SREB LA

Mr. Poon Lai Yin Michael

EEBE RS

Compliance Officer

BREME

Mr. Poon Lai Yin Michael
ERELLE

Legal Advisers as to

Hong Kong laws

BRAEREHIREEER

Tung, Ng, Tse & Lam
Solicitors

BRWMEENETSA

Auditor
BB

Mazars CPA Limited
PEDIR(EE) LT EBLFT
BIRAF]

Registered Office
HMREE

Cricket Square,
Hutchins Drive,
P.O. Box 2681,
Grand Cayman, KY1-1111,
Cayman Islands

Principal Place of Business
in Hong Kong

§%$EM¥1&¥E

3rd Floor, Effectual Building,
16 Hennessy Road,
Wanchai,
Hong Kong
E &
B
HE%&E%%
HEXNE3ME

EEREY

Principal Place of Business
in the PRC
REEEEEME
1-3/F, Building D,
Shenzhen Junxuan,
No. 16 Yinkui Road,
Kui Xin Community,
Kui Chong Office,
Dapeng New District,
Shenzhen,

The PRC

i

wYIT

N il

oRETE

It

HREFE 1657
RIEEF
DIR—ZE=[E

Principal Share Registrar
and Transfer Office in the
Cayman Islands
FHEHEEROMBFELER
Conyers Trust Company
(Cayman) Limited

Cricket Square,

Hutchins Drive,

P.O. Box 2681,

Grand Cayman KY1-1111,
Cayman Islands

Hong Kong Share
Registrar and Transfer
Branch Office
EEROBFETDTE
Tricor Investor Services Limited
17/F, Far East Financial Centre,
16 Harcourt Road,

Hong Kong
BEBFELBRA

B

ERIE16%:
RESRPLI7E
Company’s Websites

NE AU
http:/Amww.huakangbiomedical.com

Stock Code
R 5R

8622

ESE242 iR 5 PR A Huakang Biomedical Holdings Company Limited



CHAIRMAN'’S STATEMENT
ERHRE

Dear Shareholders,

On behalf of the board of directors (the “Board”) of
Huakang Biomedical Holdings Company Limited, | am
pleased to present the Group’s annual results for the year
ended 31 December 2022.

During the year ended 31 December 2022, the economy
and business activities of the People’s Republic of China
(the “PRC") have continued to be disrupted by the novel
coronavirus (COVID-19) epidemic (the “Epidemic”) with
various travel restrictions and social distancing measures.
Despite the difficulties arising from the Epidemic, and the
birth rate of the PRC has fallen for five consecutive years
from 12.43%. for 2017 to 6.77% for 2022, according
to the statistics published by the National Bureau of
Statistics of the PRC in February 2023, our sales of
biological reagents and auxiliary reproductive supplies
and equipment remained stable during the year ended
31 December 2022, however, our sales of healthcare
products and supplements recorded decrease in revenue
of approximately 23.1%.

We strive to make the best of our strengths and
capabilities to explore potential business markets, we
seized strategic opportunities and made solid progress
in December 2022 to enter into investment project of
anoectochillus formosanus extractive (“AFE") (including
Kinsenoside), which for the functions of protecting the
liver, lowering blood sugar and lipids. Ultimately, we
would like to commercialization of certain AFE products
of the healthcare market to bring additional sources of
income for the Group.

Looking ahead, the Chinese economy has seen a gradual
recovery after the lifting of majority of the Epidemic
prevention and containment measures in January 2023.
we are confident that more accommodative government
policies could be on the way for economic recovery. We
therefore remain cautiously optimistic on the recovery of
the Group'’s business.
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CHAIRMAN'’S STATEMENT
EFERE

Lastly, on behalf of the Board, | would like to take &% @ AAZERKESTE @ HHES RO
this opportunity to express my sincere gratitude to all #HEEBE TLZFRTER N - BETEHE
staff members for their dedicated contributions and 1 ARFRERED RS o A A IR T
unwavering commitment to deliver the best service to our BIXE « EEEMH - GERHLEZRFY
customers over the years. My appreciation also goes to AR RIAERE AT - RIEEE B N
all shareholders, business associates, partners and valued H#EENEBIER » ARFAIEEE -
customers for their generous support and confidence in

the Company. We will continue with our endeavour to

pursue growth of our business and create value for our

shareholders.

Zhang Shuguang REEN
Chairman e
Hong Kong, 24 March 2023 HE T =F=A-+WA

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited



MANAGEMENT DISCUSSION AND ANALYSIS

BERBNWR D

BUSINESS REVIEW

The shares of the Company (the “Shares”) were listed
on GEM of the Stock Exchange (the “Listing”) on 13
December 2018 (the “Listing Date”) by way of share
offer of 100,000,000 new shares (“Share Offer”)
offered by the Company at HK$0.5 per share and on 6
September 2022 by way of placing of 14,472,000 new
Shares to not less than six independent placees at the
placing price of HK$0.180 per share (the “Placing”).

Biological Reagents and Auxiliary Reproductive
Supplies and Equipment Segment

Our Group specialises in the research and development,
manufacturing and sales of a wide range of In-Vitro
Diagnostic (“IVD") reagents in the PRC, particularly
focusing on the PRC male fertility IVD reagent market. As
at the date of this Report, the Group’s product portfolio
offers 30 biological reagents, including 27 male fertility
IVD reagents, 2 parasite antibody detection reagents and
1 Epstein-Barr virus antibody detection reagent.

For the year ended 31 December 2022, the IVD reagents
business operated by the Company’s principal subsidiary
in the PRC kept stable and experienced a slightly decrease
of approximately Renminbi (“RMB"”) 151,000, or 0.6% in
revenue from the sales of biological reagents and auxiliary
reproductive supplies and equipment.

During the year ended 31 December 2022, our Group
completed Class Ill medical devices registration of
detection kit for IgG antibody to liver fluke with National
Medical Products Administration*, Class Il medical devices
registration of the sperm nuclear DNA integrity reagent
with the Guangdong Drug Administration* and 2 Class
| medical devices filing of male fertility IVD reagents with
the Market Supervision Administration of Shenzhen
Municipality*. The commercialisation of those new
reagents commenced within this financial year.

*  The English name is for identification purpose
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Healthcare Products and Supplements Segment

Our Group has diversified its business to healthcare
products and supplements in the PRC, Hong Kong and
Canada. As at the date of this Report, our Group has a
total of 24 natural health product licences granted by
the Natural Health Product Directorate of Health Canada
under our registered brand “Nutronic” and our Group
has already launched 12 products in the market. During
the year ended 31 December 2022, sales of healthcare
products and supplements represented approximately
8.5% of the Group’s total revenue, as compared
to approximately 10.7% during the year ended 31
December 2021.

Our Group has partnered with several sales channels
and e-commerce platforms that had strong interests to
promote and distribute our products. During the year
ended 31 December 2022, we distributed our healthcare
products and supplements through our websites (at
www.nutronic.ca and www.nutronic.hk), offline channels
(Eugenebaby and green price shops) and e-commerce
platforms, such as Tmall, JD.com, Amazon, HKTVmall
and Eugenebaby, etc (some of which are operated by our
Group). In August 2022, our Group participated in The
30th International Baby and Children Products Expo to
promote our healthcare products and supplements.

FUTURE PROSPECTS

Despite the difficulties arising from the Epidemic, our
Group are still continuous the research and testing on
rapid Point-Of-Care diagnostic testing (“POCT") under
immunoassay techniques, and polymerase chain reaction
testing (“PCR testing”) on male urinary tract infection,
and the Group intends to apply for medical devices
registration after satisfactory results.

For healthcare products and supplements segment, our
Group will continue to seek for partners and distributors
who have sufficient sales channel and financial resources
to promote the brand of “Nutronic” and distribute our
products in a more efficient and cost effective way.
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FINANCIAL REVIEW
Revenue

The Group’s revenue decreased by approximately
RMB797,000, or approximately 3.1%, from approximately
RMB26.1 million for the year ended 31 December 2021
to approximately RMB25.3 million for the year ended 31
December 2022. The decrease in revenue was mainly
due to a decrease in the sales of healthcare products and
supplements for the year ended 31 December 2022.

Sales of male fertility IVD reagents products remained to
be our major products which accounted for approximately
72.5% of our total revenue generated from our sales of
biological reagents and auxiliary reproductive supplies
and equipment segment for the year ended 31 December
2022. Revenue from this segment for the year ended
31 December 2022 was approximately RMB23.2
million, which represented a decrease of approximately
RMB151,000 or approximately 0.6% from approximately
RMB23.3 million for the year ended 31 December 2021.

Sales of healthcare products and supplements generated
approximately RMB2.2 million for the year ended 31
December 2022, which represented a decrease of
approximately RMB646,000 or approximately 23.1%
from approximately RMB2.8 million for the year ended 31
December 2021.

Gross Profit and Gross Profit Margin

The Group recorded a gross profit of approximately
RMB16.9 million for the year ended 31 December 2022,
representing an increase of approximately RMB458,000,
or approximately 2.8%, from approximately RMB16.5
million for the year ended 31 December 2021.

The Group’s gross profit margin increased from
approximately 63.0% for the year ended 31 December
2021 to approximately 66.8% for the year ended 31
December 2022 which was mainly attributable to the
improvement in profit margin of sales of healthcare
products and supplements segment.
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Other Income and Other Gains and Losses

Other income increased approximately RMB109,000 or
approximately 14.1% from approximately RMB775,000
for the year ended 31 December 2021 to approximately
RMB884,000 for the year ended 31 December 2022. The
increase was primarily attributable to increase in interest
income.

We recorded other gains of approximately RMB860,000
for the year ended 31 December 2022, whereas we
recorded other losses of approximately RMB259,000 for
the year ended 31 December 2021. Such change was
mainly attributable to the fluctuations in foreign exchange
rate between foreign currency and RMB, the majority of
which was unrealised foreign exchange difference.

Impairment Losses

The Group recorded impairment losses on trade
receivables (net of reversal) of approximately RMB373,000
for the year ended 31 December 2022, as compared
to approximately RMB637,000 for the year ended 31
December 2021. The decrease was mainly because the
settlement received for certain credit-impaired trade
receivables being fully impaired in previous year.

Selling and Distribution Expenses

Selling and distribution expenses increased approximately
RMB605,000 or approximately 7.2%, from approximately
RMB8.3 million for the year ended 31 December 2021
to approximately RMB9.0 million for the year ended 31
December 2022. The increase was primarily attributable
to increase of the marketing activities to maintain existing
customers and expand our distribution network during
the Epidemic.
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Administrative Expenses

Administrative expenses increased from approximately
RMB9.4 million for the year ended 31 December 2021
to approximately RMB9.8 million for the year ended
31 December 2022, which represented an increase of
approximately RMB450,000 or approximately 4.8%. Such
an increase was mainly attributable to an increase in staff
cost to compensate the management’s effort during the
Epidemic.

Research and Development Expenses

Research and development expenses remained stable
from approximately RMB2.4 million for the year ended
31 December 2021 to approximately RMB2.5 million for
the year ended 31 December 2022, which represented
a slightly increase of approximately RMB46,000 or
approximately 1.9%.

Finance Costs

During the year ended 31 December 2022, finance
costs mainly represented the interest on lease liabilities
under application of Hong Kong Financial Reporting
Standard (“HKFRS") 16 was approximately RMB55,000
as compared to approximately RMB93,000 for the year
ended 31 December 2021.

Results for the year

The loss attributable to owners of the Company was
approximately RMB3.1 million for the year ended 31
December 2022 as compared to approximately RMB4.2
million for the year ended 31 December 2021. The
significant decrease in loss approximately RMB1.1
million or approximately 27.1%, was mainly attributable
to increase in gross profit of approximately RMB16.9
million recorded for the year ended 31 December 2022
compared to approximately RMB16.5 million for the year
ended 31 December 2021.

Basic loss per share for the year was RMBO0.76 cents,

as compared to RMB1.06 cents for the year ended 31
December 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

Taxation

The PRC enterprise income tax rate applicable to the
Group's operating subsidiary in the PRC was 15% (2021:
15%), whereas no assessable profit arising from Hong
Kong for the year ended 31 December 2022 (2021: Ni).

Dividend

The Board did not recommend payment of the final
dividend for the year ended 31 December 2022 (2021:
Nil).

The declaration, payment, and amount of future dividend
will be decided by the Board and will depend upon,
among other things, our Group's results of operations,
capital requirements, cash flows, general financial
condition and such other factors as the Board may
consider important.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

Our Group funded the liquidity and capital requirements
primarily through internally generated funds from
operating activities, proceeds from the Listing and equity
financing by Placing.

As at 31 December 2022, our Group recorded total cash
and bank balances of approximately RMB33.3 million
compared to approximately RMB36.2 million as at 31
December 2021, which were placed with major banks in
the PRC and Hong Kong and denominated in RMB, Hong
Kong Dollars (“HK$"), United States Dollars (“US$") and
Canadian Dollars (“CAD$"). The decrease was mainly
due to the payments of daily operating expenses.

As at 31 December 2022, the lease liabilities under
application of HKFRS 16 was approximately RMB469,000
(2021: approximately RMB1.7 million). The gearing ratio
of our Group calculated based on the lease liabilities
divided by total equity as at 31 December 2022 was
approximately 0.8% (2021: approximately 2.9%).
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWRIN

Details of the movement in the Company’s share capital
are set out in note 28 in the Notes to the consolidated
financial statements. The capital structure of the Group
comprised of issued share capital and reserves. The equity
attributable to owners of the Company amounted to
approximately RMB56.5 million as at 31 December 2022
(2021: approximately RMB57.7 million).

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2022, the Group had 82 full-time
employees (2021: 83). Staff costs recognised in profit or
loss amounted to approximately RMB14.8 million (2021:
approximately RMB13.2 million) for the year ended 31
December 2022 (including directors and other employee
salaries and retirement benefits). Remuneration policies
and packages for the Group’s employees were based on
individual qualifications, performance, experience, and
conditions prevailing in the industry. In addition, various
training sessions have been offered to employees to
enhance their product and market knowledge.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group believed that there were certain risks and
uncertainties involved in the operations, some of which
were beyond the Group’s control. A detailed discussion
of the risk factors was set forth in the section headed “Risk
Factors” in our prospectus dated 30 November 2018 (the
“Prospectus”).
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MANAGEMENT DISCUSSION AND ANALYSIS

FOREIGN EXCHANGE EXPOSURE

The functional currencies of our operations, assets and
liabilities were mostly denominated in RMB. Therefore,
we were not exposed to any significant foreign exchange
risk for realised losses, except for our HK$, US$ and
CAD$ denominated bank balances. The Group currently
did 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 year ended
31 December 2022. The management will closely monitor
foreign currency exposure and will consider hedging
significant foreign currency exposure should the need
arises.

TREASURY POLICIES

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

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

On 19 December 2022, Shenzhen Huakang Bio-Medical
Engineering Limited* (“Shenzhen Huakang”), an
indirect wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement with
the vendor, pursuant to which the vendor agreed to
sell, and Shenzhen Huakang agreed to purchase, 19%
equity interest in Hainan Jinnuosai Medical Technology
Company Limited* (“Hainan Jinnuosai”), a company
incorporated in the PRC with limited liability and is
principally engaged in the manufacturing and sale of AFE
products and related supplements in the PRC, at a cash
consideration of RMB1.9 million. The Group had fully
paid the consideration directly to Hainan Jinnuosai on 19
December 2022 as paid-up capital in accordance with the
sale and purchase agreement and Shenzhen Huakang
will become shareholder of Hainan Jinnuosai pending
registration with relevant authorities in the PRC.

*  The English name is for identification purpose only

BEENWR DM

SN FEL B

BMEE EERBENIEEEB KB
AREEEHE - Bt - BRBEMET - ETK
INTTEHERITAERIN - TP M 1A & () 2
RIBRAERINERE g o 285 B3R I SN
PEETRIR - AEEWESEEMITETR
ek - B EAGEEM SR T AENEHER
HE—_ 2 - —"F+-A=+—HBILFEHIH
B - EIEE BRI EILINERK - Wi
REREREBEIPERNINERBS

ERBE

AEBEREERABRENBHBBRREEARE
BrRE AR THBSRBROABDES - U
RS B R EHIEE B IRRIE RS o

ERBBRHENE QR REBAF

RZEZZF+-A+hB  ARAEE:R
BEWBARIFYIEREYMBETEBRAA
(MRYNERE])  HEFIVEEHA(EE
W) REKREFRELSMFRYIER
FEEESHCHBEERENEARAR(E
FMEEE])19%A#E - 322 AR Bl
YZBRRAR  EBEPEYERENEE
CHEEBRIYERMEBERTE - BeRE
BARBIIEETL - AEECREBEEERH
FN T —F+_AThBREETHE
R NEHEERBRER - FEYIERE
KESHEHENRE  SHATEEHEER
MERD ©

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

13



14

MANAGEMENT DISCUSSION AND ANALYSIS
BEEETWR DN

On 9 February 2023, Shenzhen Huakang and the vendor
entered into a supplemental agreement to the sale and
purchase agreement to amend and supplement certain
conditions of the sale and purchase agreement, pursuant
to which if the conditions are not fulfilled on or before 30
June 2023, the vendor shall refund to Shenzhen Huakang
the consideration of RMB1.9 million and Shenzhen
Huakang shall return to the vendor the 19% equity
interest in Hainan Jinnuosai.

The transaction of the 19% equity interest has not been
completed as at 31 December 2022 and up to the date
of this Report. Details of the transaction were set out in
the Company’s announcements dated 6 January 2023, 7
February 2023 and 9 February 2023.

For the year ended 31 December 2022, save as disclosed
above, the Group did not make any material acquisitions
and disposals of subsidiaries and affiliated companies.

SIGNIFICANT INVESTMENT HELD

As at 31 December 2022, the Group did not hold any
significant investment.

PLEDGE OF ASSETS

As at 31 December 2022, the Group pledged a motor
vehicle for lease liabilities with aggregate net carrying
amount of approximately RMB217,000 (37 December
2021: approximately RMB326,000).

CAPITAL COMMITMENTS

As at 31 December 2022 and 31 December 2021, the
Group did not have any capital commitments in respect
of the acquisition of property, plant and equipment.

CONTINGENT LIABILITIES

As at 31 December 2022, the Company had no
outstanding corporate guarantee (37 December 2021:
Nil). As at 31 December 2022, the Group had no banking
facilities and did not have any significant contingent
liabilities (31 December 2021: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

Save for the expected investment disclosed in the
section headed “Material Acquisitions and Disposals of
Subsidiaries and Affiliated Companies” in this Report, the
Group does not have other plans for material investments
and capital assets as at the date of this Report.

USE OF PROCEEDS
Share Offer

The Shares were listed on the GEM of the Stock
Exchange on the Listing Date at HK$0.5 per Share. The
net proceeds from the Share Offer (as defined in the
Prospectus), after deduction of underwriting fees and
commission, and other estimated expenses payable
by the Company in connection with the Share Offer,
amounted to approximately HK$16.6 million out of which
approximately HK$5.5 million remained unutilised as of 1
January 2022.

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DM

The utilisation of net proceeds from the Share Offer by

AREB S B ERSRIBFRNEABR

the Group is set out below: FHyar
As at 31 December
Wt=A=t-H
2021 2022 Expected
il Jut —ECCE timeline
for the
Revised application
allocation of of the
Amount of Net Proceeds the unutilised Actual use Unutilised ~ Unutilised
Use of Net Proceeds allocated upon listing proceeds of proceeds proceeds  Net Proceeds
ABA BRAERAE
LHEIEN FrEER FrEmE ABR  RERENES
FERERERE e BiIoE ERRg FeE  BEX
HKS million" RMB'000° RMB'000° RMB'000 RMB000
BEETY  ARETTY NEEFTY  AEETT NEETT
Developing new products, improving 6.9 6,087 2,409 7,687 - Fully utilised by
our existing products and carrying out el
international cooperation projects
REFER  MARROREERR
FRERAEER
Expanding our sales network and enhancing 45 4,011 2,000 6,011 - Fully utilised
our marketing activites Eo
BRAMNEERERNEAMN
kR
Developing auxiliary reproductive 46 4,100 - - - NA
supply business NER
YREYEERRES
Working capital 0.6 481 500 98 - Fully utilised
Total 57 166 14,679 4,909 14,679 -
Notes: Bzt
(1) The net proceeds from the Share Offer based on the Offer (1) ERSRBEERN 2 EEE0.508 T2 KkD
Price of HK$0.50 per Offer Share. RS HRIBFEE -

(2) Translation based on the exchange rate of RMB1.00 to  (2)

HK$1.13.
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(3) The unutilised net proceeds was re-allocated with effect
from 31 December 2021. For more details, please refer to
the Company’s announcement dated 31 December 2021.

Placing of new shares under general mandate

On 29 July 2022, the Company and the placing agent
entered into the placing agreement, pursuant to which the
Company has conditionally agreed to place up to 30,000,000
new ordinary shares (“Placing Shares”) to not less than six
independent placees at the placing price of HK$0.180 per
Placing Share. The maximum gross proceeds and net proceeds
from the Placing will be approximately HK$5.4 million and
HK$5.375 million respectively. Completion of the Placing took
place on 6 September 2022 and a total of 14,472,000 Placing
Shares have been successfully placed. The net proceeds from
the Placing amount to approximately HK$2.58 million (equivalent
to approximately RMB2.3 million), which will be utilised for
general working capital of the Group for its operations outside
of the PRC. As at the date of this Report, the net proceeds has
been fully utilised as intended. For details of the Placing , please
refer to the announcements of the Company dated 29 July
2022, 5 August 2022, 18 August 2022 and 6 September 2022.

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 its 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.
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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.

The movement during the year and the options
outstanding as at 31 December 2022 were as follows:

R-ZE-TFMANE » KRB AHIRERE
MRt Elm A B A LR HA ££26,008,000

MIBARAE - MEZRINEZ AEWN - 1THEEAR
FBRAABN0.1258TT - RIRH BHD
ZK’AETW%EW‘EZ%H&H%%OJZS;‘%% °

EHBRENHARARAAE_T=2F
MANB(BEEREMB)ITE - FEARALD

RENBREZNROARF N ET
BAFBEHENARFIRBRA—_ZE_ZTFMA
j—LElm/_\tl: °

—Zo = A +— BRI
MEREBERMT

Number of share options

BREHE
Exercised Forfeited At
At 1 January Granted during during during the 31 December
Category of grantees 2022 the year the year year 2022
R-E=-=F RER &EZB=-Z=F
ZAER —HA—H RERTRE RERTE #®2W +=A=+—H
Executive Directors
HITES
Mr. Zhang Shuguang
(note)
SRIER ST & (HEE) 4,000,000 - - - 4,000,000
Mr. Zhang Chunguang
(note)
RENTE(HE) 4,000,000 - - - 4,000,000
Mr. Poon Lai Yin Michael
(note)
BB (HT) 4,000,000 - - - 4,000,000
Mr. He Jiaming (note)
PIFRAAL & (A7) 4,000,000 - - - 4,000,000
Other employees (note)
Hih 8T (Hit) 7,504,000 - - - 7,504,000
Total
et 23,504,000 - - - 23,504,000

Annual Report 2022 &%



MANAGEMENT DISCUSSION AND ANALYSIS

Note:

The closing price of the Shares immediately before the date on
which the options were granted is HK$0.125. The exercise price
is HK$0.125. The exercise period during which the options may
be exercised is the period from the date of acceptance to 8 April
2030 (both days inclusive). The date of grant was 9 April 2020.

All the existing share options of the Company are vested
upon granting. Forfeiture of share options are transferred
from share option reserve to accumulated profits or losses
within the equity of the Company. The exercise price of
the forfeited share options is HK$0.125.

Save as disclosed above, no options were granted,
exercised, forfeited, cancelled or lapsed during the year
ended 31 December 2022.

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

Closing share price immediately HK$0.123
before date of grant

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.

SUBSEQUENT EVENTS

Save as disclosed elsewhere in the consolidated financial
statements, since 31 December 2022 up to the date of
this Report no significant events affecting the Company
have taken place.
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BIOGRAPHIES OF DIRECTORS AND SENIOR

MANAGEMENT
EENEANEEECERE

EXECUTIVE DIRECTORS

Mr. Zhang Shuguang, aged 52, is our executive Director
and chairman of our Board. He joined our Group in
September 2003 and was appointed as our Director on
3 August 2017 and was re-designated as our Executive
Director on 25 September 2017. He is mainly responsible
for the management of our Board, giving strategic advice
and guidance on the business and operations of our
Group.

Mr. Zhang Shuguang held a bachelor’s degree and
master’s degree in engineering from Nippon Institute of
Technology, Japan and has over 18 years of experience in
the IVD reagents industry in the PRC.

Mr. Zhang Shuguang is the brother of Mr. Zhang
Chunguang, who is an executive Director and the chief
executive officer of our Group. Mr. Zhang Shuguang
is also the brother of Mr. Chang Yim Yang, who is our
Controlling Shareholder (as defined in the GEM Listing
Rules) (“Controlling Shareholder”) and a member of
our senior management.

Mr. Zhang Chunguang, aged 55, is our executive
Director and chief executive officer of our Group. He
joined our Group in July 2008 and was appointed as
our Director on 3 August 2017 and re-designated as our
executive Director on 25 September 2017. He is mainly
responsible for our business operations and the day-to-
day management of our Group.

Mr. Zhang Chunguang graduated from Hubei Institute
of Economics, in the PRC, majoring in economic English
and has over 10 years of experience in the IVD reagents
industry in the PRC.

Mr. Zhang Chunguang is the brother of Mr. Zhang
Shuguang, who is an executive Director and the chairman
of our Board. Mr. Zhang Chunguang is a Controlling
Shareholder and a member of our senior management,
who is also the brother of Mr. Chang Yim Yang.
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Mr. Poon Lai Yin Michael ("Mr. Poon"), aged 51, is our
executive Director, chief financial officer and compliance
officer of our Group. Mr. Poon joined our Group as our
Director on 3 August 2017. On 25 September 2017,
Mr. Poon was designated as our executive Director
and appointed as our compliance officer. Mr. Poon is
responsible for the financial management and corporate
finance of our Group.

Mr. Poon has over 20 years of experience in corporate
management, financial reporting, business advisory,
auditing and accounting. From March 1995 to February
1997, he worked in Chan Chak Chung & Co. and his
last position was audit senior. From March 1997 to June
1999, he worked in Ho & Au Yeung and his last position
was audit semi-senior. From November 2000 to March
2002 he served as senior accountant in Arthur Anderson
& Co., which was merged into PricewaterhouseCoopers
in 2002. Mr. Poon obtained a bachelor’s degree in
administrative studies from York University, Canada in
June 1995, a master’s degree in practicing accounting
from Monash University, Australia in July 1998 and an
executive master of business administration from City
University of Hong Kong in October 2022. Mr. Poon
passed Certified Environmental, Social and Governance
Analyst® (CESGA) from The European Federation of
Financial Analysis Societies (EFFAS®) in December 2022.
Mr. Poon has been a fellow member of HKICPA since
July 2009, and a member with CPA Australia since March
2000 respectively. Mr. Poon passed the qualification
examination of Asset Management Association of
China in 2016. From April 2019 to February 2020, Mr.
Poon has been a Licensed Representative for Type 6
(advising on corporate finance) regulated activity of
Canfield Corporate Finance Company Limited, a licensed
corporation.
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Mr. Poon is currently an independent non-executive
director in a number of Hong Kong listed companies,
namely Teamway International Group Holdings Limited
(formerly known as Jin Bao Bao Holdings Limited)
(stock code: 1239.HK) since 19 March 2019, and LFG
Investment Holdings Limited (stock code: 3938.HK) since
10 September 2019, the shares of these companies are
listed on the main board of the Stock Exchange, and
Niche-Tech Group Limited (stock code: 8490.HK) since 28
June 2019, the shares of which are listed on GEM.

Mr. Poon was an independent non-executive director
of China Uptown Group Company Limited (stock code:
2330.HK) from 29 November 2006 to 6 June 2022, and
Smartac International Holdings Limited (formerly known
as Smartac Group China Holdings Limited, Sino Dragon
New Energy Holdings Limited, China Zirconium Limited
and Asia Zirconium Limited) (stock code: 0395.HK) from
29 January 2010 (the Company were delisted with effect
from 20 February 2023), the shares of these companies
are listed on the main board of the Stock Exchange.
From August 2017 to April 2019, Mr. Poon was an
independent non-executive director of Cityneon Holdings
Limited (stock code: 5HJ.SGX), the shares of which were
listed on the main board of the Singapore Exchange
Limited and were delisted with effect from 1 February
2019.

Mr. He Jiaming (“Mr. He"), aged 37, is our executive
Director. Mr. He joined our Group as a business
development director in January 2019. Mr. He is mainly
responsible for evaluating and developing new products
in connection with male fertility and exploring overseas
business cooperation opportunities.

Mr. He graduated from University of Manchester in the
United Kingdom in 2010, with a combined bachelor
and master degree in chemistry and has over six years of
experience in the fields of biochemistry and international
trading.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Chow Kwok Fai Joseph (“Dr. Chow"), aged 50.
Dr. Chow is responsible for supervising our Group's
compliance, corporate governance matters and providing
independent advice to our Group.

Dr. Chow graduated from the Monash University in
October 1997 with a degree in the Bachelor of Science.
He obtained a Master of Medical Sciences degree and
a Doctor of Philosophy degree in November 2000 and
November 2007 respectively in the University of Hong Kong.

Dr. Chow has more than 20 years of experiences in the fields
of biomedical testing and molecular diagnostics technology.
Since April 2018, Dr. Chow has been the chief executive
officer of Zhejiang Thunderbio Innovation Limited* ( # )T
ZE=EA YR AR QA (“Thunderbio”) and Dr. Chow
has led his team of inventors and experts at Thunderbio in
commercializing the application of molecular diagnosis and
microfluidic technology, being the technology with growing
applications in more efficient biomedical testing.

Dr. Cheng Faat Ting Gary (“Dr. Cheng”), aged 55, was
appointed as our independent non-executive Director
on 1 September 2020. Dr. Cheng is responsible for
supervising our Group’s compliance, corporate governance
matters and providing independent advice to our Group.

Dr. Cheng obtained a Bachelor’s degree in Accounting
(Honours) and Master’s degree of Business Administration
from Southern lllinois University, the United States of
America ("USA"), in 1992 and 1994 respectively, and
a Doctor of Business Administration degree from the
City University of Hong Kong with research area in
“Independent Non-Executive Director and Corporate
Governance” in 2011. Dr. Cheng has been a certified
public accountant in both Hong Kong and USA and a
Certified Tax Advisor of the Taxation Institute of Hong
Kong. Dr. Cheng has over 25 years of experiences in
financial reporting, business advisory, auditing, accounting,
tax investigation and liquidation. Dr. Cheng is currently the
managing director of Gary Cheng CPA Limited.

*  The English name is for identification purpose only
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Dr. Cheng currently serves as charter president and
honorary advisor of the Lions Club of Huaxia Hong Kong
and committee member of Social Welfare Advisory
Committee of Hong Kong Special Administrative Region.

Dr. Cheng was an independent non-executive director
in a Hong Kong listed company, namely Smartac
International Holdings Limited (formerly known as
Smartac Group China Holdings Limited, Sino Dragon New
Energy Holdings Limited, China Zirconium Limited and
Asia Zirconium Limited), a company whose shares are
currently listed on the Main Board of the Stock Exchange
(stock code: 395.HK) from 16 November 2001 to 31
December 2021 (the Company were delisted with effect
from 20 February 2023).

Mr. Chan Kin Sang (“Mr. Chan”), aged 71, was
appointed as our independent non-executive Director
on 26 November 2018. Mr. Chan is responsible
for supervising our Group’s compliance, corporate
governance matters and providing independent advice to
our Group.

Mr. Chan graduated from the University of Hong Kong
with a bachelor’s degree in laws in November 1979. Mr.
Chan was admitted as a notary public in April 1997. Mr.
Chan is currently a fellow of the Hong Kong Institute
of Directors, a China-appointed attesting officer and a
practising solicitor in Hong Kong. Mr. Chan has over 30
years of experience in legal practice in Hong Kong and
Mr. Chan is currently the partner of the Peter K.S. Chan
& Co..

Mr. Chan is currently an independent non-executive
director in a number of Hong Kong listed companies,
namely China Fortune Financial Group Limited
(stock code: 290.HK) since 9 July 2014, and Pak Tak
International Limited (stock code: 2668.HK) since 3 April
2018, the shares of them are listed on the main board
of the Stock Exchange. In addition, Mr. Chan is currently
also a non-executive director of Sino Harbour Holdings
Group Limited (stock code: 1663.HK) since 1 April
2020, a company listed on the Main Board of the Stock
Exchange.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. Chang Yim Yang, aged 60, is vice chairman and
a director of Shenzhen Huakang and a director of King
Grace Company Limited (“King Grace"”). He joined
our Group in September 2003 and has been mainly
responsible for the general management and business
development of Shenzhen Huakang. He has over 19
years of experience in mergers and acquisitions as well as
capital market operations.

Mr. Chang Yim Yang is the brother of Mr. Zhang
Shuguang, who is our Controlling Shareholder, our
executive Director and chairman of our Board. Mr. Chang
Yim Yang is also the brother of Mr. Zhang Chunguang,
who is an executive Director and the chief executive
officer of our Group.

Mr. Chau Lai Ki, aged 39, is the financial controller
of our Group and our company secretary. He is mainly
responsible for the financial management and company
secretarial matters of our Group. He joined our Group
and was appointed as company secretary of our Company
on 25 September 2017. He was further appointed as
financial controller of our Group on 7 November 2017.

Mr. Chau Lai Ki held a master’s degree in professional
accounting from The Hong Kong Polytechnic University.
He is a practising member of the HKICPA and has over
17 years of experience in the finance and accounting
industry.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EENEREEEBZEBE

Mr. Fu Jianhua, aged 57, is the deputy general manager
and chief technology officer of Shenzhen Huakang.
He joined our Group in January 2014 and is mainly
responsible for the technology research and development
of our Group.

Mr. Fu Jianhua held a bachelor’s degree in science
from Wuhan University, the PRC and has over 20 years
of experience in the medical devices and IVD reagents
industry in the PRC.

COMPLIANCE OFFICER

Mr. Poon Lai Yin Michael was appointed as the
compliance officer of our Company on 25 September
2017. For his qualifications and experience, please refer
to the paragraph headed "Executive Directors” in this
section.

COMPANY SECRETARY

Mr. Chau Lai Ki was appointed as our company secretary
on 25 September 2017. He is also the financial controller
of our Group. For his qualifications and experience, please
refer to the paragraph headed “Senior Management” in
this section.
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CORPORATE GOVERNANCE REPORT

SRERRE

Pursuant to Rule 18.44 of the GEM Listing Rules, the
Board is pleased to present this corporate governance
report for the year ended 31 December 2022. This Report
highlights the key corporate governance practices of the
Company.

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 has adopted and complied with, where
applicable, the CG Code during the year ended 31
December 2022 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, except
for the incident in connection with the disposal of shares
beneficially owned by Mr. Zhang Shuguang on 30
December 2022, details of which were disclosed in the
announcement of the Company dated 8 March 2023.

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
noncompliance of the Required Standard by the relevant
employees was noted by the Company.

NON-COMPETITION UNDERTAKING

In order to maintain a clear delineation of the businesses
between our Group and our Controlling Shareholders,
the latter have entered into a deed of non-competition
in favour of our Company (for ourselves and as trustee
for each of our subsidiaries from time to time) on 27
November 2018 (the “Deed of Non-Competition”) to
the effect that each of them will not, and will procure
each of their respective close associates (as defined in the
GEM Listing Rules) not to, directly or indirectly participate
in, or hold any right or interest, or otherwise be involved
in any business which may be in competition with our
businesses.
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For details of the Deed of Non-Competition, please refer
to the section headed “Relationship with our Controlling
Shareholders — Non-competition Undertakings from Our
Controlling Shareholders” in the Prospectus.

The Company has received a written confirmation from
the Controlling Shareholders that they have complied
with the terms of the Deed of Non-Competition in the
year ended 31 December 2022. The independent non-
executive Directors have also reviewed the status of
compliance and written confirmation from the controlling
shareholders, and noted that all the undertakings under
the Deed of Non-Competition have been complied with
by each of the Controlling Shareholders for the year
ended 31 December 2022.

BOARD OF DIRECTORS

The overall management of the Group’s business is
vested in the Board which assumes the responsibility of
leadership and control of the Group and is collectively
responsible for promoting the success of the Group by
directing and supervising its affairs. All Directors make
decisions objectively in the interests of the Group.

The Board formulates strategies and sets directions
for the Group’s activities to develop its business and
enhance shareholders’ value. The Board also assumes
the responsibilities for maintaining high standard
of corporate governance, including among others,
reviewing the Company’s policies and practices on
corporate governance, and reviewing and monitoring the
Company's policies and practices in compliance with legal
and regulatory requirements.

The Board has established board committees with
specific written terms of reference which deal clearly
with the committees’ authority and duties. Details of the
respective committee’s terms of reference are available at
the websites of the Company and the Stock Exchange.
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The day-to-day management, administration and
operation of the Group are delegated to the executive
Directors and the senior management. The delegated
functions and work tasks are periodically reviewed.
Approval has to be obtained from the Board for
significant transactions.

Board Composition

During the Relevant Period, the Board comprises seven
Directors of which four are executive Directors and
three are independent non-executive Directors. The
composition of the Board during the Relevant Period is as
follows:

Executive Directors

Mr. Zhang Shuguang (Chairman)

Mr. Zhang Chunguang (Chief Executive Officer)

Mr. Poon Lai Yin Michael (Chief Financial Officer)
Mr. He Jiaming (Business Development Director)

Independent Non-executive Directors

Dr. Chow Kwok Fai Joseph
Dr. Cheng Faat Ting Gary
Mr. Chan Kin Sang

The biographical information of the Directors and
relationships between the members of the Board are set
out in the section headed “Biographies of Directors and
Senior Management” on pages 20 to 26 of this Report.
Mr. Zhang Shuguang, Mr. Zhang Chunguang and Mr.
Chang Yim Yang (one of our senior management) are
brother, and Mr. Zhang Shuguang and Mr. Chang Yim
Yang are our Controlling Shareholders.
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BOARD AND COMMITTEE MEETINGS

Regular Board meetings should be held at least four times
a year involving active participation, either in person
or through electronic means of communication, of a
majority of Directors. At least 14 days’ notice is given for
a regular Board meeting. For all other Board meetings,
notice will be given in a reasonable time in advance.
The Directors are allowed to include any matter in the
agenda that is required for discussion and resolution
at the meeting. To enable the Directors to be properly
briefed on issues arising at each of the Board meetings
and to make informed decisions, an agenda and the
accompanying Board papers will be sent to all Directors
at least three days before the intended date of the Board
meeting, or such other period as agreed. The company
secretary is responsible for keeping all Board meetings’
minutes. Draft and final versions of the minutes will be
circulated to the Directors for comments and record
respectively within a reasonable time after each meeting
and the final version is open for the Directors’ inspection.

The attendance records of each Director at Board and
Committee meetings, at the annual general meeting
("AGM") during the year ended 31 December 2022 are as
follows:

CORPORATE GOVERNANCE REPORT
CEEARE

EEZEREEEEE

EFEEHEREEFARELIR  BR
CREBANIESEHSLE  EBET
BATAEBSHE - EHERBANED
TR - BRAMBEMESZSSE
HEARQERFHHE LB - EFREME
MEMARE LmAERNEEMAZ
B SEREFHEENTEREFTE SR
FHBRNRBEL EAERE - SERE
MEFIERNBREL =X 2/ (HLE
HEMER) AT EFRIXBRMEEN D
EEeXM - nRWERERTFMEESRS
SHEE BRRABERLERBENERE
@& ENAEREANRNESEHAREER
BRNGSE  ERAEEFERH -

HE_ZT-_—_F+_A=1+—HIEFE &
EEHEESNETEEEHE  RFBEFKE
(RRBFRE DO EFREHEMOT

Number of meetings attended/eligible to attend

b/ TSMHERRE
Audit  Remuneration  Nomination
Board Committee Committee Committee AGM

Name of Directors 3.5 Bz  ENZBE  §MZEE  RY4ZEE  REBEFAE
Erecutive Directors: HES:
Mr. Zhang Shuguang REXLE 13/13 NATER NATER 0 i
Mr. Zhang Chunguang ik 1313 NANER 20 NANE R o1
Mr. Poon Lai Yin Michal RRERL 13113 NIATER NIATER NIATER "
Mr. He Jiaming z8EE 13/13 NIANER NIANEF NATER /1
Independent non-executive Directors: B FEH{TES -
Dr. Chow Kwok Fai Joseph FEERT 13/13 565 0 0 i
Dr. Cheng Faat Ting Gary guTEL 13/13 565 0 NANEF /1
Mr. Chan Kin Sang R 1313 565 NIATER 0 "
Total meeting(s) held during the year ~ EZ=2-—#+-F=+—H

ended 31 December 2022 IFEEABIHERER 13 5 2 2 1

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

31



32

CORPORATE GOVERNANCE REPORT
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision C.2.1 of the CG Code provides that the
roles of chairman and chief executive officer should
be separate and should not be performed by the same
individual.

The positions of chairman and chief executive officer are
held by Mr. Zhang Shuguang and Mr. Zhang Chunguang
respectively. The roles of the chairman and the chief
executive officer have been separated and assumed by
different individuals to ensure a balance of power and
authority so that power is not concentrated in any member
of the Board. The chairman provides leadership and is
responsible for the effective functioning and leadership
of the Board. The chief executive officer focuses on the
Company's business development and daily management
and operations generally.

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the Relevant Period, the Board at all times met
the requirements of the GEM Listing Rules relating to the
appointment of at least three independent non-executive
directors, accounting for at least one-third of the Board,
with at least one independent non-executive director
possessing the appropriate professional qualifications or
accounting or related financial management expertise.

Prior to their respective appointment, each of the
independent non-executive Directors has submitted a
written statement to the Stock Exchange confirming their
independence. The Company has received from each
of the independent non-executive Directors an annual
confirmation of his independence pursuant to Rule 5.09
of the GEM Listing Rules and the Board considers that
all the independent non-executive Directors to be
independent and meet the requirements as set out
in Rule 5.09 of the GEM Listing Rules. The Company
considers all independent non- executive Directors are
independent.
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of Mr. Zhang Shuguang, Mr. Zhang Chunguang
and Mr. Poon Lai Yin Michael has entered into a service
contract with the Company commencing from the Listing
Date, which has no fixed term and can be terminated by
either party giving not less than three months’ notice in
writing to the other party. Mr. He Jiaming, has entered
into a service contract with the Company for an initial
fixed term of three years commencing from the date of
appointment and will continue thereafter until terminated
by either party giving not less than three months’ notice.
Each of the independent non-executive Directors has
entered into an appointment letter with our Company
for an initial term of three years commencing from their
respective appointment dates and will continue thereafter
until terminated by either party giving not less than one
month’s written notice to the other party. Each of the
appointments is subject to termination provisions therein
and provisions on retirement by rotation of Directors as
set out in the Articles of Association.

Save as disclosed aforesaid, none of the Directors
has entered into any service agreement or letter of
appointment with the Company or any of its subsidiaries
which is not determinable by the Company within one
year without the payment of compensation (other than
statutory compensation).
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All the Directors, including the independent non-
executive Directors, are subject to retirement by rotation
and eligible for re-election in accordance with the Articles
of Association. At each AGM, one-third of the Directors
for the time being, or, if their number is not a multiple of
three, then the number nearest to but not less than one-
third, shall retire from office by rotation, provided that
every Director shall be subject to retirement by rotation
at an AGM at least once every three years. A retiring
Director shall be eligible for re-election and shall continue
to act as a Director throughout the AGM at which he
retires. The Directors to retire by rotation shall include (so
far as necessary to ascertain the number of Directors to
retire by rotation) any Director who wishes to retire and
does not offer himself for re-election. Any further Directors
so to retire shall be those of other Directors subject to
retirement by rotation who have been the longest in
office since their last re-election or appointment and so
that as between the persons who became or were last
re-elected Directors on the same day, those to retire
shall (unless they otherwise agree among themselves)
be determined by lot. A Director is not required to retire
upon reaching any particular age.

The Company may from time to time in general meeting
by ordinary resolution elect any person to be a Director
either to fill a casual vacancy or as an additional Director.
Any Director so appointed shall be subject to retirement
by rotation.

The Board shall have the power from time to time and at
any time to appoint any person as a Director either to fill
a casual vacancy or as an additional Director. 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 reelection at
such meeting. Any Director appointed by the Board as
an addition to the existing Board shall hold office only
until the next following AGM and shall then be eligible
for re-election. Any such Director appointed shall not
be taken into account in determining which particular
Directors or the number of Directors who are to retire by
rotation at an AGM.
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RESPONSIBILITIES OF THE DIRECTORS

The Board should assume responsibility for leadership and
control of the Company; and is collectively responsible for
directing and supervising the Company’s affairs.

The Board directly, and indirectly through its committees,
leads and provides direction to management by laying
down strategies and overseeing their implementation,
monitors the Group’s operational and financial
performance, and ensures that sound internal control and
risk management systems are in place.

All Directors, including independent non-executive
Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to
the Board for its efficient and effective functioning.

The independent non-executive Directors are responsible
for ensuring a high standard of regulatory reporting of
the Company and providing a balance in the Board for
bringing effective independent judgement on corporate
actions and operations.

All Directors have full and timely access to all the
information of the Company and may, upon request,
seek independent professional advice in appropriate
circumstances, at the Company’s expenses for discharging
their duties to the Company.

The Directors shall disclose to the Company details of
other offices held by them.

The Board reserves for its decision on all major matters
relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in
particular those that may involve conflict of interests),
financial information, appointment of Directors and
other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the
Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.
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INDEMNITY OF THE DIRECTORS

The Company has arranged appropriate insurance
coverage on Directors’ and officers’ liabilities in respect
of any legal actions taken against Directors and senior
management arising out of corporate activities. The
insurance coverage would be reviewed on an annual
basis.

CONTINUOUS PROFESSIONAL DEVELOPMENT
OF DIRECTORS

Directors shall keep abreast of regulatory developments
and changes in order to effectively perform their
responsibilities and to ensure that their contribution to
the Board remains informed and relevant.

Every newly appointed Director has received induction
on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations
of the Company and full awareness of Director’s
responsibilities and obligations under the GEM Listing
Rules and relevant statutory requirements.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills. All Directors are encouraged
to attend relevant training courses at the Company's
expenses.

All the Directors were kept informed on a timely basis
of major changes that may have affected the Group’s
business, including relevant rules and regulations. During
the year, all Directors have participated in continuous
professional development to develop and refresh their
knowledge and skills in accordance with code provision
C.1.4 contained in the CG Code.
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The Company organised training sessions for all Directors.  ZNA R A F1H &= E R PSR - AR
Such training sessions covered a wide range of relevant RIZWEZ[EEEEHE - 2EE SRAEMNE
topics including Directors’ duties and responsibilities, & * X2 EANGEM TR HH L
corporate governance and updates on GEM Listing Rules, % © th4h - ERE B IREABREEME - &
etc. In addition, relevant reading materials including REESEBREMBEHETE  UBEEZE2ER
memorandum on the duties and responsibilities of the — #ff7& °

Directors have been provided to the Directors for their

reference and studying.

The record of continuous professional development ZEEBRERHRMMKEEHAEEREREE
relating to Director’s duties and regulatory and business — ER¥%EEMIFEREERCSMMMT -
development that have been received by the Directors for

the Relevant Period are summarised as follows:

Nature of Continuous
Professional
Development

Programmesot
Name of Directors BEp 15 R RN R SRS M ()
Executive Directors: MITES -
Mr. Zhang Shuguang RN EAE A&B
Mr. Zhang Chunguang RENTE A&B
Mr. Poon Lai Yin Michael ERELE A&B
Mr. He Jiaming B Ps A&B
Independent non-executive Directors: BN IEMITES -
Dr. Chow Kwok Fai Joseph EE A&B
Dr. Cheng Faat Ting Gary g TEL A&B
Mr. Chan Kin Sang PREEA ST A&B
Notes: Biat -

A:  Attending seminars and/or meetings and/or forums and/or A : 2NN e R KEHRSimiER, S
briefings e

B: Reading materials relevant to corporate governance, B: FIEERGIAE - EFBEMEMT - GEM L

director’s duties and responsibilities, GEM Listing Rules and TR B & E A AB R &P A A L
other relevant ordinances
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WHISTLE-BLOWING POLICY AND ANTI-
CORRUPTION POLICY

Whistle-blowing and anti-corruption policies are
established. More details and the mechanism of the
policies could be found in the 2022 ESG report in this
Report.

BOARD COMMITTEES

The Board has established three committees on 26
November 2018, namely, the Audit Committee,
Remuneration Committee and Nomination Committee,
for overseeing particular aspects of the Company's affairs.
All Board committees of the Company are established
with specific written terms of reference which deal clearly
with their authority and duties. The terms of reference
of the Audit Committee, Remuneration Committee and
Nomination Committee are posted on the Company’s
website and the Stock Exchange’s website and are
available to shareholders upon request.

The list of the chairman and members of each Board
committee is set out under “Corporate Information” on
page 3.

Audit Committee

The Audit Committee consists of three independent non-
executive Directors, namely Dr. Cheng Faat Ting Gary
(Chairman), Dr. Chow Kwok Fai Joseph and Mr. Chan Kin
Sang.

The terms of reference of the Audit Committee are in
compliance with Rules 5.28 to 5.33 of the GEM Listing
Rules and paragraph D.3 of the CG Code and Corporate
Governance Report as set out in Appendix 15 to the GEM
Listing Rules. 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 Audit Committee shall hold at least
two meetings a year.
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For the year ended 31 December 2022, 5 meetings
have been held for the Audit Committee to review,
the quarterly, interim, and annual financial results and
reports and significant issues on the financial reporting,
operational and compliance controls, the effectiveness of
the risk management and internal control systems and
continuing connected transactions.

The attendance of each member of the Audit Committee
is set out in the section headed “Board and Committee
Meetings” of this Report.

Remuneration Committee

The Remuneration Committee consists of three members,
namely Dr. Cheng Faat Ting Gary (Chairman) and Dr.
Chow Kwok Fai Joseph, both are independent non-
executive Directors, and Mr. Zhang Chunguang, an
executive Director.

The terms of reference of the Remuneration Committee
are in compliance with Rules 5.34 to 5.36 of the GEM
Listing Rules and paragraph E.1 of the CG Code and
Corporate Governance Report as set out in Appendix
15 to the GEM Listing Rules. The primary functions of
the Remuneration Committee include (i) reviewing and
making recommendations on the remuneration packages
of individual executive Directors and senior management,
the remuneration policy and structure for all Directors
and senior management; (ii) establishing formal and
transparent procedures for developing such remuneration
policy and structure to ensure that no Director or any
of his/her associates will participate in deciding his/her
own remuneration; (iii) reviewing and approving the
management’s remuneration proposals with reference to
the Board'’s corporate goals and objectives; (iv) assessing
performance of executive Directors; and (v) approving
the terms of executive Directors’ service contracts. The
Remuneration Committee shall meet not less than once
every year.
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For the year ended 31 December 2022, the Remuneration
Committee met 2 times to review and make
recommendation to the Board on the remuneration
policy and the remuneration packages of the executive
Directors.

The attendance of each member of the Remuneration
Committee is set out in the section headed “Board and
Committee Meetings” of this Report.

Details of the remuneration of the Directors and senior
management are set out in note 8 in the Notes to the
consolidated financial statements for the year ended 31
December 2022.

Nomination Committee

The Nomination Committee consists of three members,
namely Mr. Zhang Shuguang (Chairman), an executive
Director, Dr. Chow Kwok Fai Joseph and Mr. Chan Kin
Sang, both are independent non-executive Director.

The terms of reference of the Nomination Committee
are in compliance with paragraph B.3 of the CG Code
and Corporate Governance Report as set out in Appendix
15 to the GEM Listing Rules. The principal duties of the
Nomination Committee include reviewing the Board
composition, developing and formulating relevant
procedures for the nomination and appointment of
Directors, making recommendations to the Board on
the appointment and succession planning of Directors,
and assessing the independence of independent non-
executive Directors.

For the year ended 31 December 2022, the Nomination
Committee met 2 times to review among other things,
the independence of the independent non-executive
Directors; consider the qualifications of the retiring
directors standing for election at the 2021 annual general
meeting; review the structure, size and composition of
the Board and review the Board diversity policy adopted
by the Company.
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The attendance of each member of the Nomination
Committee is set out in the section headed “Board and
Committee Meetings” of this Report.

Board Diversity Policy

The Board has adopted the Board Diversity Policy and
discussed all measurable objectives set for implementing
the Board Diversity Policy.

The Company recognises and embraces the benefits of a
diversity of Board members and will continue to be made
on a merit basis. In assessing the Board composition, the
Nomination Committee would take into account various
aspects as well as factors concerning Board diversity
as set out in the Company’s Board diversity policy and
procedures for shareholders to propose a person for
election as a Director of the Company, including but
not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge
and industry and regional experience etc. The Nomination
Committee would discuss and agree on measurable
objectives for achieving diversity on the Board, where
necessary, and recommend them to the Board for
adoption.

The Board has reviewed the structure of the Board at
least annually to consider the composition of the Board.
The Board is of the view that diversity can be considered
from a number of perspectives, including professional
qualifications, regional and industry experience,
educational and cultural background, skills, industry
knowledge and reputation, gender, ethnicity, language
skills and length of service. The Board has actively
identified individuals that are suitable and qualified to
become Board members to fulfill the Board Diversity
Policy and enhance gender diversity on the Board. The
Company will also proactively provide trainings to our
senior managements and will take into account the factor
of gender diversity when recruiting suitable candidates
for our senior management in the future, so to develop
a pipeline of potential successors for the Board and
enhance gender diversity in the Board in the coming
years. The Company may also engage human resources
agencies to identify potential successors for the Board
and enhance gender diversity in the coming years, if
necessary.
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The Board understand a single gender board will not
consider diversity to be achieved. The Board has looked
forward the potential candidates and will appoint a
director of a different gender no later than 31 December
2024. For the detailed gender ratio in the workforce
(including senior management), please refer to the 2022
ESG report in this Report.

CORPORATE GOVERNANCE FUNCTIONS

The Board as a whole is responsible for performing the
functions set out in the code provision A.2.1 of the CG
Code.

During the year, the Board had reviewed the Company’s
corporate governance policies and practices, training and
continuous professional development of Directors and
senior management, the Company’s policies and practices
on compliance with legal and regulatory requirements,
the compliance of the Model Code and compliance
manual (if any) applicable to employees and Directors, the
Company’s compliance with the CG Code and disclosure
in this Report, and communicate with various level of
staff to ascertain the implementation of policies and
procedures on corporate governance.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Company has in place policies and procedures
in relation to risk management and internal control.
The Board is primarily responsible for overseeing the
risk management and internal control systems and for
reviewing their effectiveness. The Company’s internal
control system and procedures are designed to meet its
specific business needs and to minimise its risk exposure.
The Company has adopted different internal guidelines,
along with written policies and procedures to monitor and
lessen the impact of risks which are relevant to its business
and control its daily business operations. Management
will identify the risks associated with the Group’s day-
to-day operations for review by the Board. The Board is
responsible for evaluating and determining the nature and
extent of the risks that the Company is willing to take in
achieving the Company'’s strategic objectives, and ensuring
that the Company establishes and maintains appropriate
and effective risk management and internal control

Annual Report 2022 &%

EEORME HHNEETSE TS ERENS
T - EEEEFRELIREAL KN TE
RZZE-_NF+-_A=+—HZE—ETE
MRNES - FEE L(BHESREERE)E
RILLBIFFE - BAMAREP S __FIR

B AR EARE -

FR - EFEEMAANRALEERBRR R
B BEEREAEEERIIRNETEESR
B’ ARBEBETERLEERENEEK
EER - BTRETAREERESART
it (A BER - ARRETEEE AT
FIERA RIS ERKE  WEEFETE
BARREECREABR NS

B i T e R BR BR 4

ANEIE HIE A B R B M AR AR
REEF EXSXI2REEERREER
MEPESIE R LT WA EA - ARRIHA
MERRGMEFEEREEABNERT
Ko WK EREEREK - ARFERATR
FIAERIE S| - AR AZ E AT R R K
B BRERNMHEEEREEBOER
PIEAMFE  URFIEAEEKEE - &
BERENEAEEEESERENRR -
MRXEZEES EFSRAVMINETE
R BIERAR R R KB B AR TR B AER
R MEE RIZE - WHERA R RIS #EHs
BELBRNEREE RARERERS - &
ZeEEEEEYAREEMNAREZERR



systems. The Board oversees management in the design,
implementation and monitoring of the risk management
and internal control systems. The Board acknowledges
that such risk management and internal control systems
are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide
reasonable but not absolute assurance against material
misstatement or loss.

The Group does not have an internal audit function and
is currently of the view that there is no immediate need
to set up an internal audit function within the Group
considering the size, nature and geography of the Group's
business. The Directors are responsible for formulating
and overseeing the implementation of the Group’s risk
management and internal control measures. The Group
has engaged an external independent internal control
consultant (the “IC Consultant”) to conduct an internal
control review on the internal control system of the Group
for the year ended 31 December 2022. Such review is
conducted annually. The review covers certain business
cycles and procedures undertaken by the Group and
make recommendations for improving and strengthening
the system. The scope of the IC Consultant’s review was
previously determined and approved by the Board. The
IC Consultant has recommended certain internal control
improvement measures to the Board. The Board is of the
view that no material internal control defeats have been
noted. All recommendations given by the IC Consultant
will be properly followed up by the Group to ensure that
they are implemented within a reasonable period of time.
The Directors were of the view that the risk management
and internal control systems were adequate and effective
to safeguard the interest of shareholders and the Group's
assets.

The Board, through the Audit Committee, has conducted
a review of the effectiveness of the risk management and
internal control systems of the Group covering all material
controls, including financial, operational and compliance
controls functions. The Board considers that the Group’s
risk management and internal control systems are
adequate and effective. The Board expects that a review
of the risk management and internal control systems will
be performed annually.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Particulars of the Directors’ remuneration for the year
ended 31 December 2022 are set out in note 8 in the
Notes to the consolidated financial statements.

Pursuant to code provision E.1.5 of the CG Code, the
remuneration of the members of the senior management
(other than the Directors) whose particulars is contained
in the section headed “Biographies of the Directors and
Senior Management” in this Report by band is set out
below:

FNEE(E )

Remuneration band (in HK$)

EERSREEEHH

HE T -_—_F+-_A=1+—"BUIFEN=
EHMNFIBI N AR S I TERERMIFES -

REBEEEEATAR TR EENSE - &
REEERE (BFERIN (HFBERNLH
SEERSRERERE] ) IZEEZ
DHFMIAT -

Number of individuals

AE

Nil to 1,000,000 Z%1,000,000

EXTERNAL AUDITOR AND THEIR
REMUNERATION

Mazars CPA Limited (“Mazars”) is the external auditor
of the Company. The Audit Committee is responsible
for making recommendation to the Board on the
appointment, reappointment and removal of the external
auditor, which is subject to the approval by the Board
and at the general meetings of the Company by its
shareholders.

During the year ended 31 December 2022, the
remuneration for the audit services provided by the
Company’s auditor to the Group was as follows:

SIS R BB K EL A

TEIRR(BB)GIMEHMBRAA
(THBERR]) SARFINEZEED - BZ
ZESREMIMNERBMNEE  EFE
EhEBRERNESSRIEREZS  HEZ
T ENZELRBRALESTSHERR
RNARRIBERAE L

REE2-ZE-_—"F+-_A=1+—HBILEFE "
IR EAZ BB [A) 7 £ [ 1R A A B A% AR 7% 37 B
N

Equivalent to
HK$ RMB
BT FEE RN

Annual audit service for the year He—Z- "+ _-_A=+—H

ended 31 December 2022

I FENFEEZRS

700,000 603,000
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RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITOR

The Directors acknowledge their responsibilities for the
preparation of accounts for the year ended 31 December
2022, which give a true and fair view of the state of
affairs of the Group and of the results and cash flows
for that period and comply with the requirement of the
Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) ("Hong Kong Companies Ordinance”) and the
applicable disclosure provisions of the Listing Rules.

The auditor is responsible for forming an independent
opinion, based on the audit, on the financial statements
prepared by the Directors and reporting the opinion solely
to the Company’s shareholders.

The Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Group’s ability to continue as a going
concern. The statement of the independent auditor
of the Company about its reporting responsibilities on
the financial statements is set out in the “Independent
Auditor’s Report” on pages 110 to 118.

DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the
Securities and Futures Ordinance, Chapter 571 of the
laws of Hong Kong and the GEM Listing Rules and the
overriding principle that inside information should be
announced promptly when it is the subject of a decision.
The procedures and internal controls for the handling and
dissemination of inside information are as follows:

e the Group conducts its affairs with close regard to
the disclosure requirement under the GEM Listing
Rules as well as the “Guidelines on Disclosure of
Inside Information” published by the Securities and
Futures Commission of Hong Kong in June 2012,
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e the Group has implemented and disclosed its policy
on fair disclosure by pursuing broad, nonexclusive
distribution of information to the public through
channels such as financial reporting, public
announcements and the Company’s website;

e the Group has strictly prohibited unauthorised use of
confidential or inside information; and

e the Group has established and implemented
procedures for responding to external enquiries
about the Group’s affairs, the Board will decide, or
designate appropriate persons to communicate with
parties outside the Group.

COMPANY SECRETARY

Company secretary supports the Board by ensuring
good information flow within the Board and that the
Board policy and procedures are followed. The company
secretary is responsible for advising the Board on corporate
governance matters and facilitating induction and
professional development of the Directors. All Directors
have access to the advice and services of the company
secretary to ensure that the Board procedures and all
applicable laws, rules and regulations, are followed.

Mr. Chau Lai Ki was appointed as the company secretary
of the Company on 25 September 2017 and has
complied with all requirements relating to qualifications,
experiences and training under the GEM Listing Rules. For
the year ended 31 December 2022, he has undertaken
not less than 15 hours of relevant professional training
respectively in compliance with Rule 5.15 of the GEM
Listing Rules.
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SHAREHOLDERS' RIGHTS

To safeguard shareholder interests and rights, separate
resolution should be proposed for each substantially
separate issue at general meetings, including the election
of individual Director. All resolutions put forward at
general meetings will be voted by poll pursuant to the
GEM Listing Rules and poll results will be posted on the
websites of the Company and of the Stock Exchange
after each general meeting.

Convening an EGM

Pursuant to Article 58 of the Articles of Association of
the Company, shareholders may convene an EGM in
accordance with the “Procedures for Shareholders to
convene an EGM” set out below.

Procedures for Shareholders to Convene an EGM

Any one or more shareholders holding at the date of
deposit of the requisition not less than 10% of the paid-
up capital of the Company carrying the right of voting
at general meetings of the Company (the “Eligible
Shareholder(s)”) shall at all times have the right, by
written requisition to the Board or the company secretary
for the purpose of requiring an EGM to be called by the
Board for the transaction of any business specified in
such requisition, including making proposals or moving a
resolution at the EGM.

Eligible Shareholders who wish to convene an EGM for
the purpose of making proposals or moving a resolution
at the EGM must deposit a written requisition (the
“Requisition”) signed by the Eligible Shareholder(s)
concerned (the “Requisitionist(s)”) at the principal
place of business of the Company in Hong Kong (presently
located at 3rd Floor, Effectual Building, 16 Hennessy
Road, Wanchai, Hong Kong) for the attention of the
company secretary. The Requisition must state clearly the
name(s) of the Requisitionist(s) concerned, his/her/their
shareholdings in the Company, the reason(s) to convene
an EGM and the proposed agenda.
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The Company will check the Requisition and the identity
and shareholding of the Requisitionist(s) will be verified
with the Company’s branch share registrar in Hong Kong.
If the Requisition is found to be proper and in order, the
company secretary will ask the Board to convene an EGM
and/or include the proposal(s) made or the resolution(s)
proposed by the Requisitionist(s) at the EGM within
two months after the deposit of the Requisition. On the
contrary, if the Requisition has been verified as not in
order, the Requisitionist(s) will be advised of the outcome
and accordingly, the Board or the company secretary will
not call for an EGM nor include the proposal(s) made or
the resolution(s) proposed by the Requisitionist(s) at the
EGM.

If within 21 days of the deposit of the Requisition the
Board or the company secretary fails to proceed to
convene such EGM, the Requisitionist(s) himself/herself/
themselves may do so in the same manner, and all
reasonable expenses incurred by the Requisitionist(s)
as a result of the failure of the Board or the company
secretary to convene an EGM shall be reimbursed to the
Requisitionist(s) by the Company.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the
Company, shareholders may send written enquiries to
the Company. The Company will not normally deal with
verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as
mentioned above to the following:

Address: 3rd Floor, Effectual Building, 16 Hennessy Road,
Wanchai, Hong Kong

(For the attention of the company secretary)
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Right to Put Forward Proposals at General Meetings

There are no provisions allowing shareholders to propose
new resolutions at the general meetings under the
Companies Law (as revised) of the Cayman Islands.
Subject to provisions of the Articles, Eligible Shareholders
who wish to move a resolution may by means of
requisition convene an EGM following the procedures set
out above.

For the avoidance of doubt, shareholder(s) must deposit
and send the original duly signed written requisition,
notice or statement, or enquiry (as the case may be) to
the above address and provide their full name, contact
details and identification in order to give effect thereto.
shareholders’ information may be disclosed as required
by law.

INVESTOR RELATIONS AND COMMUNICATION
WITH THE SHAREHOLDERS

The Board is committed to encouraging and maintaining
an ongoing dialogue with shareholders through
the dynamic implementation of a shareholder’s
communication policy through various channels. The
Company’s annual general meeting provides a good
opportunity for the Directors to meet and communicate
with shareholders. All Directors make their best efforts
to attend the Annual General Meeting in order to
answer questions from the Company’s shareholders.
In accordance with the disclosure requirements of
the GEM Listing Rules, the Company makes timely,
accurate and complete disclosure of any discloseable and
material matters in newspapers and websites designated
by the relevant regulatory authorities to protect the
shareholders’ right to information and participation. The
Company also has a dedicated department responsible for
investor relations, the contact details of which are set out
in the section headed “Shareholders’ Rights” above. The
Company attaches great importance to communication
with investors and has hosted individual shareholders
at various shareholder meetings and answered their
telephone enquiries on a number of occasions to enhance
investors’ understanding of and confidence in the
Company.
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The Board reviews the effectiveness of the above
channels of communication between the Company
and its shareholders on an annual basis. The Board is
satisfied with the implementation and effectiveness of the
Company's activities in communicating with shareholders
and investors during the reporting period.

DIVIDEND POLICY

The Company may declare and pay dividends to the
shareholders of the Company (“Shareholders”) by
way of cash or by other means that the Board considers
appropriate. In recommending dividends to allow the
Shareholders to participate in the Company’s profits, the
Board would also ensure the Company has adequate
reserves for future growth. The Board’s decision to
declare or to pay any dividends in the future, and the
amount of such dividends will depend upon, among
other things, the current and future operations, financial
condition, liquidity position and capital requirements
of the Group, as well as dividends received from the
Company’s subsidiaries, which in turn will depend on the
ability of those subsidiaries to pay a dividend. In addition,
any final dividends for a financial year will be subject
to the approval of Shareholders. The declaration and
payment of dividends by the Company is also subject to
any applicable restrictions under the laws of the Cayman
Islands, the laws of Hong Kong, the Company’s Articles
of Association and any other applicable laws, rules and
regulations.

CONSTITUTIONAL DOCUMENTS

Except for the conditional adoption of the amended and
restated memorandum of association and Articles of
Association (the “M&A") adopted by the Company on
26 November 2018 to comply with the applicable legal
and regulatory requirements (including the GEM Listing
Rules), which took effect from the Listing Date, there was
no significant change in the constitutional documents of
the Company during the Relevant Period.

The amended and restated M&A is available on the
respective websites of Company and the Stock Exchange.
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ENVIRONMENTAL, SOCIAL AND

GOVERNANCE REPORT
RIS - HFRERHE

INTRODUCTION

This is the Environmental, Social and Governance (the
“ESG") Report of Huakang Biomedical Holdings Company
Limited (the “Group”) to highlight its approaches and
strategies in pursuit of sustainable development for
the year ended 31 December 2022 (the “Reporting
Period”). This ESG report covers the environmental and
social performance of the Group’s business operation
of its manufacturing operation in Shenzhen, the PRC,
namely Shenzhen Huakang, during the Reporting Period,
unless otherwise stated. The Group primarily adopts
the principles and basis of Environmental, Social and
Governance Reporting Guide (the “ESG Reporting
Guide”) as set out in Appendix 20 of the GEM Listing
Rules. The Group complied with all the provisions set out
in the ESG Reporting Guide during the Reporting Period.

The Group is a medical device supplier principally
specialized in the research and development (the “R&D"),
manufacturing and sale of a wide range of biological
reagents and auxiliary reproductive supplies and
equipment in the PRC, which collectively accounted for
91.5% of the Group's total revenue during the Reporting
Period. The Group's product portfolio offers 30 biological
reagents, including 27 male fertility in-vitro diagnostics
(the “IVD") reagents, 2 parasite antibody detection
reagents and 1 Epstein-Barr virus (the “EBV") antibody
detection reagent.

Since December 2020, the Group had a new segment
to commencement, marketing and distribution of self-
developed healthcare supplements under the Group's
registered brand “Nutronic”. The healthcare product
business is included in the report since then and it
contributed approximately 8.5% of the total revenue
during the Reporting Period. There were no major
operational changes in the scope compared with the
period from 1 January 2021 to 31 December 2021 (the
“Last Reporting Period”).
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R HERERERE

THE BOARD'S ESG COMMITMENT

The Board has overall responsibility for the Group’s ESG
strategy and reporting. Specifically, the Board is held
accountable for the Group’s long-term resilience with
respect to potential shifts in the business landscape that
may result from climate change. As the stewards for long-
term performance and resilience, the Board is committed
to determining the most effective way to integrate ESG
considerations into its structure and committees. The
Group also evaluates and monitors ESG-related risks
and ensures these risks are thoroughly considered and
involved in decision making and embedded into the
management of risk and opportunities across the Group.

The Group strives to achieve a high level of public
transparency by regularly engaging stakeholders and
disclosing information in a timely and accurate manner.
Accordingly, the Group maintains regular exchanges and
dialogues with peers, investors and other stakeholders
to encourage the sharing of methodologies and to stay
informed about the latest ESG-related risks, regulatory
requirements etc. The Group also tracks existing
regulations and emerging regulations to ensure its ESG
policies, processes and disclosures meet expectations.

Legal compliance is an essential pillar for sound corporate
governance and underpins sustainable operations.
The Group has established appropriate and effective
management policies and internal control systems for
ESG issues during the Reporting Period and confirmed
that the disclosed contents comply with the requirements
of the ESG Reporting Guide.
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THE GROUP’S ESG APPROACH

The Board and senior management are engaged in the
materiality assessment in identifying material ESG issues
that impact the Group's business operations. The Board
formulates the approach and strategy towards ESG factors
to identify, evaluate, prioritise and manage material
ESG related issues. The Group holds periodic meetings
to discuss significant matters related to operations and
review management approaches towards a set of ESG
issues. The Group continuously monitors ESG-related risks
through the implementation of appropriate systems and
processes.

Reflecting international concerns on climate change, the
Group has begun assessing the short , medium and long-
term materiality of ESG related risks and opportunities
for the Group. The Group ensures that all its actions
and responses to climate change are proportionate to
the materiality of climate change effects on the Group.
The Board reviews progress against ESG related matters
through setting appropriate targets and strategies to be
implemented to measure progress on an annual basis.
Such measures are crucial to the Group’s business as
they enable the Group to manage ESG related risks and
regulatory requirements.

The Group will consider including ESG targets and
indicators in its executive incentive schemes, where
appropriate.

The favourable policies and systems in the PRC enable
the Group to seize new business opportunities in the
emerging IVD market and invest in the development of
the biomedical industry to tackle future health challenges.
To meet the increasingly sophisticated demands of
customers, the Group seeks to enhance existing products
and develop new products leveraging its vast experience
and advanced technologies, which, in turn, benefits
society.
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REPORTING BOUNDARY

In order to preserve a meaningful comparison, there was
no material change to the methods or KPIs used by the
Group in the years ended 31 December 2022 and 2021.
The Group did not have any reporting boundaries of this
ESG report.

THE GROUP’S MISSION AND VISION
Enhance peoples’ health
Meet customer’s needs

The Group embraces its vision through its operational
practices and in the provision of quality products and
excellent service. Not only does the Group adhere to
stringent standards and requirements to ensure that
its products meet the highest quality, it also actively
engages in developing innovative products for worldwide
healthcare needs and a better quality of life.

The Group’s ambitions are:

e Dbe a pioneer in its core technologies;

e boost investment in R&D;

e recruit high-caliber personnel worldwide;

e establish and implement quality management
systems effectively;

e stay innovative in various business areas;

e enhance the physical well-being of the general
public;

e adhere to the customer-centric principle in business
practice and take full responsibility in service delivery
to customers’ satisfaction;

e comply with relevant rules and regulations; and

e improve quality management systems consistently

for a stable product quality that meets customers’
requirements.
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STAKEHOLDER ENGAGEMENT AND
MATERIALITY

The Group recognizes the importance of building
positive relationships with its stakeholders. The Group
maintains ongoing dialogues with key stakeholders via
various communication channels including meetings,
performance reviews, customer satisfaction surveys and
interview sessions. Feedback obtained through such
regular engagement is essential to the decision-making
process of the Group’s operations, from improving its
business performance to gaining insights into future
development.

To identify material ESG issues, the Group specifically
engaged both internal and external stakeholders to
gain insights into ESG material topics and challenges
the Group’s operations face. Key stakeholders, such as
shareholders, directors of the board, suppliers, customers
and staff were engaged in the materiality assessment.
In the materiality assessment, stakeholders were asked
to rate a list of 19 topics in terms of their relevance and
importance to the Group's business development and
sustainability, as well as to the wider community.
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The following table summarises the main expectations
and concerns of our key stakeholders and the

corresponding management responses.

Stakeholders

Expectations and Requirements
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Communication Channels

& M EER BBEE
Investors and Shareholders e  Corporate Governance e Annual General Meetings
e Returns e Announcements and Circulars
e Company Values e  Financial Reports
e  ESG Reports
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Suppliers e Code of Conduct e Company Website
e Assessment Criteria e Emails
e Phone Calls and Meetings
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Customers e  Service and Product Quality e Company Website
e Customer Services e Emails
e Phone Calls and Meetings
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Government e Compliance e Notices and Filings
e  Equality of Employments e Emails
e Occupational Safety e  ESG Report
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Employees e Compensation e Trainings
e Occupational Health and Safety e Internal Meetings
e  Career Development e Emails and Notices
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Community e Information Transparency e Company Website
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Results of the materiality assessment and the consolidated
list of material aspects are presented in the following
matrix and table respectively.

MATERIALITY MATRIX

Materiality of Different Topics from Stakeholder Engagement
BFHESENTRTENEES

Higher
L4

External Interests
IMERFI 2R

Lower Higher

BIE 8BS

ERMER

A Environmental

A1 Energy
A2 Water
A3 Air Emission

A4 Waste and Effluent

A5 Packaging Material Consumption
A6 Environmental Protection Measures
A7 Climate Change

B Social
B1 Employment

B2 Occupational Health and Safety
B3 Development and Training

B4 Labour Standards

BS Supplier Management

B6 Intellectual Property

B7 Data Protection

B8 Customer Service

B9 Product/Service Quality

B10 Anti-corruption

B11 Community Investment

C Others

Internal Assessment on Importance to Business

HEBRERMENRIFE

Among the environmental and social aspects, the
following ESG topics were deemed as the most important
by the stakeholders:

e Product and service quality o
e Occupational Health and Safety o
e Development and Training o
e Watse and Effluent o
e Employment .

7 i MR TS E 2=
gﬁieﬁ

B2 R
R BT
REEM 57K

&=

C1 Raw Material Management

zZE

EMFHERNTIBRBHAEHI1KR D5
BUREA MERE R RA -

A BEEE
INE:D

A2 Ak

A3 KEHER
A4 BEEFNEIK
AS BEIRLERE
A6 IRFRER
A7 RIREE

B i &mE

B1 & {#

B2 B RELZ 2
B3 B B
B4 45 TH#ERI|

BS fAEEER
B6 A

B7 BURRE

B8 &~ AR5

BY Em,/RISH R
B10 R &5

B11 i @IRE

C Hith#s1g

C1 RMRER

ERFNMEEHE  ATRE HERER
TEERNERT ASEENMA
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BFOENRER
AEERAOFOEHHERE e kER
EMAFEEERIEL R - &R @B
B 3% T T B {4 = hk@szhuakang.com B2 7K &
B S ZEMERMRER -

STAKEHOLDERS’' FEEDBACK

The Group welcomes stakeholders’ feedback on its ESG
approach and sustainability performance. Stakeholders
may share with the Group any suggestion and view via
email to: hk@szhuakang.com.

®E - RAURERE

BRI ATR » 7N B B JE IR A0 B8 R F
BEVETEMA R - UREEEEmMTEME
Er e MEFETEBUSHKE - NEED

AWARDS, RECOGNITIONS AND MEMBERSHIPS

Since its establishment, the Group has received awards
and recognitions from governmental and international
authorities acknowledging its achievements in product

R&D and occupational safety and health. The Group has

obtained the following awards or certifications:

Awards/Recognitions

ERUTERSEE ¢

Awarding authority

Ve |

Shenzhen High and New Technology Enterprise
AT RHR B (B 5

Pk T

Innovation Committee of Shenzhen
Municipal Finance Committee of Shenzhen
Shenzhen State Taxation Bureau

Shenzhen Local Taxation Bureau
ATHEFEE S

AT REES

ARINTTR KT D

AT GBS B

High and New Technology Enterprise
RFTRAIMT R

Innovation Committee of Shenzhen
Municipal Finance Committee of Shenzhen
RYTEIFES S

AT REES

Certificate of Good Manufacturing Practice Rules
for Medical Devices
ERGSMEELEEEERBIE

China Food and Drug Administration
BREmEmEEERR

Work Safety Standardization
EERREL

State Administration of Work Safety
BERErHEEEERR

[SO13485 Medical Devices
— Quality Management System
ISO13485 BERBEMITHEEE IR RARE

International Organization for Standardization
IR LR
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Moreover, the Group actively forges close ties with the
industry bodies and takes part in professional associations
in the biomedical community. The Group is currently the
member of the following associations:

Shenzhen Association of Medical Devices,
e Shenzhen Hi-tech Industry Association,
e Guangdong Medical Device Management Academy,

e Guangdong Food and Drug Technology Association
for Evaluation and Certification,

e Shenzhen Life Science and Biotechnology Association,
and

e Shenzhen Medical Device Quality Promotion
Association.

These associations provide excellent platforms for
knowledge sharing, networking, market insight sharing
and business development.

B HBREARE

BSN  AEEBEGEEZARBR L ZTH
2 W2EAYBEINEXHE - AEEH
BATRATHEKRE

o HFIMEEBIWMITERHE -

o HYImEFRMEXRS -

s EREEFRZMEESS

o ERERMEMBFAZMHE -

o RIlmARmMBEEYEMHE - Kk

o HmEREMEEEERES

o

ZEME RFMBRN - B MBRELE
K B R AR TE%MﬁAo
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A. ENVIRONMENTAL

The Group is committed to protecting the
environment and remains vigilant against greenhouse
gas ("“GHG") emissions in all business activities. The
Group's Environmental Management Policy outlines
the key objectives and principles of the Group related
to managing the environmental influences of its
operations.

The Group mainly consumed electricity, petrol and
water, and generated wastewater and paper waste
during the Reporting Period. The Group strictly
abides by the laws, rules and regulations enforced by
the PRC in relation to environmental protection and
pollution control, including but not limited to:

e  Environmental Protection Law of the PRC;

e Water Pollution Prevention and Control Law of
the PRC;

e Law of the PRC on the Prevention and Control
of Atmospheric Pollution; and

e Law of the PRC on the Prevention and Control
of Environmental Pollution by Solid Waste.

During the Reporting Period, no material
non-compliance with laws and regulations relating
to air and GHG emissions, discharge into water
and land, or the generation of hazardous and
non-hazardous waste was recorded.

Annual Report 2022 &%
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A1. Emissions

Air pollutants and GHG emissions are significant
factors to address in combating climate change.
To reduce emissions, only high-quality fuel is used
within the Group's fleet. Where appropriate, staff
are encouraged to use public transport. The Group
also tends to choose suppliers that are closely
located to its operations, so that emissions caused by
transport between the suppliers and the operations
can be minimised.

A1.1 Air Emissions

The Group-owned petrol vehicles were used for daily
business operations during the Reporting Period,
which contributed to the emission of nitrogen oxides
("NO,"), sulfur oxides (“SO,"”) and respiratory
suspended particles (“RSP").

R HERERERE

Al. BERY
=AY R EREH RV E IR E
LR RFHAEZE - ARADEEN - K

SEEFANERBELDRH - REES
AT XBETEAARRE - AEH
TMARPE R MIBAE AR H 2 ER
RS - 2R A BEIRUER B R
BB P B B S A O BRI ©

A1 BERIHER
WREHRN > REBABEF R MEBEH
FREBEXELE  BRHEHREZE1LY
(ITNOxJ) ~ &L (1SOx]) K AT IR A
FBF AT ([RSP)) »

Air emissions (non-GHG) from mobile combustion

BERBEELENERFRGERERE)

NO« (kg) RSP (kg) SO« (kg)

FEY TRABINT HRELEY
Fuel Source #REHR Usage BREHE A (AF) (AF) (AF)
Petrol Y For vehicles EE%f A 3.82 0.28 0.09
Note: Bt -

Emission factors for calculations on environmental
parameters throughout the report were made reference to
Appendix 20 of the GEM Listing Rules and their referred
documentation as set out by Hong Kong Exchanges and
Clearing Limited, unless stated otherwise.

R BHAN - BHRETAERBIRHN
PR B2 RGEM E AR A M 8220 R &
BR P REEAR A BT EZ2ZE XXM
fEH
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A1.2 Greenhouse Gas Emissions

During the Reporting Period, the Group’s business
activities contributed to the GHG emission of 124.20
tonnes of carbon dioxide equivalent (“tCO,eq."),
mainly carbon dioxide, methane and nitrous oxide.
The overall GHG intensity for the Group was 1.51
tCO,eq. with reference to the number of full-time
employees (“FTE"), or 0.0028 tCO,eq. per unit of
product sold, representing a 3.4% and 7.7% increase
respectively compared with the Last Reporting Period.

A2 BREREEHENK

BERERRN - AEBNKEEEBEL
T124 200 — A bixE = (| Z&LHR
BE| O FEAE-_&tik - FREEEAS
L) KR ERBEHEN - NEBEEREN
BERBENZEAEREREE([2
BEE S _SILRESNEHE
HEMO0.0028M — A Lk E £ » B EME
WEBDRIEIN3.4% KT7.7% -

Total
Emission GHG Emission GHG Emission
Scope of GHG Emissions Sources (tCO2eq.) (%)
BERBHER BHEERBHER
REREHRNER BERUR (—FtixEE (%)
Scope 1 Direct GHG Emission
R ERAERBHER
Combustion of fuel for mobile sources Petrol 15.66 13%
AR (BB EDIR) i
Scope 2 Energy Indirect GHG Emission
K2 e R AR EREHEK
Purchased electricity 103.52 83%
FREEE N
Scope 3 Other Indirect GHG Emission
3 HttMERERB K
Paper waste disposal 1.22
HER R B B R REAR
Electricity used for freshwater processing 0.98
KIKERIEFTRESR 4%
Electricity used for sewage processing 0.25
TIIKERIRFTAEE
Business air travel by employees 2.57
B ERBEIKR
Total 124.20 100%
et

Note 1. Emission factors were made by reference to
Appendix 20 to the GEM Listing Rules and their
referred documentation as set out by the Stock
Exchange, unless stated otherwise.

Note 2: Emission factor of 0.06101 tCO,/MWh was used
for purchased electricity in the National Grid of
the PRC.

Note 3: Emission factor of 0.71 tCO,/MWh was used for
electricity purchased from the Hong Kong Electric

Company.
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A1.3 Hazardous Waste

During the Reporting Period, the Group generated
a total of 2.27 tonnes of hazardous waste,
mainly comprised of hazardous solids and liquids.
The intensity was 0.05 kg/unit of product sold,
representing a decrease of 16.7% compared with
the last Reporting Period.

A1.4 Non-hazardous Waste

Non-hazardous waste from the Group’s operations
consists mainly of paper waste and domestic waste.
During the Reporting Period, the Group generated a
total of 1.16 tonnes of non-hazardous waste, 22%
of which was paper waste derived from the Group’s
office operation. The overall intensity was 14.1 kg/
FTE, representing a 6.0% decrease compared to the
Last Reporting Period.

A1.5 Measures to Mitigate Emissions

The Group is dedicated to curbing air pollution
and GHG emissions from its operations. To reduce
emissions produced though its products, the Group
estimates the production needs and determines the
optimal production quantity in one-off production.

The Group highly encourages employees to use
public transport whenever possible. The Group
has adopted the use of online conferencing tools
to reduce air travel. As a result of the Group’s
continuous efforts, both fuel consumption and
vehicle exhaust emissions reduced significantly
compared to the Last Reporting Period. In the long
run, the Group has established a 10-year Group-wise
emission reduction target to reduce emissions by
10% by the fiscal year of 2030.

A3 BEREZEY

RS EAR - NREBEBH2 27T E EEE
ZY TEEEEEEBLRRE - HE
AEHEHERTEM.SAT F ®E
B EHR 4 16.7% o

A4 BEREZEY)

REBELEFHELNBEZEEEZYETE
BIERE AR K BRI IR o AR HAM ¢
REBEAEEBEREZEY.16HE - HA
2% BREBMPNLEELERNRER - &
BEERV4NAT /BE2BEE &
FRERE B 26.0% °

A5 B BEE

REBBNORMHIEXBREENE
FOsR IR ERELN o AR EER
EERNPR - AEBBELEERFK - A
E —REEENREEE -

AEEGNEREERMREERIHRR
BTA - AEECRAREREGEIA
BAOREENR - HRANEE RS -
FEmE N TR R RIS L (B S
BRgRL - REMS © NEBEKRLI10
FEBRHEER  UPR _Z=FH
BEFERETF10% -
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A1.6 Waste Handling and Reduction Initiatives

A2.

The Group strictly observes national laws in handling
both hazardous and non-hazardous waste. Wastes
are reduced and prevented at source wherever
possible. Wastewater, as a kind of hazardous waste,
is temporarily stored in containers, and collected by
designated licensed handlers for further treatment
prior to disposal.

Paper waste is collected and disposed of in
landfills. The Group continues to implement paper-
saving measures to reduce paper waste at source.
For instance, the Group encourages double-
sided printing, promotes the use of electronic
documentation, and keeps track of paper
consumption in promoting a paperless office. The
paper consumption pattern was similar to the Last
Reporting Period. In the long run, the Group has
established a 10-year Group-wise waste reduction
target to reduce waste generation by 20% by the
fiscal year of 2030.

Use of Resources

Although the Group has not established formal
policies on improving resource utilization efficiency,
the Group adheres to the principle of full utilization
of resources and encourages employees to observe
relevant practices to achieve resource conservation.
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A2.1 Energy Consumption

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The total energy consumption of the Group was
167,731 Kilowatt-hour (“kWh"), with an overall
energy intensity of 2,046 kWh/FTE , and 3.76
kWh per unit of product sold during the Reporting
Period, representing a 17.7% and 16.1% decrease
respectively compared to the last reporting period.

Direct/indirect

A2.1 BERERE

i gt

B HBREARE

A - REBORRRERE

167,731 TERK ([ FERE]) @ #ERE
ER2046TEK B4 2BEERET
HEHEMR3T6TRE - 8 E—ERE
HIM DRI A 17.7% % 16.1% ©

Energy Sources Consumption ~ Consumption Energy Intensity
B/ BEER H¥EE H¥EE BEREE
(unit) (kwh)
(Ef1) (FRE)
Petrol 5,889 L 51,138 624 KWh/FTE ~ 1.15 kWh/unit of product sold
i 5,8897F 624FEE,/  1I5TRE/SH&ELER
BREBIES
Purchased electricity 167,731 kWh 167,731 2,046 KWh/FTE  3.76 kWh/unit of product sold
FiBE D 167,731 F FLES 2046FEE,/  376FTREE/SHELER
BREBIES
Group total 218,869 2,670 KWh/FTE  4.91 kWh/unit of product sold
£EAc 2670FRE/  491TEE/SHELER
BE2BES
Note: Higt -

Conversion factors were made reference to IEA Energy
Statistics Manual and 2006 IPCC Guidelines for National
Greenhouse Gas Inventories.
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A2.2 Water Consumption

Freshwater consumed for daily business operations is
supplied by municipal freshwater supplier. Water is
mainly used for domestic use and in the production
of reagents. During the Reporting Period, the
water consumption for the Group was 2,357 m?,
contributing to a water intensity of 28.7 m3/FTE or
0.05 m? per unit of product sold.

A2.3 Energy Use Efficiency Initiatives

The Group’s major energy consumption is petrol
consumption by vehicles and electricity consumption.
The Group regularly monitors the usage of energy
to achieve maximum consumption efficiency. The
Group has formulated a series of measures to reduce
electricity consumption and increase electricity
efficiency. Energy conservation initiatives adopted by
the Group include:

e maintaining all default temperature settings of
air conditioners at 25.5°C;

e choosing low-carbon and energy-efficient
products and appliances;

e setting computers to energy-saving mode when
idle; and

e switching off office equipment and electronic
devices after office hours.

In the long run, the Group has established a 10-
year Group-wise energy reduction target to reduce
electricity use by 20% by the fiscal year of 2030.
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A2.4 Water Use Efficiency Initiatives

No issue in sourcing water that is fit for purpose
was identified during the Reporting Period. To
sustain water resources, the Group encourages
water conservation and reminds all staff members to
reduce water wastage whenever possible. Compared
to the Last Reporting Period, the water intensity
declined by 30% measured by number of FTE. In the
long run, the Group has set a 10-year Group-wise
water reduction target to reduce water use by 20%
by the fiscal year of 2030.

Water conservation initiatives adopted by the Group
include:

¢ reminding employees to turn off water taps
after use;

e putting up posters related to water resource
conservation at prominent locations;

e monitoring the water usage patterns; and

e enforcing inspections and maintenance to
prevent wastage of water resources.

A2.5 Packaging Materials

Paper cartons and plastics were widely used
as packaging materials for different product
presentations. During the Reporting Period, a
total of 3.34 tonnes of packaging materials were
consumed, including carton boxes, polyethylene and
polypropylene, contributing to an intensity of 0.07
kg per unit of product sold. All packaging materials
have undergone rigorous quality control tests before
use.

R HERERERE

A2.4 KIE PR

PSR - WEREREREES g
BRI R RE o A KEIRT AKX
B ANEBSEENRK  TiREEE
BITREUERDRENKE - R2BES
HEHENKEER EERE RS
30% c RIEME + AEBEEHZRLI0FE
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A3. The Environment and Natural Resources

A3.1Significant Impacts of Activities on the

Environment

The Group’s business activities do not pose
any major significant adverse impacts on the
environment, except for the minor impact arising
from consumption of energy resources and fuels.
The Group’s Environmental Management Policy aims
to facilitate rational and efficient use of resources
such as energy, water and other raw materials.
The Group also carries out various measures for
reducing GHG emissions and advocating resource
conversation through the 3R’s (namely reducing
waste, reusing, and recycling resources) principle.
During the Reporting Period, any waste, wastewater,
or emissions that posed adverse impacts to human or
environment was appropriately managed, controlled,
and treated prior to release into the environment.

Electricity consumption was the largest component
of the Group’s energy, making up nearly 83% of
total energy consumed. To reduce electricity use, the
Group has specifically adopted various management
measures. For instances, the Group has provided
education to employees to raise their awareness of
energy conservation and given preference to low-
carbon and energy-saving appliances.

Looking forward, the Group will persist in operating
the business in an environmentally responsible
manner and drive a continual improvement in its
business processes, products, and services with as
little impact on the environment as possible.
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A4. Climate Change

Huakang acknowledges that it has a role in limiting
climate change, and that climate change may impose
an impact in limiting the Group's operations. To
better identify and address the risks involved, the
Group is committed to looking at climate change
issues together with other ESG issues. This means the
Board will take initiative in assessing climate-change
related matters with the support of management.
When material aspects are identified, polices shall be
formulated to address them.

With climate change issues considered, Huakang may
be threatened by both physical risks and transition
risks. For all of Huakang’s operations, event-
driven extreme weather may disrupt supply chains
which would interrupt business activities and affect
revenues; and cost may be incurred by the Group
to meet with newly enforced laws and regulations
and market driven changes as a response to climate
change.

That being said, Huakang remains hopeful knowing
that it can bring positive impacts to the environment.
Understanding its more significant environmental
effects being (i) the emissions of air pollutants
and greenhouse gases from the consumption of
purchased electricity and fuel, and (ii) the generation
of certain waste from daily operations, guiding
policies have been established to improve the
Group’s environmental performance.
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B. SOCIAL B. #®&

1. Employment and Labor Practices 1. BRERBIER

B1. Employment B1. (&
The Group strictly abides by all applicable laws and ¥R B - AR E RS E PR E
regulations in relation to employment in the PRC, BEELREREREBOMEBEREZER
Hong Kong, and the United Kingdom during the RO BIEERRR

Reporting Period, including but not limited to:

e Labor Law of the PRC; o (FREARHANBEILEE)

e Labor Contract Law of the PRC; o (FEARKFMBEILESHERE)

e The Social Insurance Law of the PRC; o (FEARAMBLEREIE)

e Special Rules on the Labor Protection of Female o (HABIBHRERRIIE):
Employees;

e Social Insurance Law of the PRC; o (HFEARAMBMHEREIL)

e Regulation on Paid Annual Leave for Employees; o (BIFTHFMEREH)

e Provisions on the Prohibition of Using Child o (BIEFAETHRTE):
Labor;

e The Hong Kong Employment Ordinance; and o  EBEMRKLD: &

e United Kingdom Employment law, Labour Law o  HEKERE) (BEE)R—E
and all relevant laws. AR o

During the Reporting Period, there was no material R¥E B - RS E N A A E R

non-compliance with relevant laws and regulations B HBEREA TR RHE - F

relating to compensation and dismissal, recruitment Eeg - b - RIEMREREAMFER

and promotion, working hours, rest periods, equal BRIMERNEREEZLROIIER o

opportunity, diversity, anti-discrimination and other
benefits and welfare of the Group.
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As of 31 December 2022, the Group had a total RZBEZZF+ZA=+—H  ~5H
number of 82 employees. All of them were full-time HEREZEE - BFEHREBIES - &
employees. The employee structure sorted by gender, MRl - AR - BEE R o M EY (B
age group, function and geographical regions are BRBHEIIWNT -

shown below.

Distribution of Employees by Gender
EEMRI DM

Female
peg
43%

Employees by Job Function

EERESD
Senior Management
BHRERE
Middle
Management
\ FRERE

A

Frontline & Office Staff
AR NMIFAEE T
78%

Employees by Age Group

EEFRAR 24
36-45 2650
46-555%
36-455% 21%

27%

56 or above

565K 3 A £
\“ 2%

Employees by
Geographic Location
EEMIE S

Hong Kong
BB
10%

| United Kingdom
HE
1%

Mainland China
R B A
89%

FEFE4Y)E 22 H R 2 7 Huakang Biomedical Holdings Company Limited

71



72

The Employee Manual outlines detailed policies
regarding recruitment and dismissal, remuneration
and compensation, appraisal and promotion,
attendance, compensation leave, etc. Employees
are required to follow strictly the code of conduct
and ethics, which establishes the Group’s ethical
standards and expectation of employees.

Competitive Compensation and Benefits

The Group offers an equitable and competitive
remuneration package to attract and to retain talent.
In addition to basic wages, the Group offers overtime
pay, attendance bonuses, seniority bonuses, housing
allowance, and a discretionary performance bonus.
The Group also safeguards the legitimate interests
of its employees, respects the rights of employees
to rest and leave, and regulates their working hours
and their rights for various types of rest time and
holidays. Apart from medical coverage and statutory
holidays, employees are entitled to a range of leave
including marriage leave, maternity leave, paternity
leave, sick leave and bereavement leave.

Performance Review and Promotion

The Group provides development opportunities to
its employees through regular performance-based
appraisals, to understand their work performance in
a clear way through feedback from their supervisors
and develop excellent personal growth and ongoing
career developments. According to the promotion
policy, employees are eligible for career advancement
within the Group based on their competencies and
suitability for higher-ranking positions.
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Equal Opportunity

The Group respects the differences in employees.
Fair labor practices are followed within the Group
to eliminate discrimination. Employees are provided
with equal opportunities in respect of recruitment,
employment, training and development, promotion,
compensation and benefits, whether on the basis of
race, religion, nationality, ethnicity, age, gender or
disability. There was no non-compliance relating to
equal opportunity, diversity, and anti-discrimination
during the Reporting Period.

Employee Relations

The Group strives to foster a strong sense of
belonging with employees and ensure that every
voice is heard through transparent communication
channels. Regular meetings are held to collect
employee opinions, suggestions, and complaints
which are handled promptly.
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Turnover

The Group considers offering a more attractive
remuneration package and benefits to retain talent
based on the Group’s business situation. A total of 7
full-time employees have left the Group during the
Reporting Period, representing an annual turnover
rate’ of 8.5%. The employee turnover rate? by
gender, age group and geographical locations are as
follows:

TURNOVER RATE
BERRE

Mainland China o
o B by b
Hong Kon

location

IR E

Geographical

Female
pegis
Male
Esla

Gender
MR

46-55
s6zss 0%
365458 °%
26-35
26%355%
18-25
18ZE255%

10%

Age group

FcAER

0% 5% 10%

The annual turnover rate is calculated by total number of
employees who left the Group in the reporting period/
number of employees as at the end of the reporting
period*100%. Employees who leave the Group within
probationary period are not counted.

Turnover rate refers to total number of employee turnover
in the specific group throughout the reporting period/total
number of employees of the corresponding group as at
the end of the reporting period*100%.
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B2. Employee Health and Safety

The Group is dedicated to creating an accident and
injury-free working environment for its employees.
During the Reporting Period, the Group strictly
complied with all national laws, regulations and
standards in safeguarding workplace health
and safety, including the Law of the PRC on the
Prevention and Treatment of Occupational Diseases,
Production Safety Law of the PRC and Regulation
on Work-Related Injury Insurance. The Group
has maintained its Work Safety Standardization
certification for its manufacturing operation in
Shenzhen since 2016.

The Group has in place various safety rules and
guidelines to address various situations and issues.
All frontline workers are required to strictly follow
the safe working practice code. To further enhance
workplace safety, the Group conducts regular health
and safety audits to identify safety risks and carries
out investigations for hidden hazards.

Apart from providing personal protective
equipment for employees engaging in activities
where occupational hazards can potentially arise,
annual health check-ups are offered to ensure
timely treatment can be given. Safety education
and training programs are also provided for the
employees to increase their awareness and improve
their work safety skills.
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The Group has developed contingency plans and
emergency procedures for foreseeable workplace
emergencies. Emergency evacuation plans are
displayed at conspicuous locations. The Group
organizes fire drills every year to ensure that all
employees are familiar with the evacuation routes in
emergency situations.

In the past 3 years, no fatalities of the Group’s
employees have been recorded. No work injury
case or material non-compliance with relevant laws
and regulations in relation to occupational health
and safety of the Group was recorded during the
Reporting Period.

Occupational Health and Safety Statistics in

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERRE

AEBORAERZ TIESAESEMN
HERSAEIREREF - BREBGT
SRMNBERLE - AEEEFHEH
BOBP R B AR REROAINE
=BT ZBUBEAR

EBEN=EFE  AEEEBWES
BEMETESR - RREHMA - A EE
TEEEREEREMZENTHEIRK
BERERBEERENZZERERES
ENEDIR

RO CHERRFERREER

FY2022 ZEHE

Work related fatality TR 0
Work injury cases >3 days THEER> =K 0
Work injury cases <3 days IBESEH < =X 0
Lost days due to work injury EIEELIER 0 days

0X

Annual Report 2022 &%



B3.

Responses to the Epidemic

A series of anti-epidemic measures have been
put in place to contain the spread of the virus
in the community and protect the wellbeing of
staff. In addition to stepping up the sanitation of
the facilities, the Group has also enforced social
distancing measures in the workplace, conducted
temperature checks for employees, and provided
disinfection supplies such as face masks and hand
sanitizers.

Moreover, the Group has introduced isolation
arrangements for employees with COVID-19
symptoms. In the event of a suspected case of
COVID-19, the Group will arrange enhanced cleaning
and disinfection measures at the relevant area and
report the suspected case to hospitals in accordance
with the reporting criteria and guidelines issued by
the local government. Any infected employee will be
placed in quarantine as soon as is practical, and all
staff are tested for the virus.

Development and Training

Employee development is vital to the sustainable
growth of the Group. The administration department
is responsible for developing annual training
plans pertaining to the various training needs of
employees. Where appropriate, employees are
assessed upon recruitment and reviewed periodically
thereafter for their proficiency in vocational
skills through examinations. Through providing
comprehensive training programs, the Group
ensures that all employees, including R&D personnel,
technicians, or production workers whose experience
and qualifications meet the requirements of relevant
positions.
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B HBREARES

During the Reporting Period, 98% of the Group's
employees received training; the total training
hours and the average training hours per employee
were 843.5 hours and 10.2 hours per employee

respectively.

REREERR - KEEIS%HE B EFIE
A IR E kSR ES FHYEIIE
HH R ATLIRES43.5/NE % 10.2/N

B o

Average

Training training

percentage hours

Gender g el Uy ZIEDE FHZINEH
Male B4 96% 10.59
Female gk 97% 14.01
Average

Training training

percentage hours

Employee grade RETIRAE D Fillaott FEZINRE
Frontline employees AIARE T 97% 11.34
Middle management PAREIEE 90% 18.22
Senior management SRERE 100% 10.75

The Group organized the following internal training
and development seminars during the Reporting

period:
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Anti-Corruption talk (ICAC)

Anti-Corruption talk

Listing Rules and Director’s role training

Occupational Health and Safety Training
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RE - HBRERRE

During the Reporting Period, the Group organized REEA - AEERTREFIHET
training sessions covering a broad range of topics for THTZREIEBHNEIYIER - AEFR
employees from different departments. Some of the BEEERSE BT ¢

events that the Group attended are as follows:

Name of Conference Time Location
= nﬁ%*ﬁi H%:- FEﬁ iﬂl /EE
The 10th Guangxi Association of 24-26 June 2022 Meng Zhi Yuan Hotel

Integrative Medicine (Andrology)
academic conference

FTEEATABRESZS(ER) —ECFRAZTIEA BEMEZIRABE
St Z_+XH

The 15th Annual Conference of the 5-7 August 2022 Xiamen International
Chinese Society of Reproductive Conference &
Medicine (SCRM) Exhibition Center

PEREEETRAAREAIERS —E-_—F)\ARRELH EFiERFEZRESR O
%Th = D?Jz

2022 Lingnan Male Reproductive 12-14 August 2022 Ramada Pearl Hotel
Medicine Symposium Guangzhou

R _FEmSMAEBRENAE —E__F)\HA+=H BN ESEAEE

Z+MH

2022 Male Reproductive Medicine Branch 20-22 August 2022 Exhibition International
of Guangdong Urogenital Association Hotel

T _FEREMREERES S —E__F)N\AZ+HE R e R EREAEE
HAEBRENE —_+=H

The 12th Reproductive Medicine 16-18 September 2022 Sheraton Guangzhou
Academic Conference of GDMA Nansha Hotel

FT_ERRELEEZ2MER —E-__FAA+RH BNELBFERE

Z+/\H B

2022 Hunan Province Medical Society 16-18 September 2022 Chenzhou International
Reproductive Medicine Professional Exhibition Hotel
Committee

" CEHRABRESAEESRERX T _FAATRH RN BE BB
e =+ /\H
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Name of Conference
=

Time
BFfE

Location

HuE

2022 Foshan Maternity and Child Health
Care Hospital Assisted Reproductive
Quality Training Course

—E - _FHRILTENREEB A
B eI

CACLP The 19th international medical
testing and blood transfusion reagents
equipment Conference

FTNERRRREPEEH MESAE
BEE

The Medical Association of Foshan City
Andrology Branch

BLTERESNEHE

Labor Standards

24-26 September 2022

“E-FAA-FTHHEHZE
i A =

26-28 October 2022

—E-_Ft+HZ+RHE
—+N\H

26-27 November 2022

—E-—F+—HA=+NBZE

—++tH

B4. % T ¥ER|

InterContinental Foshan
Dongping

B8 LT #TARAR M B
B

NanChang Greenland
International Expo
Center

A 2 4RI BIFR B B 10

Hampton by Hilton
Shenzhen Dameisha
RINAR D E AR R E

BIE

The Group adheres to a strict philosophy of a society
free of child labor and forced labor. There was no
child labor nor forced labor employed in the Group;
no cases of non-compliance of relevant laws and
regulations in relation to labor standards were
recorded during the Reporting Period.

The Group complies with the Labor Law of the PRC,
Provisions on the Prohibition of Using Child Labor
and internal recruitment guidelines which prohibits
the employment of workers under the age of 16
in operations. The human resources department
verifies candidates’ valid identity documentation,
age, and working permit to prevent child labor,
forced labor and other forms of unlawful labor. As
such, employees hired by the Group are deemed to
meet the relevant legal requirements. Consequences
of breaching the conditions include immediate
termination of contract.
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The Group ensures reasonable working hours
and paid holidays in accordance with all national
employment laws and requirements. The working
hours of the employees are enforced in accordance
with the requirements of relevant local laws and
regulations; thus, no forced labor is allowed. The
Group encourages the employees to complete their
daily work within the specified working hours.
When overtime work by special arrangement is
unavoidable, employees are eligible for overtime pay
based on the agreed hourly wage.

Operating Practices
Supply Chain Management

The Group engaged 58 suppliers during the
Reporting Period. All of them were in the PRC
primarily providing raw and auxiliary materials for the
manufacturing of IVD reagents. The Group adopts an
integrated approach in screening and evaluating all
potential and existing suppliers. In selecting suppliers,
the Group assesses suppliers against agreed criteria
including production capability, environmental and
social considerations, product efficacy and quality
management systems. The performance of all
qualified suppliers is regularly monitored through the
submission of testing reports and documentation to
demonstrate consistent conformance to all applicable
statutory and regulatory requirements.

All suppliers are evaluated according to not
only conformance to all applicable statutory
and regulatory requirements, but also on their
environmental credentials. If a supplier is deemed
to be in non-performance of its social and
environmental obligations, it will be asked to rectify
the failure as soon as is practical. If non-conformance
continues, the supplier will be removed from the
supply chain.
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B6.

On-site assessments, when needed, are conducted
to ensure that the facility, systems, and products
provided by the suppliers are compliant with the
Group's stringent requirements on quality, workplace
safety and hygiene. If a significant non-conformance
is proved, the Group may consider disqualifying
or terminating the partnership with the concerned
supplier.

Product and Service Responsibility
Quality Assurance

The Group is committed to delivering safe, effective,
and reliable IVD reagent products that have attained
the highest quality standards. Aligning with the
Group’s corporate quality values, the Group has
obtained the ISO 13485:2003 certification for
medical device manufacturing and implemented a
quality management system according to the current
good manufacturing practices (the “cGMP"). During
the Reporting Period, the Group strictly complied
with all relevant laws and standards established
by the China Food and Drug Administration (the
“CFDA") in the manufacturing of IVD reagents and
kits, which included:

e YY/T 0287-2017 standard (i.e., Medical Devices
— Quality Management Systems — Requirements
for Regulatory Purposes);

e Good Manufacturing Practice for Medical
Devices — Appendix on In-Vitro Diagnostic
Reagents;

e Good Manufacturing Practice for Medical
Devices — Guidelines for Onsite Inspection of In-

Vitro Diagnostic Reagents;

e Regulations on Supervision and Administration
of Medical Devices;

e  Contract Law of the PRC; and

e  Product Quality Law of the PRC.
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The Group’s quality manual outlines the
organizational roles, authorities, as well as
responsibilities for the accountable quality
management across the Group. Specific production
activities are required to be performed in the
designated Class 10,000 and 100,000 cleanrooms
in compliance with the ISO 14644-1 Cleanroom
standard. Moreover, air-sensitive reagent products
are stored under controlled conditions, i.e., at a
consistent temperature within the range of 2°C-8°C.

Customer Services and Product Recall

The Group values the importance of customer loyalty
and is committed to building and maintaining a
stable and long-term relationship with its customers.
The Group cares about customer satisfaction
throughout the entire business process from product
sales to after-sales service. Customer satisfaction
surveys help the Group gain valuable insight into its
performance and identify improvements, thereby
continuously improving the Group’s product and
service quality as well as enhancing customer
experience. Apart from conducting customer reviews,
the Group also constantly explores ways to improve
its products through research and development.

The Group has developed effective mechanisms
and handling procedures for dealing with customer
complaints and product recalls. Any complaints
received will be formally investigated and any
necessary follow-up actions are taken in timely
manner. The Group carries out investigation and
identifies corrective and preventive actions for
each complaint to prevent recurrence. During the
Reporting Period, the Group received no complaints
related to products and services provided, all the
enquiries had been resolved to the customers’
satisfaction. No material non-compliance with
relevant laws and regulations in relation to customer
services of the Group was identified during the
Reporting Period.
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The Group’s product recall procedure is formulated
in accordance with the Administrative Measures
for Medical Device Recalls established by CFDA.
The quality control department undertakes quality
inspections at different stages of the production
process. In the event of detecting defective products,
the Group will suspend the sale of the concerned
products and notify related customers immediately
for product recall and replacement. There was no
product recalled due to safety and health reasons
and no material non-compliance with laws and
regulations that have a significant impact on the
Group in relation to product health and safety
recorded during the Reporting Period.

Data Protection and Privacy

The Group pays special attention to confidentiality
and privacy issue of the Group and third parties. The
confidentiality policy stipulates that all employees are
prohibited from disclosing confidential information
(e.g., trade secrets, proprietary information,
customers data, etc.) to anyone outside of the Group
to others and use them for personal benefit or profit.
In addition, the Group restricts access to confidential
information and trade secrets, except to authorized
persons permitted by the Group. No major incidents
that impacted the Group’s operations or infringed
upon client privacy occurred during the Reporting
Period.
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Intellectual Property

The Group understands the importance of originality
and appreciates the hard work of the R&D team. The
Group’s Intellectual Property (the “IP”) Rights Policy
aims to protect IP owned by the Group and third
parties in pursuant to the Trademark Law of the PRC
and Patent Law of the PRC.

Furthermore, financial incentives are offered to
motivate the Group’s employees to invent new
products as well as innovative patent projects.
The Group also closely monitors the infringement
actions in the market and actively combats any
infringements. Any unauthorized use of IP rights may
give rise to legal liability. No major incidents relating
to infringement of IP rights occurred during the
Reporting Period.

Having the IP management system in place,
the Group has accelerated the application and
maintenance of patents for its own production
design and technology, ensuring the value of
intellectual property are well respected and
recognized within the Group. As of 31 December
2022, the Group had obtained a total of 19 issued
patents for its inventions.

Anti-corruption

The Group has zero tolerance for bribery and
corruption. The Group’s ethical standards are
clearly set out in the code of conduct and ethics
and Employee Manual, which requires all business
activities to be operated with the highest level of
integrity. The Anti-corruption Policy strictly prohibits
any corrupt acts, practices, and activities within the
Group. The Group strictly controls gifts, meals, and
entertainment that could give the mere appearance
of impropriety. Employees are encouraged to report
any instance or suspected instance of bribery or
corruption related to the Group directly to the
Group.
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All staff are encouraged to keep up to date with the
latest anti-corruption guidelines by reading the PRC
Criminal Law and the PRC Anti-unfair Competition
Act, applying to official bribery and commercial
bribery.

During the Reporting Period, the Group was in full
compliance with all relevant laws and regulations,
including the Criminal Law of the PRC, Anti-unfair
Competition Law of the PRC, Anti-money Laundering
Law of the PRC and Interim Provisions on Banning
Commercial Bribery, the Group's directors and senior
employees have undergone anti-corruption training
to strengthen the Group’s corporate governance.
There was no concluded legal case regarding corrupt
practices brought against the Group or its employees
during the Reporting Period.

Whistle-blowing Policy

A whistle-blowing system is established for
employees and other relevant parties to report any
suspected misconducts, malpractices, and unlawful
or unethical behaviors within the workplace.
Whistle-blowers can make confidential reports to
the management of the Group, and are reassured to
be protected against unfair dismissal, victimization,
and unwarranted disciplinary action. Every reported
case will be followed through in accordance with the
Whistleblowing Policy and related procedures.
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B8. Community Investment

The Group is committed to supporting the public by
means of social participation and contribution as part
of its strategic development. To nurture corporate
culture and strengthen practices of corporate
citizenship, the Group embraces human capital
into the social management strategies to sustain
its corporate social responsibility and support the
Group's strategic development. The Group maintains
communications with stakeholders from time to
time to understand the needs of the communities
where the Group operates in and to ensure the
communities’ interests are taken into consideration.
The Group also encourages its employees to take
part in various community events to strengthen
team spirit while caring for vulnerable populations.
In the future, the Group will continue to discharge
its corporate social responsibility to care for the
community and build a harmonious society.

Nutronic teams participated in events organized by
the Rotary Club of Peninsula East entitled “Everyone
loves health” on 5 September 2022 and “Improving
the health of under privileged women and their
babies” on 8 October 2022, donated 360 boxes
amounted to approximately HK$150,000 of Nutronic
All-in-One Pro supplements to a group of under-
privileged women and their babies to promote their
health under the Epidemic and conducted a seminar
focusing on how health products can benefit under
privileged woman in Hong Kong and their children.

BS. HEBKRE

FREBRERN—ED - AREES
SEMHERPLREMLE  EQAR -
REBEEXERIACENREE -
AEBNHEEERBETFRAANER
NARGEHEEE  UHAEEE
BEEE R - NEBE AR EEFDEREB
B AR E S E AR
2 - WHERE BRI R o AEBIR
SEIEE2EZALRSETES - AR
FrEB G - BEBNBERE - KEAK
BREERTELRUSREE  BEML
- HEMEETE o

NutronicEl X 2 E ¥ B R KA T
TZFENARRRBENBEIAAER
EIME-_T-—_F+ANBHXEH
D R HBREREIMNES - [ —F#
BEELLAEBERBR3602EELD
150,000 JTLHINutronic2 2 HifR & &
ERIERAMEEMMPITRIE THRER
BOEENREEMIAEREEEHRS
FUREFLZHOWTE o

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

87



88

REPORT OF THE DIRECTORS

EEEWRE

The Directors are pleased to present their annual
report together with the audited consolidated financial
statements of the Group for the year ended 31 December
2022.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands
under the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised), of the Cayman Islands as an
exempted company with limited liability on 3 August
2017.

The principal activity of the Company is an investment
holding company. Details of the principal activities and
other particulars of the principal subsidiaries of the
Company are set out in note 33 in the Notes to the
consolidated financial statements.

The Group is principally engaged in research and
development, manufacture, marketing and sales of
IVD reagents and auxiliary reproductive supplies and
equipment in the PRC. There were no significant changes
to the Group's principal activities during the current year.

BUSINESS REVIEW AND FUTURE PROSPECTS

A discussion and analysis of the activities of the Company
as required by Schedule 5 to the Hong Kong Companies
Ordinance, including an analysis of the Group’s financial
performance, an indication of likely future developments
in the Group’s business and Group’s key relationship with
its stakeholders who have a significant impact on the
Group and on which the Group’s success depends, is set
out in the sections headed “Chairman’s Statement” on
pages 4 to 5 and “Management Discussion and Analysis”
on pages 6 to 19 of this Report. The above form part of
this directors’ report.
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PRINCIPAL RISK AND UNCERTAINTIES

Details of the principal risks and uncertainties of the
Group are set out in notes 2 and 30 in the Notes to the
consolidated financial statements and in the section
headed “Management Discussion and Analysis” of this
Report on page 6 to 19.

Investors are advised to make their own judgement or
consult their own investment advisors before making any
investment in the Shares.

USE OF PROCEEDS

Details of the intended uses and utilised amount are set
out on page 15 to 17 of this Report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

Details of the Environmental, Social and Governance
Report for the year ended 31 December 2022 are set out
on page 51 to 87 of this Report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group has adopted risk management and internal
control policies to monitor the on-going compliance
with the relevant laws and regulations. To the best
of the Directors’ knowledge, information and belief,
having made all reasonable enquiries, our Group has
complied in material respects with the relevant laws and
regulations that have a significant impact on the business
and operation of our Group during the year ended 31
December 2022.
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FINANCIAL RESULTS

The results of the Group for the year ended 31 December
2022 are set out in the consolidated statement of profit
or loss and other comprehensive income on page 119 of
this Report.

FINAL DIVIDEND

The Directors does not recommend the payment of any
final dividend for the year ended 31 December 2022
(2021: Nil).

There is no arrangement that a shareholder of the
Company has waived or agreed to waive any dividends.

CHARITABLE DONATIONS

There were no charitable donations made by the Group
during the year ended 31 December 2022 (2021 Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment
during the year are set out in note 12 in the Notes to the
consolidated financial statements.

SHARE CAPITAL

Details of the movement in share capital of the Company
are set out in note 28 in the Notes to the consolidated
financial statements.

RESERVES

Details of movement in the reserves of the Group and of
the Company during the year ended 31 December 2022
are set out in the consolidated statement of changes in
equity on page 122 and note 34(b) in the Notes to the
consolidated financial statements respectively.
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DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman Islands, the
Company may pay dividends out of the profit or the
share premium account in accordance with the provisions
of Articles of Association, provided that immediately
following the date on which the dividend is proposed
to be distributed, the Company remains able to pay the
debts as and when they fall due in the ordinary course
of business. As at 31 December 2022, the Company's
reserves available for distribution to shareholders
comprising share premium and accumulated losses of the
Group, amounted to approximately RMB46.3 million.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of
the Group for the most recent five years is set out in the
section headed “Financial Summary” on page 236 of this
Report.

DIRECTORS

The Directors during the year ended 31 December 2022
and up to the date of this Report were as follows:

Executive Directors

Mr. Zhang Shuguang (Chairman)

Mr. Zhang Chunguang (Chief Executive Officer)
Mr. Poon Lai Yin Michael (Chief Financial Officer)
Mr. He Jiaming (Business Development Director)

Independent Non-executive Directors

Dr. Chow Kwok Fai Joseph
Dr. Cheng Faat Ting Gary
Mr. Chan Kin Sang
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Pursuant to the Articles of Association, at each general
meeting, one-third of the Directors for the time being
shall retire from office by rotation provided that every
Director shall be subject to retirement at an annual
general meeting at least once every three years. Such
retiring Directors may, being eligible, offer themselves for
re-election at the annual general meeting. All Directors
appointed by the Board to fill a casual vacancy shall hold
office until the first general meeting of shareholders after
their appointment and be subject to re-election at such
meeting and all Directors appointed by the Board as an
addition to the existing Board shall hold office only until
the next following annual general meeting and shall then
be eligible for re-election.

Accordingly, all the current Directors will retire at the
forthcoming AGM where they will offer themselves for
re-election.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent
non-executive Directors an annual confirmation of
independence pursuant to Rule 5.09 of the GEM Listing
Rules and considers all the independent non-executive
Directors to be independent.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior
management are disclosed in the section headed
“Biographies of Directors and Senior Management” on
pages 20 to 26 of this Report.

MANAGEMENT CONTRACTS

No contract, other than the service contracts, concerning
management and administration of the whole or any
substantial part of the Group’s businesses was entered
into or existed during the year ended 31 December 2022.
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DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Zhang Shuguang, Mr. Zhang Chunguang
and Mr. Poon Lai Yin Michael has entered into a service
contract with the Company commencing from the Listing
Date, which has no fixed term and can be terminated by
either party giving not less than three months’ notice in
writing to the other party. Mr. He Jiaming has entered
into a service contract with the Company for an initial
fixed term of three years commencing from the date of
appointment and will continue thereafter until terminated
by either party giving not less than three months’ notice.
Each of the independent non-executive Directors has
entered into an appointment letter with our Company
for an initial term of three years commencing from their
respective appointment dates and will continue thereafter
until terminated by either party giving not less than one
month’s written notice to the other party.

As at 31 December 2022, no Director proposed for
re-election at the forthcoming AGM has entered
into a service contract with the Company, which is
not determinable by the Company within one year
without payment of compensation, other than statutory
compensation.

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS’ INTEREST IN CONTRACTS

Save as disclosed in note 32 in the Notes to the
consolidated financial statements, no contract of
significance for the provision of services to the Company
or any of its subsidiaries by controlling shareholders of
the Company or any of its subsidiaries, no transactions,
arrangements and contracts of significance in relation
to the Group’s business to which the Company, or any
of its holding companies or subsidiaries was a party and
in which a Director, Controlling Shareholders of the
Company and their respective connected parties had a
material interest, whether directly or indirectly, subsisted
at any time during the year ended 31 December 2022.

REPORT OF THE DIRECTORS
EEEHRE

EZRBEN

SREBJLISTA C REANELECERESE
BEHEARAFIREEH - B L™ H LR
10 WEBETEHR WA HEA—HRS—
HELATPR=_EANE@AMEL - {5
LD EBARREUREEL  BZER
HER - VB EHR=F - Bimigf
—HEEEEERA-TBEOAPR=ZEAD
BRI - BWUIFRTEFD BARR]F
VEREE  AfISENZERMENS S
H=%F HHEE - BtEaEEET—7n
H—HBELT IR —EANEE@MLL -

R-ZE-—F+-_A=+—8  RERKE
RERE FREFENESWEERQRG]
SARBPAR—FRESTHRECETE
ERRIN 2 IER TR IEZ IRFBEE L ©

ESRERBRRREQONER

BRERE B IR/ M FE 2 MY sE32FT IR & S
REE -+ -A=1+—HBItFERK
EAIERE - AA RS HEE TR A B M &
N EVEEEE S B RT N AN B2 AR IR 3R sk E AT AR
M@ AR MANA ml s H AR B A AR AR
BHWERGHNNERNEEEBEH - AR
BES  EREREEEESEEEATRE
FEENEEREEEAERZNEARS &
EREH -

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

93



94

REPORT OF THE DIRECTORS
EEEHRE

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

OF THE COMPANY OR ANY ASSOCIATED
CORPORATION

As at 31 December 2022, the interests and short positions
of the Directors and chief executive of the Company in
the Shares, underlying Shares and debentures of the
Company or any of the associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFO")) which, once the Shares are listed on GEM of the
Stock Exchange, will have to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including any interest or short
positions which they are taken or deemed to have under
such provision of the SFO) or will be required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein, or will be required, pursuant to the
Rules 5.46 to 5.67 of the GEM Listing Rules relating to
securities transactions by the Directors, to be notified to
the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by directors of
listed issuers, will be as follows:

Long Positions in the Shares

Ordinary shares of HK$0.01 each of the Company

EERRSITHRAEBRAQNAREEEH
EEZRAAD - HERDRERENES
599

R-EBE-_—F+-_F=1+—H EFRARQ
AlEm T A B RS B AR = E
(EERBBAPIFESNEEZLE LIS IEH
([FHREBEBRH]) EXVED) B, - 18
R REEES - B (—BRHOREFT
GEM L8 ) BB B 7% H R A E & HI EXVED
F7 8D EAE AN T R B R P ek s Bk
B(REREEFESFNPEKRIBEEKXES
WEESIWESEBEENTMAERIAR)
FARBE S LB RGIF 352G EE LR %
fRFTIE SR MR X E - iRIBEA
AEFHETESFRIHGEM EMRAIZES.46
E567K EMBITAESETESFRSHIZZE
AESFRIZBRG AR B R R TS KA R
Ul

RBRO2HFR
AAFEFREEOINBETZEER

Number of Number of

Name of Directors/ Capacity/ ordinary shares  share options Total  Percentage of
Chief Executive Nature of Interest held® held® interest  shareholding?

Firf Firf ki
EZ/BRTRABHE 5/ BRME EEREAY  BREHEY st BAk?
Mr. Zhang Shuguang Interests of controlled corporation 239,456,000 4,000,000 243,456,000 58.7%

and concert party”

REXEE XEEEERR-BTPALE
Mr. Zhang Chunguang Beneficial owner - 4,000,000 4,000,000 1.0%
REXEE EnfEBA
Mr. Poon Lai Yin Michael Beneficial owner - 4,000,000 4,000,000 1.0%
ARELE ERERA
Mr. He Jiaming Beneficial owner - 4,000,000 4,000,000 1.0%
e ERERA
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Notes:

(M

)

3)

All interest stated are long positions.

The calculation is based on the total number of
414,472,000 Shares in issue as at 31 December 2022.

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 239,456,000 Shares and 4,000,000
share options are deemed to be interested by them in
aggregate under the SFO, consist of (i) 144,032,000
Shares held by Crystal Grant Limited (“Crystal Grant”), a
company wholly owned by Mr. Zhang Shuguang, in which
Mr. Zhang Shuguang is deemed to be interested under
the SFO; and (ii) 95,424,000 Shares held by Ever Charming
Inc. (“Ever Charming”), a company wholly owned by
Mr. Chang Yim Yang, in which Mr. Zhang Shuguang is
deemed to be interested as a result of being a party acting
in concert with Mr. Chang Yim Yang; and (iii) 4,000,000
share options granted to Mr. Zhang Shuguang on 9 April
2020.

Details of the underlying Shares of the Company held
by the Director/chief executives are set out in the section
headed “Share Option Scheme”.
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Long Position in the Ordinary Shares of Associated
Corporations

Name of Directors/ Name of Associated Capacity/

REEEEEERZHR

Number of ordinary ~ Percentage of

Chief Executive Corporation Nature of Interest shares held®°® shareholding

ES BRTBRABHE HBEEER 5%,/ EsitE FrEEaREeE BREBDL

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

RENEE Crystal Grant ExBEBA 1008 &% 1.00%€ T2 100%
win

Note: Hist -

All interest stated are long positions.

Save as disclosed above, as at 31 December 2022, none
of the Directors and the chief executive of the Company
had any interests or short positions in the Shares,
underlying Shares or debentures of the Company or any
of its associated corporations (within the meaning of
Part XV of the SFO) which would have to be notified to
the Company and the Stock Exchange under Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which he is taken or deemed to have under
such provision of the SFO) or which would be required,
pursuant to Section 352 of the SFO, to be entered in the
register referred to therein, or which would be required
pursuant to Part XV of the SFO or Rules 5.46 to 5.67 of
the GEM Listing Rules to be notified to the Company and
the Stock Exchange.
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Substantial Shareholders’ and Others Persons’
Interests and Short Positions in Shares and
Underlying Shares

As at 31 December 2022, 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 the Shares or underlying Shares which fell to
be disclosed to the Company and the Stock Exchange
under Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO:

FERRREMATRRD RAEERG &
BmRIAR

R-ZBE-_—_F+-_A=+—H BEEFH
A TRNALBEIFEEENIERARBRSTT
BAB)REOXEERDFPHEEREES
NEAEIEHIEXVELE2 R EID A RA R
B MBI ER - SREERR AR RIIRIERE 5
MERE GBI E336IEATE 2 S AR
WmERE

Numberof ~ Number of Percentage
Capacity/ ordinary share Total of
Name of Shareholders Nature of Interest shares held® options held“ interest  shareholding
Firi% Firi% ki
RRES,/ 28 51/ ERtE EERMEY BREHAY  EREs AL
Crystal Grant Beneficial owner and 239,456,000 4,000,000 243,456,000 58.7%
concert party™”
Crystal Grant ERBBAR-BITBALY
Ever Charming Beneficial owner and 239,456,000 4,000,000 243,456,000 58.7%
concert party™”
Fver Charming ERBBAR-BITBALY
Mr. Chang Yim Yang Interests of controlled corporation” 239,456,000 4,000,000 243,456,000 58.7%
REGLE REEEER

EREMBEER

BBR A Al Huakang Biomedical Holdings Company Limited

97



98

REPORT OF THE DIRECTORS
EEEHRE

Notes:

M

@)

3)

All interests stated are long positions.

The calculation is based on the total number of
414,472,000 Shares in issue as at 31 December 2022.

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 239,456,000 Shares
and 4,000,000 share options are deemed to be interested
by them in aggregate under the SFO, consist of (i)
144,032,000 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.

Details of the underlying shares of the Company held
by the substantial shareholder are set out in the section
headed “Share Option Scheme”.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this Report, at no time
during the year ended 31 December 2022 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).

PERMITTED INDEMNITY PROVISION

The Articles of Association provide that Directors shall
be entitled to be indemnified out of the assets of the
Company against all losses or liabilities incurred or
sustained in defending any proceedings, whether civil
or criminal, in which judgement is given in his favour, or
in which he is acquitted. The Company has maintained
liability insurance to provide appropriate cover for the
Directors during the year ended 31 December 2022.

COMPETING INTEREST

The Directors confirm that none of the controlling
shareholders or the Directors and their respective
close associates (as defined in the GEM Listing Rules)
is interested in any business apart from the business
operated by our Group which competes or is like to
compete, directly or indirectly, with our Group's business
during the year ended 31 December 2022 and up to the
date of this Report.
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DEED OF NON-COMPETITION

On 27 November 2018, the Company entered into the
Deed of Non-competition with each of the Controlling
Shareholders of the Company. Pursuant to the Deed of
Non-competition, each of the Controlling Shareholders
have undertaken, jointly and severally, to the Company
that they would not, and would procure their respective
close associates (as defined in the GEM Listing Rules) and/
or companies controlled by the respective Controlling
Shareholders not to, directly or indirectly, either on their
own account or in conjunction with or on behalf of any
person, firm or company, among other things, carry on,
participate or be interested or engaged in or acquire or
hold (in each case whether as a shareholder, partner,
agent or otherwise) any business or activity which is or
may be in competition with the business of the Group.
Details of the Deed of Non-competition are disclosed in
the section headed “Relationship with our Controlling
Shareholders” of the Prospectus. The Company has
received an annual declaration in writing from each
of the Controlling Shareholders confirming that he/it
had complied with the non-competition undertakings
provided to the Company under the Deed of Non-
competition. The independent non-executive Directors
have reviewed the status of compliance and enforcement
of the Deed of Non-competition and confirmed that all
the undertakings thereunder have been complied with
since the date of the execution of the same and up to 31
December 2022.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group
for the year ended 31 December 2022 are set out
in note 32 in the Notes to the consolidated financial
statements. Save as mentioned in the section “Connected
Transactions” below, other related party transactions did
not constitute connected transactions and continuing
connected transactions under Chapter 20 of the GEM
Listing Rules. The Company has complied with the
disclosure requirements in accordance with Chapter 20 of
the GEM Listing Rules.

CONNECTED TRANSACTIONS

Shenzhen Huakang (as tenant) and Shenzhen Junxuan
Biological Technology Co., Ltd.* (“Shenzhen Junxuan”)
(as landlord) entered into tenancy agreements, pursuant
to which Shenzhen Junxuan agrees to rent out Junxuan
Property to Shenzhen Huakang for a term of three
years ending on 13 September 2023 (the “Tenancy
Agreement(s)” ).

Pursuant to HKFRS 16 “Leases”, the Company shall
recognise the premises leased under Tenancy Agreement
as a right-of-use asset in the consolidated financial
statements of the Group. The entering into of the Tenancy
Agreement is regarded as an acquisition of asset under
the definition of transaction as set out in Rule 19.04(1)(a)
of the GEM Listing Rules. The aggregated value of the
right-of-use asset initially recognised under the Tenancy
Agreement was approximately RMB2,036,000.

Note:

Mr. Zhang Shuguang, our Controlling Shareholder, executive
Director and chairman of our Board, holds the entire equity
interest in Shenzhen Junxuan. Therefore, Shenzhen Junxuan is
an associate of Mr. Zhang Shuguang pursuant to Rule 20.10(1)(c)
of the GEM Listing Rules, and thus it is a connected person of
our Company under the GEM Listing Rules. The transaction
under the Tenancy Agreements (as defined above) constitutes a
connected transaction of our Company under the GEM Listing
Rules.

*  English translation is for identification purpose only
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Pursuant to Chapter 20 of the GEM Listing Rules, a
transaction was entered into by the Group with the
connected person (as defined in Chapter 20 of the GEM
Listing Rules) which constituted a connected transaction
during the year ended 31 December 2022. The relevant
applicable ratios (other than the profit ratios) under
Chapter 20 of the GEM Listing Rules were less than 5.0%
and the total consideration was less than HK$3.0 million,
and therefore pursuant to Rule 20.74 of the GEM Listing
Rules, the connected transaction contemplated herein
was fully exempt from the reporting, announcement,
annual review and independent shareholders’ approval
requirements under Chapter 20 of the GEM Listing Rules.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group maintains a good relationship with its
employees, and certain policies have been implemented to
ensure that its employees are provided with competitive
remuneration, good welfare benefits and continuous
professional training. The Group also maintains good
relationships with its customers and suppliers, without
whom success in the Group’s production and operation
would be at risk.

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 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.
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Eligible participants of the Share Option Scheme include:
(a) any employee or proposed employee (whether full-
time or part-time and including any executive Director),
consultants or advisers of or to the Company, any of its
subsidiaries or any entity in which the Group an equity
interest (“Invested Entity”); (b) any non-executive
Directors (including independent non-executive Directors)
of the Company, any of its subsidiaries or any Invested
Entity; (c) any supplier of goods or services to any member
of the Group or any Invested Entity; (d) any customer
of the Group or any Invested Entity; (e) any person or
entity that provides research, development or other
technological support to the Group or any Invested Entity;
and (f) any shareholder of any member of the Group or
any Invested Entity or any holder of any securities issued
by any member of the Group or any Invested Entity, and
any company wholly owned by one or more persons
belonging to any of the above classes.

Subject to the earlier termination of the Share Option
Scheme in accordance with the rules thereof, the Share
Option Scheme shall remain in force for a period of ten
years commencing from the date of adoption.

The maximum number of shares issuable upon the exercise
of options granted under the Share Option Scheme and
any other share option scheme adopted by the Group
(including both exercised or outstanding options) to each
grantee within any 12-month period, is limited to 1% of
the shares of the Company in issue at any time.

Share options granted to a Director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by the
independent non-executive Directors of the Company.
In addition, any share options granted to a substantial
shareholder or an independent non-executive Director
of the Company, or to any of their associates, in excess
of 0.1% of the shares of the Company in issue at any
time and with an aggregate value (based on the closing
price of the Company’s shares at the date of the grant) in
excess of HK$5 million, within any 12-month period, are
subject to shareholders’ approval in advance in a general
meeting.
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The total number of shares which may be issued upon
the exercise of all options (excluding for this purpose
options which have lapsed) which have been or may be
granted under the Share Option Scheme and any share
option scheme of the Group must not in aggregate
exceed 40,000,000 shares, representing 10% of the
shares of the Company in issue as at the date of approval
of the Share Option Scheme and as at the end of
Reporting Period and the date of approval of this Report.
The maximum number of shares to be issued upon the
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
share option scheme of the Group must not in aggregate
exceed 30% of the shares of the Company in issue from
time to time.

The offer of a grant of share options may be accepted
within 30 days from the date of offer, upon payment
of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options
granted is determinable by the Directors, which period
may commence from the date of the offer of the share
options, and ends on a date which is not later than ten
years from the date of grant of the share options subject
to the provisions for early termination thereof.

The exercise price of the share options is determinable
by the Directors, but shall not be less than the highest of
(i) the closing price of the Company’s shares as quoted
on the Stock Exchange’s daily quotations sheet on the
date of the offer; (ii) the average closing price of the
Company’s shares as quoted on the Stock Exchange’s
daily quotations sheet for the five business days
immediately preceding the date of offer; and (iii) the
nominal value of a share.

As at 31 December 2022, the Company had 23,504,000
(2021: 23,504,000) share options outstanding under the
Share Option Scheme. Please refer to paragraph headed
“Share Option Scheme” in the section “Management
Discussion and Analysis” for further details.
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EMOLUMENTS OF THE DIRECTORS AND THE
FIVE HIGHEST PAID INDIVIDUALS

Detail of the emoluments of the Directors and the five
highest paid individuals of our Group are set out in note
8 in the Notes to the consolidated financial statements in
this Report.

There was no arrangement under which a Director has
waived or agreed to waive any emoluments for the year
ended 31 December 2022.

Save for Directors’ fees, none of the independent non-
executive Directors is expected to receive any other
remuneration for holding their office as an independent
non-executive Director.

EMOLUMENT POLICY

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 31 December 2022,
the Group has 83 full-time employees (2021 83) located
in Hong Kong and the PRC for operation. Detail of the
staff costs, including Directors’ remuneration, incurred
by the Group are set out in note 7 in the Notes to the
consolidated financial statements in this Report.

The Remuneration Committee will review and determine
the remuneration and compensation packages of the
Directors’ regarding their responsibilities, workload, time
devoted to our Group and the performance of our Group.
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MAJOR CUSTOMERS AND SUPPLIERS

The Group's largest customer contributed approximately
8.0% (2021: approximately 10.3%) of the total revenue
for the year while the Group's five largest customers
accounted for approximately 25.1% (2021: approximately
28.8%) of the total revenue for the year. The Group's
largest supplier contributed approximately 15.2% (2021:
approximately 12.5%) of the total purchase for the year
while the Group's five largest suppliers accounted for
approximately 49.6% (2021: approximately 52.0%) of
the total purchase for the year.

At no time during the year ended 31 December 2022
have the Directors, any of their associates or any
Shareholder (which to the knowledge of the Directors
owns more than 5% of the number of issued Shares)
had any beneficial interest in any of the above major
customers and suppliers during the year ended 31
December 2022.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements that will or may result in
the Company issuing Shares or that require the Company
to enter into any agreements that will or may result
in the Company issuing Shares were entered into by
the Company, or subsisting during the year ended 31
December 2022.

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 year 31 December 2022.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the
Company’s Articles of Association or the laws of Cayman
Islands which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and to the best knowledge of the Directors,
the Directors confirm that the Company complies with
the minimum of public float of 25% under the GEM
Listing Rules since the Listing Date and up to the latest
practicable date prior to the issue of this Report.

CORPORATE GOVERNANCE PRACTICES

The Company is firmly committed to maintaining and
ensuring a high level of corporate governance standards
and will review and improve the corporate governance
practices and standards constantly. Details of the principal
corporate governance practices adopted by the Company
are set out in the section headed “Corporate Governance
Report” on pages 27 to 50 of this Report.

TAX RELIEF

The Company is not aware of any relief on taxation
available to the shareholders by reason of their holdings
of the Shares. If the shareholders are unsure about the
taxation implications of purchasing, holding, disposing
of, dealing in or exercising of any rights in relation to
the Shares, they are advised to consult their professional
advisers.

MATERIAL LEGAL PROCEEDINGS

As at 31 December 2022, the Company was not involved
in any material litigation or arbitration and no material
litigation or arbitration were pending or threatened or
made against the Company so far as the Company is
aware.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in elsewhere, the Board is not aware
of any material event requiring disclosure, that has taken
place subsequent to 31 December 2022 and up to the
date of this Report.
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ANNUAL GENERAL MEETING

The notice of the forthcoming annual general meeting
of the Company will be published and dispatched to
shareholders in the manner specified in the GEM Listing
Rules in due course.

REVIEW BY AUDIT COMMITTEE

The Board has established the Audit Committee with its
terms of reference in compliance with Rules 5.28 to 5.33
of the GEM Listing Rules and code provisions D.3.3 and
D.3.7 of the CG Code. The Audit Committee consists of
three independent non-executive Directors, namely Dr.
Cheng Faat Ting Gary (Chairman), Dr. Chow Kwok Fai
Joseph 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 Audit Committee has reviewed the audited
consolidated financial statements and is of the opinion
that the preparation of such statements complied with
the applicable accounting standards, the requirements
under the GEM Listing Rules and other applicable legal
requirements, and that adequate disclosures have been
made.
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AUDITOR

The consolidated financial statements for the year ended
31 December 2022 have been audited by Mazars,
who shall retire and, being eligible, offers itself for
re-appointment at the forthcoming AGM. A resolution
for re-appointment of Mazars as auditor of the Company
will be proposed at the forthcoming AGM. There has
been no change in auditors of the Company in any of the
preceding 3 years.

FORWARD LOOKING STATEMENTS

This Report contains forward looking statements with
respect to the financial conditions, results of operations
and business of the Group. These forward looking
statements represent the Company’s expectations or
beliefs concerning future events and involve known and
unknown risks and uncertainty that could cause actual
results, performance or events to differ materially from
those expressed or implied in such statements.

On behalf of the Board

Zhang Shuguang
Chairman and Executive Director

Hong Kong, 24 March 2023
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INDEPENDENT AUDITOR’S REPORT

B 2R BET R E

mazars
h #H & K

To the members of
Huakang Biomedical Holdings Company Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Huakang Biomedical Holdings Company Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 119 to 235,
which comprise the consolidated statement of financial
position as at 31 December 2022, and the consolidated
statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements
give a true and fair view of the financial position of the
Group as at 31 December 2022, and of its financial
performance and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA") and have
been properly prepared in compliance with disclosure
requirements of the Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA.
Our responsibilities under those standards are further
described in the “Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements” section of our
report. We are independent of the Group in accordance
with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgement, were of most significance in
our audit of the consolidated financial statements for
the current period. These matters were addressed in
the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed the key audit matter

Impairment assessment of trade receivables

As at 31 December 2022, the Group’s net
trade receivables amounted to approximately
RMB9,470,000 and out of these trade
receivables of approximately RMB8,277,000
were past due. The Group recorded net
impairment losses on trade receivables of
approximately RMB373,000 debited to profit
or loss for the year ended 31 December 2022
and the Group's lifetime expected credit
losses (“ECL"”) on trade receivables as at 31
December 2022 amounted to approximately
RMB4,371,000.

The management of the Group estimates the
amount of lifetime ECL of trade receivables
based on provision matrix through grouping of
various debtors that have similar loss patterns,
after considering internal credit assessment of
trade debtors and past due status of respective
trade receivables. Estimated loss rates are based
on historical observed default rates over the
expected life of the debtors and are adjusted for
forward-looking information.

In addition, trade receivables that are credit-
impaired are assessed for ECL individually. The
loss allowance amount of the credit impaired
trade receivables is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
with the consideration of expected future losses.

We identified impairment assessment of
trade receivables as a key audit matter due
to the significance of trade receivables to the
Group's consolidated financial position and
the involvement of subjective judgement and
management estimates in evaluating the ECL of
the Group's trade receivables at the end of the
reporting period.

Related disclosures are included in Notes 2, 18
and 30 to the consolidated financial statements.
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Our procedures, among others, included:

a)

Understanding key controls on how the
management estimates the credit loss allowance
for trade receivables;

Testing the integrity of information used by
management to develop the provision matrix
including testing individual customers’ credit
assessment, on a sample basis, through analysing
their nature, size and past due status with
the underlying supporting documents and
comparing the internal credit assessment made
by management on these customers;

Evaluating management’s basis and judgement
in determining credit loss allowance on trade
receivables, including their identification of credit
impaired trade receivables, the reasonableness of
management’s grouping of the remaining trade
debtors into different categories in the provision
matrix, and the basis of estimated credit loss rates
applied in each category in the provision matrix
(with reference to historical default rates and
forward-looking information),

Assessing the reasonableness and relevancy of
the external information used by the Group as
the forward-looking information; and

Evaluating the disclosures regarding the
impairment assessment of trade receivables.
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INDEPENDENT AUDITOR'’S REPORT
B BT RS

OTHER INFORMATION

The directors of the Company are responsible for the
other information. The other information comprises the
information included in the 2022 annual report of the
Company but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements
does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated
financial statements, our responsibility is to read the
other information and, in doing so, consider whether
the other information is materially inconsistent with the
consolidated financial statements or our knowledge
obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have
performed, we conclude that there is a material
misstatement of this other information, we are required
to report that fact. We have nothing to report in this
regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements
that give a true and fair view in accordance with HKFRSs
issued by the HKICPA and the disclosure requirements of
the Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the
preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or
error.
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RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

In preparing the consolidated financial statements, the
directors of the Company are responsible for assessing
the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do
50.

Those charged with governance are responsible for
overseeing the Group's financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a
whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor’s report that
includes our opinion. This report is made solely to you,
as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in
the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the
basis of these consolidated financial statements.
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INDEPENDENT AUDITOR'’S REPORT
B BT RS

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional
skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement
of the consolidated financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from
fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control.

e  Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies

used and the reasonableness of accounting estimates
and related disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

e Conclude on the appropriateness of the directors’ use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that
a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s
report. However, future events or conditions may
cause the Group to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

e Obtain sufficient appropriate audit evidence
regarding the financial information of the entities
or business activities within the Group to express an
opinion on the consolidated financial statements.
We are responsible for the direction, supervision and
performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope
and timing of the audit and significant audit findings,
including any significant deficiencies in internal control
that we identify during our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We also provide those charged with governance with
a statement that we have complied with relevant
ethical requirements regarding independence, and to
communicate with them all relationships and other
matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to
eliminate threats or safeguards applied.

From the matters communicated with those charged
with governance, we determine those matters that were
of most significance in the audit of the consolidated
financial statements of the current period and are
therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter
should not be communicated in our report because the
adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 24 March 2023

The engagement director on the audit resulting in this
independent auditor’s report is:

Tsoi Wa Shan

Practising Certificate number: P07514
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME
GeEsERkEMEERER

For the year ended 31 December 2022 HEZ - - —F+-A=+—HItFE

2022 2021
s —E-—F
Notes RMB'000 RMB’000
Hiat AR¥FT ARETT
Revenue I 3 25,330 26,127
Cost of sales SHE R (8,416) (9,671)
Gross profit EA 16,914 16,456
Other income HAKA 5 884 775
Other gains and losses H bz N E51E 6 860 (259)
Selling and distribution expenses HE D HERX (8,951) (8,346)
Administrative expenses TR (9,803) (9,353)
Research and development expenses  iff25f 57 (2,483) (2,437)
Provision for impairment losses on B SRV IERERE
trade receivables, net B 30 (373) (637)
Finance costs BLE R 7 (55) (102)
Loss before tax BRBLATE 1A 7 (3.007) (3,903)
Income tax expense PRISIF 9 (68) (317)
Loss for the year attributable to  FRAXRQATHEE A
owners of the Company L ESE (3,075) (4,220)
Other comprehensive (loss) Hity 2 mE(EE) KA -
income:
Item that may be reclassified HIZA[se BT IHE
subsequently to profit or loss B i) IE A
Exchange difference on consolidation 474 & i = &8 (411) 66
Total comprehensive loss for the ZATHEEAEEER
year attributable to owners of 2HEEIBALE
the Company (3.486) (4,154)
RMB cents RMB cents
AR#¥7 AR
Loss per share attributable to AATHEEAEML
owners of the Company EREE 10
Basic and diluted ERREE (0.76) (1.06)
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

e M BARRR

At 31 December 2022 A-ZT - —HF+-A=+—H

2022 2021
—E--F B —F
Notes RMB'000 RMB’000
Hiat AR¥FT ARETT
Non-current assets FREBEE
Property, plant and equipment M - BB LR 12 7,572 8,689
Right-of-use assets EREEE 13 696 1,664
Intangible assets BIEE 14 2,811 3,043
Interest in an associate R —EE AR Z
= 15 - -
Consideration paid for acquisition BSIRAEIR & 2 T
of equity investment EOEAES 16 1,900 -
12,979 13,396
Current assets REEE
Inventories FE 17 3,116 4,210
Trade receivables g 5 FEWGRIA 18 9,470 9,399
Other receivables, deposits and HAbEWRIE ~ 2e
prepayments RIERTRRIE 19 7,345 3,848
Tax recoverable A EIFIE 189 -
Bank balances and cash RITEBR LIRS 20 33,303 36,207
53,423 53,664
Current liabilities REBE
Trade payables g S ENFIE 21 829 717
Other payables and accrued FLh FE T RRIE R FE 5T
charges &H 22 5,852 4,395
Contract liabilities BHEE 23 1,267 2,171
Lease liabilities HERE 13 410 1,019
Deferred income — government BEEWRA — BT
grants B 24 15 15
Amount due to an associate JE (T R R ERIR 25 1,408 101
Tax payable JER 1A - 219
9,781 8,637
Net current assets REBEEZEE 43,642 45,027
Total assets less current liabilities EEZAERAB AR 56,621 58,423
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A RBRR R

At 31 December 2022 R—ZE - —F+_-A=+—H

2022 2021
—E--F —E—F
Notes RMB'000 RMB’000
Hiat AR¥FT ARETT
Non-current liabilities REBEE
Lease liabilities MHEBE 13 59 665
Deferred income — government EEWA — U
grants D 24 38 53
97 718
NET ASSETS EEFRE 56,524 57,705
Capital and reserves BEXRR#E
Share capital LN 28 3,637 3,509
Reserves it 52,887 54,196
TOTAL EQUITY ERAEE 56,524 57,705

The consolidated financial statements on pages 119 to EF@W _ZE-=F—=- -+ HAILERKE
235 were approved and authorised for issue by the Board — # T3 2 & 5N E 11982358 WG4 B
of Directors on 24 March 2023 and signed on its behalf  FEHEBILHUATALTREREE -

by:

Mr. Zhang Shuguang Mr. Zhang Chunguang

Director Director
= =
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2022 HEZ T - —_F+_-_A=+—HIFE
Reserves
4 |
Share  Accumulated
Share Share Capital ~ Statutory ~ Translation option profits
capital premium reserve reserve reserve reserve (losses) Sub-total  Total equity
Z5hEAl
e RAEE BARE EERE EifiE BRERG (F8) Nt ERan
RMB000 RMB'000 RMB'000 RMB000 RMB000 RMB'000 RMB'000 RMB000 RMB'000
NEEFT  AREFT  AREFT  AREFT  AREFT  AREFT  AREFT AREFT AREFT
(Note (3)) (Note (b)) (Note (c) (Note () (Note 27)
(hia) (i) W) () (Wi27)
At 1 January 2021 R=E-—-%-A-A 3,509 47,248 1,943 2,302 89 2,608 4,160 58,350 61,859
Loss for the year FRER - - - - - - (4.220) (4.220) (4.220)
Other comprehensive income: E2E0A :
Item that may be reclassified AR EN S E ER Bl
subsequently to profit or loss
Exchange difference on consolidation ~ (AE R ZH - - - - 66 - - 66 6
Total comprehensive loss FRRERBEE
for the year - - - - 06 - (4,220) (4,154) (4,154)
Transactions with owners: BREAZRE:
Contributions and distributions HARAT
Statutory reserve appropriation B ETRE - - - 50 - - (50) - -
Forfeiture of share options (Note 27) YRR (i727) - - - - - (204) 204 - -
Total transactions with owners BEEAZRBEE - - - 50 - (204) 154 - -
At 31 December 2021 RZBZ-F+ZA=1-F 3,509 47,248 1,943 2,352 155 2404 94 54,196 57,705
At 1 January 2022 R-E--%-5-H 3,509 47,248 1,943 2352 155 2,404 9% 54,196 57,705
Loss for the year FREE - - - - - - (3075) (3.075) (3.075)
Other comprehensive loss: Hth2ERE
Item that may be reclassified AR EN S E ERt Bl
subsequently to profit or loss
Exchange difference on consolidation ~ 5AER 238 - - - - (@1 - - (@11) (@11)
Total comprehensive loss for FRRERREE
the year - - - - (411) - (3,075) (3,486) (3,486)
Transactions with owners: BREAZRE:
Contributions and distributions #ARAT
Statutory reserve appropriation B ETRE - - - 169 - - (169) - -
Issue of new shares upon placing, et~ EFE&ZHK -
of transaction costs (Note 28) TBRSHAH228) 128 2177 - - - - - 2177 2305
Total transactions with owners ~ REAAZRGHE 128 217 - 169 - - (169) 217 2305
At 31 December 2022 R-B--E+-B=t-R 3,637 49,425 1943 2,521 (256) 2,404 (3,150) 52,887 56,524
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GAERBHE

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

Notes:

(@) Share premium represents the excess of the net proceeds
or consideration from issuance of the Company’s shares
over their par value.

(b) Capital reserve represents the difference between the
combined capital of the Company’s subsidiaries, King
Grace Company Limited (“King Grace”) and & JIl % &
£ e E T 2B R A A (Shenzhen Huakang Bio-Medical
Engineering Limited*) (“Shenzhen Huakang”) and the
consideration paid for acquiring 44% equity interest of
Shenzhen Huakang by King Grace in 2017.

(c) Statutory reserve is required to be appropriated from
profit after income tax of the entity which established in
the People’s Republic of China (the “PRC"), determined
in accordance with the relevant laws and regulations
in the PRC. Allocation to the statutory reserve shall be
approved by the board of directors of the PRC entity. The
appropriation to statutory reserve may cease if the balance
of the statutory reserve has reached 50% of the registered
capital of the PRC entity. The statutory reserve may be
used to make up losses or for conversion into capital.
The PRC entity may, upon the approval by a resolution of
shareholders’ general meeting/board of directors’ meeting,
convert the statutory reserve into capital in proportion to
the then existing shareholdings. However, when converting
the statutory reserve into capital, the balance of such
reserve remaining unconverted must not be less than 25%
of the registered capital of that entity.

(d) Translation reserve has been set up and is dealt with in
accordance with the accounting policies adopted for
foreign currency translation as set out in Note 2 to the
consolidated financial statements.

*  English translation is for identification purpose only

it -

() BREERARBETRDAGHIRFEL
REBHEBRNEE -

b)) BEAFEBER-_ZT—+tF  ARQAWEB
A 7 King Grace Company Limited ( [ King
Grace |) FORYIEREYBZ2TEARAF]
([FRYNEREE]) 2 & BB AR EKing GraceFt Uk
BARINERIM% BRI NHRE M E
o

(O JEEFHBERETFEAREME((HEDE
BARRER  RABEKZEERE
iz m FIIRELZ fE o AT R 2 SREREL I
AR ERE s ESEHE  WEATRHELS
SREPBREEAMERS0% » a4 HEER
SETERE o AR AIETREE B ER
BER - EREAGAZRER EESEH
% PEEEIREREEZIERE
LEBIm A A E B EBAE AR o R 14
ETERBEIRAER - AT RER 2 HER
BEBTEONZEEREIMERZ25% °
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CONSOLIDATED STATEMENT OF

CASH FLOWS
GERERER

For the year ended 31 December 2022 HEZ - - —F+-A=+—HItFE

2022 2021
—E-—F BT
RMB'000 RMB’'000
AR¥FT ARETT
OPERATING ACTIVITIES KeEES
Loss before tax BRAEATEE (3,007) (3,903)
Adjustments for: RRFIEE
Amortisation of intangible assets B EESH 394 261
Depreciation of property, ME - WERBEBITE
plant and equipment 1,778 1,495
Depreciation of right-of-use assets ~ {FFREEENTE 968 1,193
Interest income FLEWA (402) (179)
Provision for impairment losses on B 5 RW B R BB E
trade receivables, net HER 373 637
Release of deferred income FIEW AT D (15) (317)
Write-off of inventories ZiHEE 46 190
Finance costs BLE AR 55 102
Operating cash flows before EEESEBRI2RE
changes in working capital HERE 190 (521)
Changes in working capital LEEE
Inventories FE 1,048 (1,634)
Trade receivables B 5 WA (444) (533)
Other receivables, deposits and HA BRI - 12e RIEN
prepayments KIE 303 949
Trade payables g SN FRIE 112 (730)
Other payables and accrued H b I8 R IEET B A
charges 1,457 434
Contract liabilities aHBaE (904) 28
Cash generated from (used in) ReEmB(FARS
operations 1,762 (2,007)
Income tax paid EAS PSR (476) (362)
Interest paid EARFE - (9)
Net cash from (used in) operating E&EEFAE(FAE)REFHE
activities 1,286 (2,378)
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 December 2022 & FHZA=+—HIFE

FE -

2022 2021
—E--F —E—F
Notes RMB'000 RMB’000
Hiat AR¥FT ARETT
INVESTING ACTIVITIES REZRD
Interest received 2 HER & 402 179
Acquisition of property, plant and WHEMIZE ~ BB MR
equipment (649) (1,951)
Proceeds from disposal of property, &Y « HE K&E
plant and equipment 2 FTiSsIE - 97
Consideration paid for acquisition S IR & 2 A8
of equity investment Eagf=| (1,900) -
Loan granted KTER (3.800) -
Development costs paid EASTFEERR (162) (380)
Net cash used in investing RETBHAREFHE
activities (6,109) (2,055)
FINANCING ACTIVITIES BEEE
Repayment for lease liabilities HEBEER (1,288) (1,467)
Advance from an associate YNSRI E 1,307 101
Proceeds from issue of shares upon  BCE1&ZEITIRNDFTIS
placing, net of transaction costs FIE  BRSKA 28 2,305 -
Net cash from (used in) financing BEEEFTABRLEE
activities 2,324 (1,366)
Net decrease in cash and cash ReRREEEBWRD
equivalents R (2,499) (5,799)
Cash and cash equivalents atthe FHzRERRELE
beginning of the year EY 36,207 41,944
Effect on exchange rate changes EXEHNTE (405) 62
Cash and cash equivalents atthe HXRZBEERHELE
end of the year, represented by B4 - ERITEHRR
bank balances and cash H& 33,303 36,207

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HEZ - - —F+-A=+—HItFE

GENERAL INFORMATION

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 GEM of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 13 December 2018. The Company
is ultimately 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 (wholly owned by Mr. Zhang
Shuguang), a limited liability company incorporated
in the British Virgin Islands (the “BVI") and Ever
Charming Inc. (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 the annual report.

The Company is an investment holding company. The
Company and its subsidiaries (collectively referred to
as the “Group”) are principally engaged in research
and development, manufacture, marketing and sale
of biological reagents and auxiliary reproductive
supplies and equipment in the People’s Republic
of China (the “PRC"). The principal activities of its
principal subsidiaries are set out in Note 33 to the
consolidated financial statements.

The consolidated financial statements are presented
in Renminbi (“RMB"), which is the same as
the functional currency of the Company and its
subsidiaries, and rounded to the nearest thousand
unless otherwise stated.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants
(the "HKICPA"), which collective term includes all
applicable individual HKFRSs, Hong Kong Accounting
Standards (“HKASs") and Interpretations issued by
the HKICPA and the disclosure requirements of the
Companies Ordinance. The consolidated financial
statements also comply with the applicable disclosure
requirements of the Rules Governing the Listing
of Securities on GEM of the Stock Exchange (the
“Listing Rules”).

The consolidated financial statements have been
prepared on a basis consistent with the accounting
policies adopted in the 2021 consolidated financial
statements except for the adoption of the following
new/revised HKFRSs that are effective from the
current year.

Adoption of new/revised HKFRSs

The Group has applied, for the first time, the
following new/revised HKFRSs:

Amendments to HKFRS 16 Covid-19-Related Rent Concessions
Beyond 30 June 2021

Amendments to HKAS 16 Proceeds before Intended Use
Amendments to HKAS 37 Cost of Fulfilling a Contract
Amendments to HKFRS 3 Reference to the Conceptual Framework

Annual Improvementsto ~ 2018-2020 Cycle
HKFRSs
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new/revised HKFRSs (Continued)

Amendments to HKFRS 16: Covid-19-Related
Rent Concessions Beyond 30 June 2021

The amendments exempt lessees from having to
consider individual lease contracts to determine
whether rent concessions occurring as a direct
consequence of the COVID-19 pandemic are lease
modifications and allow lessees to account for
such rent concessions as if they were not lease
modifications. It applies to Covid-19-related rent
concessions that reduce lease payments due on or
before 30 June 2022. The amendments do not affect
lessors.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

Amendments to HKAS 16: Proceeds before
Intended Use

The amendments clarify the accounting requirements
for proceeds received by an entity from selling items
produced while testing an item of property, plant or
equipment before it is used for its intended purpose.
An entity recognises the proceeds from selling any
such items, and the cost of those items, in profit or
loss and measures the cost of those items applying
the measurement requirements of HKAS 2.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new/revised HKFRSs (Continued)

Amendments to HKAS 37: Cost of Fulfilling a
Contract

The amendments clarify that for the purpose of
assessing whether a contract is onerous under HKAS
37, the cost of fulfilling the contract comprises
the costs that relate directly to the contract. Costs
that relate directly to a contract include both
the incremental costs of fulfilling that contract
(for example, direct labour and materials) and
an allocation of other costs that relate directly to
fulfilling contracts (for example, an allocation of the
depreciation charge for an item of property, plant
and equipment used in fulfilling the contract).

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

Amendments to HKFRS 3: Reference to the
Conceptual Framework

The amendments update a reference in HKFRS 3 to
the Conceptual Framework for Financial Reporting
issued in 2018. The amendments also add to HKFRS
3 an exception to its requirement for an entity to
refer to the Conceptual Framework to determine
what constitutes an asset or a liability. The exception
specifies that, for some types of liabilities and
contingent liabilities, an entity applying HKFRS 3
should instead refer to HKAS 37. The exception has
been added to avoid an unintended consequence of
updating the reference.

The adoption of the amendments does not have

any significant impact on the consolidated financial
statements.
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new/revised HKFRSs (Continued)

Annual Improvements Project — 2018-2020 Cycle

HKFRS 9: Fees in the “10 per cent” Test for
Derecognition of Financial Liabilities

This amendment clarifies that — for the purpose of
performing the “10 per cent test” for derecognition
of financial liabilities — in determining those fees
paid net of fees received, a borrower includes only
fees paid or received between the borrower and the
lender, including fees paid or received by either the
borrower or lender on the other’s behalf.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

HKFRS 16: Lease Incentives

The amendment removes the illustration of payments
from the lessor relating to leasehold improvements.
As currently drafted, Example 13 is not clear as to
why such payments are not a lease incentive.

The adoption of the amendments does not have
any significant impact on the consolidated financial
statements.

A summary of the significant accounting policies
adopted by the Group is set out below.

Basis of measurement

The measurement basis used in the preparation of
the consolidated financial statements is historical
cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries.
Control is achieved when the Company:

e has power over the investee;

e is exposed, or has rights, to variable returns
from its involvement with the investee; and

e has the ability to use its power to affect its
returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there
are changes to one or more of the three elements of
control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Specifically,
income and expenses of a subsidiary acquired or
disposed of during the period are included in the
consolidated statement of profit or loss and other
comprehensive income from the date the Group
gains control until the date when the Group ceases
to control the subsidiary.

When necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in
full on consolidation.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Subsidiaries

A subsidiary is an entity that is controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to
affect those returns through its power over the
entity. The Group reassesses whether it controls
an investee if facts and circumstances indicate that
there are changes to one or more of the elements of
control.

In the Company’s statement of financial position
which is presented within these notes, the investment
in subsidiaries is stated at cost less impairment loss.
The carrying amount of the investment is reduced to
its recoverable amount on an individual basis, if it is
higher than the recoverable amount. The results of
subsidiaries are accounted for by the Company on
the basis of dividends received and/or receivable.
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e MR MR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Associate

An associate is an entity over which the Group has
significant influence. Significant influence is the
power to participate in the financial and operating
policy decisions of the investee but is not control or
join control of those policies.

The Group’s investment in associate is accounted
for under the equity method of accounting, except
when the investment or a portion thereof is classified
as held for sale. Under the equity method, the
investment is initially recorded at cost and adjusted
thereafter for the post-acquisition changes in the
Group’s share of the investee’s net assets and any
impairment loss relating to the investment. Except
to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf
of the investee, the Group discontinues recognising
its share of further losses when the Group’s share of
losses of the investee equals or exceeds the carrying
amount of its interest in the investee, which includes
any long term interests that, in substance, form part
of the Group's net investment in the investee.

Unrealised profits and losses resulting from
transactions between the Group and its associate are
eliminated to the extent of the Group’s interest in
the investees, except where unrealised losses provide
evidence of an impairment of the asset transferred,
in which case they are recognised immediately in
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers

Under HKFRS 15, the Group recognises revenue
when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods underlying the
particular performance obligation is transferred to
customers.

A performance obligation represents a good or
service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services that
are substantially the same.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following
criteria is met:

e the customer simultaneously receives and
consumes the benefits provided by the Group’s
performance as the Group performs;

e the Group's performance creates and enhances
an asset that the customer controls as the
Group performs; or

e the Group’s performance does not create an
asset with an alternative use to the Group and
the Group has an enforceable right to payment
for performance completed to date.

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct
goods or service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers
(Continued)

A contract asset represents the Group's right to
consideration in exchange for goods that the
Group has transferred to a customer that is not
yet unconditional. It is assessed for impairment in
accordance with HKFRS 9. In contrast, a receivable
represents the Group's unconditional right to
consideration, i.e. only the passage of time is
required before payment of that consideration is
due.

A contract liability represents the Group’s obligation
to transfer goods to a customer for which the
Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to a
contract are accounted for and presented on a net
basis.

Revenue from sales of goods is recognised at a point
in time upon i) delivering the goods to the customers’
warehouse on which the customers obtain control
of the goods or ii) the customers collect the goods
directly from the Group’s warehouse, as appropriate.

Interest income

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the
effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash
receipts through the expected life of the financial
asset to that asset’s gross carrying amount on initial
recognition.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases

The Group assesses whether a contract is, or
contains, a lease at inception of the contract. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange for
consideration.

As lessee

The Group applies the recognition exemption to
short-term leases and low-value asset leases. Lease
payments associated with these leases are recognised
as an expense on a straight-line basis over the lease
term.

The Group has elected not to separate non-lease
components from lease components, and accounts
for each lease component and any associated non-
lease components as a single lease component.

The Group accounts for each lease component
within a lease contract as a lease separately. The
Group allocates the consideration in the contract to
each lease component on the basis of the relative
stand-alone price of the lease component.

Amounts payable by the Group that do not give rise
to a separate component are considered to be part
of the total consideration that is allocated to the
separately identified components of the contract.

The Group recognises a right-of-use asset and a lease
liability at the commencement date of the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES 2. FES:HEEE)

(Continued)
Leases (Continued)
As lessee (Continued)

The right-of-use asset is initially measured at cost,
which comprises:

(@) the amount of the initial measurement of the
lease liability;

(b) any lease payments made at or before the
commencement date, less any lease incentives
received;

(c) any initial direct costs incurred by the Group;
and

(d) an estimate of costs to be incurred by the Group
in dismantling and removing the underlying
asset, restoring the site on which it is located or
restoring the underlying asset to the condition
required by the terms and conditions of the
lease, unless those costs are incurred to produce
inventories.

Subsequently, the right-of-use asset is measured
at cost less any accumulated depreciation and any
accumulated impairment losses and adjusted for any
remeasurement of the lease liability. Depreciation
is provided on a straight-line basis over the shorter
of the lease term and the estimated useful lives of
the right-of-use asset (unless the lease transfers
ownership of the underlying asset to the Group by
the end of the lease term or if the cost of the right-
of-use asset reflects that the Group will exercise
a purchase option — in which case depreciation
is provided over the estimated useful life of the
underlying asset) as follows:

Factories and office premises 2 years to 3 years
Motor vehicles 5 years
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)
As lessee (Continued)

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date of the contract.

The lease payments included in the measurement of
the lease liability comprise the following payments
for the right to use the underlying asset during the
lease term that are not paid at the commencement
date:

(@) fixed payments (including in-substance fixed
payments), less any lease incentives receivable;

(b) variable lease payments that depend on an
index or a rate;

(c) amounts expected to be payable under residual
value guarantees;

(d) exercise price of a purchase option if the Group is
reasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease,
if the lease term reflects the Group exercising an
option to terminate the lease.

The lease payments are discounted using the interest
rate implicit in the lease, or where it is not readily
determinable, the incremental borrowing rate of the
lessee.

Subsequently, the lease liability is measured by
increasing the carrying amount to reflect interest
on the lease liability and by reducing the carrying
amount to reflect the lease payments made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)
As lessee (Continued)

The lease liability is remeasured using a revised
discount rate when there are changes to the lease
payments arising from a change in the lease term
or the reassessment of whether the Group will be
reasonably certain to exercise a purchase option.

The lease liability is remeasured by using the original
discount rate when there is a change in the residual
value guarantee, the in-substance fixed lease
payments or the future lease payments resulting
from a change in an index or a rate (other than
floating interest rate). In case of a change in future
lease payments resulting from a change in floating
interest rates, the Group remeasures the lease
liability using a revised discount rate.

The Group recognises the amount of the
remeasurement of the lease liability as an adjustment
to the right-of-use asset. If the carrying amount of
the right-of-use asset is reduced to zero and there is
a further reduction in the measurement of the lease
liability, the Group recognises any remaining amount
of the remeasurement in profit or loss.

A lease modification is accounted for as a separate
lease if:

(@) the modification increases the scope of the
lease by adding the right to use one or more
underlying assets; and

(b) the consideration for the lease increases by
an amount commensurate with the stand-
alone price for the increase in scope and
any appropriate adjustments to that stand-
alone price to reflect the circumstances of the
particular contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(Continued)

Leases (Continued)
As lessee (Continued)

When a lease modification is not accounted for as
a separate lease, at the effective date of the lease
modification,

(@) the Group allocates the consideration in the
modified contract on the basis of relative stand-
alone price as described above.

(b) the Group determines the lease term of the
modified contract.

(c) the Group remeasures the lease liability by
discounting the revised lease payments using a
revised discount rate over the revised lease term.

(d) for lease modifications that decrease the
scope of the lease, the Group accounts for
the remeasurement of the lease liability by
decreasing the carrying amount of the right-of-
use asset to reflect the partial or full termination
of the lease and recognising any gain or loss
relating to the partial or full termination of the
lease in profit or loss.

(e) for all other lease modifications, the Group
accounts for the remeasurement of the lease
liability by making a corresponding adjustment
to the right-of-use asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates of
exchanges prevailing on the dates of the transactions.
At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary
items that are measured in terms of historical cost in
a foreign currency are not retranslated.

Exchange differences arising on the settlement
of monetary items, and on the retranslation of
monetary items, are recognised in profit or loss in
the period in which they arise.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the
presentation currency of the Group (i.e. RMB) using
exchange rate prevailing at the end of each reporting
period. Income and expenses items are translated
at the average exchange rates for the period, unless
exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing
at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity
under the heading of translation reserve (attributable
to non-controlling interests as appropriate).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

On the disposal of a foreign operation (i.e. a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control
over a subsidiary that includes a foreign operation
or a partial disposal of an interest in an associate
that includes a foreign operation of which the
retained interest becomes a financial assets). All of
the exchange differences accumulated in a foreign
exchange translation reserve in respect of that
operation attributable to the owners of the company
are reclassified to profit or loss.

In addition, in relation to a partial disposal of a
subsidiary that includes a foreign operation that
does not result in the Group losing control over the
subsidiary, the proportionate share of accumulated
exchange differences is re-attributed to non-
controlling interests and are not recognised in profit
or loss. For all other partial disposals (i.e. partial
disposals of associates that do not result in the
Group losing significant influence), the proportionate
share of the accumulated exchange differences is
reclassified to profit or loss.

On all other partial disposals, which includes partial
disposal of associates that do not result in the
Group losing significant influence or joint control,
the proportionate share of the cumulative amount
of exchange differences recognised in the separate
component of equity is reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants

Government grants are not recognised until there
is reasonable assurance that the Group will comply
with the conditions attaching to them and that the
grants will be received.

Government grants are recognised in profit or loss
on a systematic basis over the periods in which the
Group recognises as expenses the related costs
for which the grants are intended to compensate.
Specifically, government grants whose primary
condition is that the Group should purchase,
construct or otherwise acquire non-current assets are
recognised as deferred income in the consolidated
statement of financial position and transferred to
profit or loss on a systematic and rational basis over
the useful lives of the related assets.

Employee benefits
Retirement benefit costs

Payments to state-managed retirement benefit
schemes and the Mandatory Provident Fund Scheme
are recognised as an expense when employees have
rendered service entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be
paid as and when employees rendered the services.
All short-term employee benefits are recognised as
an expense unless another HKFRS requires or permits
the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to
employees (such as wages and salaries, annual leave
and sick leave) after deducting any amount already
paid.
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payment transactions
Equity-settled transactions

The Group’s employees, including directors, receive
remuneration in the form of share-based payment
transactions, whereby the employees rendered
services in exchange for shares or rights over shares.
The cost of such transactions with employees is
measured by reference to the fair value of the equity
instruments at the grant date. The fair value of share
options granted to employees is recognised as an
employee cost with a corresponding increase in a
reserve within equity.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity,
over the period in which the vesting conditions are
to be fulfilled, ending on the date on which the
entitlement of relevant employees to the award is
no longer conditional on the satisfaction of any non-
market vesting conditions (“vesting date”). During
the vesting period, the number of share options
that is expected to vest ultimately is reviewed. Any
adjustment to the cumulative fair value recognised in
prior periods is charged/credited to profit or loss for
the year of review, with a corresponding adjustment
to the reserve within equity.

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 accumulated
profits or losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payment transactions (Continued)
Equity-settled transactions (Continued)

No expense is recognised for awards that do
not ultimately vest, except for awards that are
conditional on a market condition or non-vesting
condition, which are treated as vested irrespective of
whether or not the market condition or non-vesting
condition is satisfied, provided that all non-market
vesting conditions are satisfied. 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 as described
above.

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the period. Taxable profit differs from profit/loss
before tax because of income or expense that are
taxable or deductible in other years and items that
are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of
the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that
it is probable that taxable profits will be available
against which those deductible temporary differences
can be utilised. Such deferred tax assets and liabilities
are not recognised if the temporary difference arises
from the initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associates, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary
differences associated with such investments are
only recognised to the extent that it is probable that
there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable
future.

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised,
based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow
from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities. Deferred
tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority
and the Group intends to settle its current tax assets
and liabilities on a net basis.

Current tax and deferred tax are recognised in profit
or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at cost
less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Properties in the course of construction for
production, supply or administrative purposes are
carried at cost, less any recognised impairment loss.
Such properties are classified to the appropriate
categories of property, plant and equipment when
completed and ready for intended use. Depreciation
of these assets, on the same basis as other property
assets, commences when the assets are ready for
their intended use.

Depreciation is recognised so as to write off the cost
of assets over their estimated useful lives using the
straight-line method. The estimated useful lives and
depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on the disposal or retirement of an item of property,
plant and equipment is determined as the difference
between the sales proceeds and the carrying amount
of the asset and is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets

Internally-generated intangible assets — research
and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development
phase of an internal project) is recognised if, and
only if, all of the following have been demonstrated:

e the technical feasibility of completing the
intangible asset so that it will be available for use
or sale;

e the intention to complete the intangible asset
and use or sell it;

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable
future economic benefits;

e the availability of adequate technical,
financial and other resources to complete the
development and to use or sell the intangible
asset; and

e the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)

Internally-generated intangible assets — research
and development expenditure (Continued)

The amount initially recognised for internally
generated intangible asset is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria
listed above. Where no internally-generated
intangible asset can be recognised, development
expenditure is recognised in profit or loss in the
period in which it is incurred.

Subsequent to initial recognition, internally
generated intangible assets are reported at cost
less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as
intangible assets that are acquired separately.
When the asset is available for use, amortisation for
intangible assets with finite useful lives is recognised
on a straight-line basis over their estimated useful
lives. For intangible assets yet to be available for
use, they are stated at cost less any accumulated
impairment losses. The estimated useful life and
amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

An intangible asset is derecognised on disposal, or
when no future economic benefits are expected
from use or disposal. Gains and losses arising from
derecognition of an intangible asset, measured as
the difference between the net disposal proceeds
and the carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on property, plant and equipment,
right-of-use assets and intangible assets

At the end of the reporting period, the Group
reviews the carrying amounts of its property, plant
and equipment, right-of-use assets and intangible
assets with finite useful lives to determine whether
there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the
recoverable amount of the relevant asset is estimated
in order to determine the extent of the impairment
loss (if any).

The recoverable amount of property, plant and
equipment, right-of-use assets and intangible assets
is estimated individually. When it is not possible to
estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific
to the asset (or a cash-generating unit) for which
the estimates of future cash flows have not been
adjusted.
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on property, plant and equipment,
right-of-use assets and intangible assets
(Continued)

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or
a cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses,
the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its
recoverable amount, but so that the increased
carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or
a cash-generating unit) in prior periods. A reversal
of an impairment loss is recognised immediately in
profit or loss.

Cash equivalents

For the purpose of the consolidated statement
of cash flows, cash equivalents represent short-
term highly liquid investments which are readily
convertible into known amounts of cash and which
are subject to an insignificant risk of changes in
value, net of bank overdrafts (if any).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of
purchase and, where applicable, cost of conversion
and other costs that have been incurred in bringing
the inventories to their present location and
condition, is calculated using the first in, first out
method. Net realisable value represents the estimated
selling price in the ordinary course of business less
the estimated costs of completion and the estimated
costs necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories are
recognised as an expense in the period of the write-
down or loss occurs. The amount of any reversal
of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised
as an expense in the period in which the reversal
occurs.

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are
measured in accordance with HKFRS 15. Transaction
costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate,
on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest
income and interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
and payments (including all fees and points paid
or received that form an integral part of the
effective interest rate, transaction costs and other
premiums or discounts) through the expected life
of the financial asset or financial liability, or, where
appropriate, a shorter period, to the gross carrying
amount on initial recognition.

Financial assets

Classification and subsequent measurement of
financial assets

Financial assets that meet the following conditions
are subsequently measured at amortised cost:

e the financial asset is held within a business
model whose objective is to collect contractual
cash flows; and

e the contractual terms give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued)

Financial assets that meet the following conditions
are subsequently measured at fair value through
other comprehensive income:

e the financial asset is held within a business
model whose objective is achieved by both
collecting contractual cash flows and selling;
and

e the contractual terms give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding.

All other financial assets are subsequently measure at
fair value through profit or loss.

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to
the gross carrying amount of a financial asset, except
for financial assets that have subsequently become
credit-impaired (see below). For financial assets that
have subsequently become credit-impaired, interest
income is recognised by applying the effective
interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk
on the credit-impaired financial instrument improves
so that the financial asset is no longer credit-
impaired, interest income is recognised by applying
the effective interest rate to the gross carrying
amount of the financial asset from the beginning
of the reporting period following the determination
that the asset is no longer credit-impaired.
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

The Group recognises a loss allowance for expected
credit losses (“ECL") on financial assets which are
subject to impairment under HKFRS 9 (including
trade receivables, other receivables and bank
balances). The amount of ECL is updated at each
reporting date to reflect changes in credit risk since
initial recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of
the relevant instrument. In contrast, 12-month ECL
("12m ECL") represents the portion of lifetime ECL
that is expected to result from default events that are
possible within 12 months after the reporting date.
Assessment are done based on the Group'’s historical
credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions
and an assessment of both the current conditions at
the reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these assets are assessed
collectively using a provision matrix with appropriate
groupings (i.e. high risk, normal risk and low risk

type).

For all other instruments, the Group measures the
loss allowance equal to 12m ECL, unless when there
has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime ECL.
The assessment of whether lifetime ECL should be
recognised is based on significant increases in the
likelihood or risk of a default occurring since initial
recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+-_A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on
the financial instrument as at the reporting
date with the risk of a default occurring on
the financial instrument as at the date of
initial recognition. In making this assessment,
the Group considers both quantitative and
qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available
without undue cost or effort.

In particular, the following information is taken
into account when assessing whether credit risk
has increased significantly:

e an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
assessment;

e significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

e existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor’s ability to meet its
debt obligations;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T -_—_F+-_A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

(i)  Significant increase in credit risk (Continued)
e an actual or expected significant
deterioration in the operating results of the
debtor;

e an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the
credit risk has increased significantly since initial
recognition when contractual payments are
more than 30 days past due, unless the Group
has reasonable and supportable information
that demonstrates otherwise.

Despite the aforegoing, the Group assumes that
the credit risk on a financial instrument has not
increased significantly since initial recognition
if the financial instrument is determined to
have low credit risk at the reporting date. A
financial instrument is determined to have low
credit risk if i) the financial instrument has a low
risk of default (i.e. no default history); ii) the
counterparty has a strong capacity to meet its
contractual cash flow obligations in the near
term; and iii) adverse changes in economic and
business conditions in the longer term may,
but will not necessarily, reduce the ability of
the borrower to fulfil its contractual cash flow
obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

(ii)

Significant increase in credit risk (Continued)
The Group regularly monitors the effectiveness
of the criteria used to identify whether there
has been a significant increase in credit risk and
revises them as appropriate to ensure that the
criteria are capable of identifying significant
increase in credit risk before the amount
becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally indicates
that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into
account any collaterals held by the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information
to demonstrate that a more lagging default
criterion is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iii) Credit-impaired financial assets
A financial asset is credit-impaired when one or
more events of default that have a detrimental
impact on the estimated future cash flows of
that financial asset have occurred. Evidence
that a financial asset is credit-impaired includes
observable data about the following events:

(a

significant financial difficulty of the issuer
or the borrower;

a breach of contract, such as a default or
past due event;

the lender(s) of the borrower, for economic
or contractual reasons relating to the
borrower’s financial difficulty, having
granted to the borrower a concession(s)
that the lender(s) would not otherwise
consider; or

it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+-_A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iv) Write-off policy

The Group writes off a financial asset when
there is information indicating that the
counterparty is in severe financial difficulty
and there is no realistic prospect of recovery,
for example, when the counterparty has been
placed under liquidation or has entered into
bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over
two years past due, whichever occurs sooner.
Financial assets written off may still be subject
to enforcement activities under the Group’s
recovery procedures, taking into account
legal advice where appropriate. A write-
off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit or
loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by forward-
looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount
that is determined with the respective risks of
default occurring as the weights.

Generally, the ECL is the difference between
all contractual cash flows that are due to the
Group in accordance with the contract and
the cash flows that the Group expects to
receive, discounted at the effective interest rate
determined at initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v)

Measurement and recognition of ECL
(Continued)

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the risk
type (i.e. high risk, normal risk and low risk type)
by considering:

e  Past-due status; and
e Nature, size and industry of debtors.

The grouping is regularly reviewed by
management to ensure the constituents of
each group continue to share similar credit risk
characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case
interest income is calculated based on amortised
cost of the financial asset.

The Group recognises an impairment gain or
loss in profit or loss for all financial instruments
by adjusting their carrying amount, with
the exception of trade receivables and other
receivables where the corresponding adjustment
is recognised through a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with
the substance of the contractual arrangements and
the definitions of a financial liability and an equity
instrument.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued
by the Company are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities

All financial liabilities are subsequently measured at
amortised cost using the effective interest method.

Financial liabilities including trade payables, other
payables and accrued charges and amount due to an
associate are subsequently measured at amortised
cost, using the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or have expired. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and payable
is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESHKE(Z)

(Continued)
Related parties BER
A related party is a person or entity that is related to BiEAFIEAAEEEHAENEAXE
the Group. S o
(@) A person or a close member of that person’s @ MEMALTHERELRKERE
family is related to the Group if that person: TG - BlAEAEEFREE -
(i) has control or joint control over the Group; () HAREEBES LRSI
1
(i) has significant influence over the Group; or (il HREEBEEATES K
(i) is a member of the key management (i) RAEEARNE B AR
personnel of the Group or of the holding FEEERABHKE o
company of the Group.
(b) An entity is related to the Group if any of the (b) fRTFE THEMREME - BB §8 8RR
following conditions applies: SERRE -
(i) the entity and the Group are members of () ZEREAEERFR—SEH
the same group (which means that each B AR (BIFZR AT - K
holding company, subsidiary and fellow BN RFERMBARKILLE

2t B
%
i

subsidiary is related to the others).

(i) one entity is an associate or joint venture (i) BEBRAS—EBNBE QRN
of the other entity (or an associate or joint BELE (S —ERBAKE
venture of a member of a group of which NRIMEEE KR R F] 2B
the other entity is a member). ERRHEERE)

(i) both entities are joint ventures of the same (i) MEAEBHYRRA—F=7M4
third party. BIREE o

(iv) one entity is a joint venture of a third entity vy EBARE-FEBZEZED
and the other entity is an associate of the ¥ ME—ERRZE=FE
third entity. g RA] o
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For the year ended 31 December 2022 HE T - —F+-_A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties (Continued)

(b) (Continued)

(v) the entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group. If the Group is itself such a plan, the
sponsoring employers are also related to
the Group.

(vi) the entity is controlled or jointly controlled
by a person identified in (a).

(vii) a person identified in (a)(i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a holding company of the
entity).

(viii) the entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
holding company of the Group.

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings
with the entity and include:

(@) that person’s children and spouse or domestic
partner,

(b) children of that person’s spouse or domestic
partner; and

(c) dependants of that person or that person’s
spouse or domestic partner.

In the definition of a related party, an associate
includes subsidiaries of the associate and a joint
venture includes subsidiaries of the joint venture.

2. TEEFEERE)

BAER (&)

(b) (%)
v) E%ﬁﬁﬁl&ﬁﬁilﬁ@
BNEEEBBFRIAE

RIgEAE S o HARERS
RizatEl o REEMEEZ I
HEAREERRE

M)?%iﬂ%ﬁ%Ai*ﬂﬁﬁ

(vii) @GP HERAEX

TENARZER(LLER
ERAR)T2EEAENA
+ o

(vii) 7% E B8P &= B HE T EAAIAK
NSRS SE S S gt
RAFRHEEZEE ASR
& o

EIRIA TR EZ RGN EIEEHZEER
SRR EZER A LTHFT
ATHENREREW B

@ BEALTZTFRREBARER
o

() ZFBALTZEBIXRERHZT
a4

(@ ZBALTHZBALZEEBARE
BHZFE -

RREMENE - B8 AR RiERE %
DFEZMBAR - ALRBENS
EEEZHBAR

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

165



166

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial
information provided regularly to Group’s executive
directors for the purpose of allocating resources
to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individual material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of products
and services, the nature of production processes,
the type or class of customers, the methods used to
distribute the products or provide the services, and
the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.

Key sources of estimation and uncertainty

In the application of the Group’s accounting policies,
the directors of the Company are required to make
judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates
and associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are
reviewed on an on-going basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current and
future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Key sources of estimation and uncertainty
(Continued)

The following are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the end of the reporting period, that
may have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Impairment assessment of trade receivables

The Group adopted HKFRS 9 and the management
of the Group estimates the amount of lifetime
ECL of trade receivables based on provision matrix
through grouping of various debtors that have
similar loss patterns, after considering internal credit
assessment of trade debtors and past due status
of respective trade receivables. Estimated loss rates
are based on historical observed default rates over
the expected life of the debtors and are adjusted
for forward-looking information. In addition, trade
receivables that are credit impaired are assessed for
ECL individually. The loss allowance amount of the
credit impaired trade receivables is measured as the
difference between the asset’s carrying amount and
the present value of estimated future cash flows with
the consideration of expected future losses. Where
the expectation is different from the original estimate,
such difference will impact the carrying amount of
trade receivables.
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EXRALATTE EERHELBERH -
BEAN - BAEEEREE S RKRIAE
BGEREEEE - EEREESE
WHRzBERBEFEFEREEREE
BEAFTRRRERE (KEBAHARK
EBR)REZEZR - WRARRMGESR
Bl MIBREESREL SRR
FRMEME °

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

167



168

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Key sources of estimation and uncertainty
(Continued)

Impairment of property, plant and equipment,
right-of-use assets and intangible assets

The management determines whether the Group's
property, plant and equipment, right-of-use assets
and intangible assets are impaired when an indication
of impairment exists or when annual impairment
testing is required. This requires an estimation of
the recoverable amounts of the property, plant
and equipment, right-of-use assets and intangible
assets which is equal to the higher of fair value less
costs of disposal and value in use. Estimating the
value in use requires the management to make an
estimate of the expected future cash flows from the
property, plant and equipment, right-of-use assets
and intangible assets and also to choose a suitable
discount rate in order to calculate the present value
of those cash flows. Any impairment will be charged
to profit or loss.

Allowance for inventories

The management reviews the condition of
inventories at the end of each reporting period and
makes allowance for inventories that are identified
as obsolete, slow-moving or no longer recoverable.
The management carries out the inventory review on
a product-by-product basis and makes allowances or
reversal allowance by reference to the latest market
prices and current market conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Future changes in HKFRSs

At the date of authorisation of the consolidated
financial statements, the HKICPA has issued the
following new/revised HKFRSs that are not yet
effective for the current year, which the Group has
not early adopted.

Amendments to HKAS 1 Disclosure of Accounting Policies”

Amendments to HKAS 8 Definition of Accounting Estimates'”

Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities
arising from a Single Transaction'”

HKFRS 17 Insurance Contracts'"

Amendment to HKFRS 17 Initial Application of HKFRS 17 and HKFRS 9
- Comparative Information'”

Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current®

Amendments to HKAS 1 Non-current Liabilities with Covenants?

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback®

Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS 28 Investor and its Associate or Joint Venture®

M gffective for annual periods beginning on or after 1
January 2023

@ Effective for annual periods beginning on or after 1
January 2024

G} The effective date to be determined

The management of the Group does not anticipate
that the adoption of these new/revised HKFRSs in
future periods will have any material impact on the
financial performance and financial position of the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

3. REVENUE 3. WH
(a) BEEEGHWESE

(a) Disaggregation of revenue from contracts

170

with customers

2022 2021
—EC-CF —E-—F
RMB’000 RMB’000
AR¥FIT ARETT
Type of goods Em¥E5l
Sales of biological reagents: SHE £ RE -
Male fertility in-vitro diagnostic SHETEEINDE
("IVD") reagents (TegsrEm ) A 16,807 17,561
Parasite antibody detection T R iR S A
reagents 3,345 3,494
Epstein-Barr Virus antibody EBJR S i Al B
detection reagents 785 991
Sales of auxiliary reproductive HEEBAES AmA
supplies and equipment B 2,240 1,282
Sales of healthcare products and SHE R E o SRR 2 oh
supplements 2,153 2,799
25,330 26,127
Type of customers BEFEHR
Distributors I 12,254 14,578
Non-distributors FED EHE 13,076 11,549
25,330 26,127
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3. REVENUE (Continued)

(b) Performance obligations for contracts with

3. W#E#E)
(b) EFEHNHNBHER

customers

The Group sells biological reagents, auxiliary
reproductive supplies and equipment and
healthcare products and supplements to
distributors and non-distributors mainly
comprising hospitals and medical institutions in
the PRC. Contracts with the Group’s customers
are mainly short term and fixed price contracts.
The revenue is recognised when control of the
goods has transferred, being when the goods
are i) delivered to the customers’ warehouse
on which the customers obtain control of the
goods or ii) collected by the customers directly
from the Group’s warehouse, as appropriate.
Following delivery, the customers have full
discretion over the manner of distribution
and price to sell the goods, have the primary
responsibility when selling the goods and bear
the risks of obsolescence and loss in relation to
the goods.

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 (2027: 30
to 180 days) to these customers and there is
no credit period granted to other customers.
The customers have neither rights of return nor
rights to defer or avoid payment for the goods
once they are accepted by the customers upon
delivery.
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REERDHEEMIESHEE(EE
BEPEHER REREEE)HEE
YRE - BB AR A MM R
fEREmRRER -  BAKERP
WENETZAREHARETEERSE
A o WA E o A1 R R
AR ERRNEZEFPBIGEm
THIERNE P B ER )T P RE
ERGREEMASEEEWREE M
e o 211 - %\}E'—IE%E’JF
REEmMmDHET A REEBR -
ﬁsz%EIK;EI%ﬁﬁ
B RAB KRR o

//>:|]]

—MME ' AREBERRNERR
FRimEFWERS - mMAMRMEK
ReHBEERTREHMEER -

RETRPRFPME  AEEBR
RERZESHBER TAZERFER
NEm BETZEEF30E180
K ZFE=-——F :30F180K) N1z
B My EREARPREEER
B —BEFPRINKEMNER
BETSR O E ARkl &
Koo
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3. REVENUE (Continued)

(b) Performance obligations for contracts with
customers (Continued)

The total amount of transaction prices
allocated to the remaining unsatisfied
performance obligations as at 31 December
2022 are approximately RMB1,267,000 (2021:
approximately RMB2,171,000) and the expected
timing of recognising revenue is within one year.

SEGMENT INFORMATION

Information reported to the executive directors of
the Company, being identified as the chief operating
decision makers (the “CODM"), for the purposes
of resource allocation and assessment of segment
performance focuses on types of goods or services
delivered or provided. No operating segments
identified by the CODM have been aggregated in
arriving at the reportable segments of the Group.

Based on the Group’s internal information reporting
purpose, the directors of the Company have
determined that there are two reportable operating
segments which are set out below:

1) Biological reagents and auxiliary reproductive
supplies and equipment; and

2) Healthcare products and supplements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SEGMENT INFORMATION (Continued)
Segment revenue, results, assets and liabilities

The accounting policies of the operating segments
are the same as the Group’s accounting policies
described in Note 2.

Segment revenue represents revenue derived from
biological reagents and auxiliary reproductive
supplies and equipment, and healthcare products
and supplements.

Segment results, which are the measures reported to
the CODM for the purposes of resources allocation
and assessment of segment performance, represent
the profit earned or loss incurred by each segment
without allocation of certain other gains and losses,
administrative expenses, finance costs incurred by
head office, equity-settled share-based payment
expenses, income tax expense and share result of an
associate.

All assets are allocated to operating segments
other than unallocated corporate assets which are
mainly certain of bank balances, other receivables,
consideration paid for acquisition of equity
investment and right-of-use assets located in Hong
Kong as these assets are managed on a corporate
basis.

All liabilities are allocated to operating segments
other than unallocated corporate liabilities which are
mainly certain of other payables and lease liabilities
located in Hong Kong as these liabilities are managed
on a corporate basis.
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

N

T RPER ()
DK - XK BEEREEE)

4. SEGMENT INFORMATION (Continued) 4,

Segment revenue, results, assets and liabilities
(Continued)

AT BIRA] 2 &2 D AMEH A EE
Yoss N RAEDHT

The following is an analysis of the Group’s revenue
and results by reportable operating segments:

Year ended 31 December 2022

BE-_Z_—_f+-A=1+—HILEE

Biological
reagents

and auxiliary
reproductive
supplies and

Healthcare
products and

equipment supplements Total
EYRE R
HPEERAR RBEEMK
RFE RER #Et
RMB’000 RMB’000 RMB’000
ARETFT AREFT AR¥FT
Segment revenue 7B 23,177 2,153 25,330
Segment results DEPEAR 1,935 (2,341) (406)
Unallocated head office and K75 BIAEH A=
corporate income and RN aJHA
expenses: REA -
Other gains and losses HAh e & E 1B 392
Administrative expenses T2 (2,982)
Finance costs BE KA (11)
Loss before tax BRTTATE TR (3.007)
Income tax expense FriS iR (68)
Loss for the year FABE (3,075)

Annual Report 2022 &%



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M RAR MR

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

N

4. SEGMENT INFORMATION (Continued) 4. DEER(E)

Segment revenue, results, assets and liabilities

(Continued)

Year ended 31 December 2021

DK - XK BEEREEE)

BE_Z-—F+_A=+—HULFE

Biological
reagents
and auxiliary
reproductive Healthcare
supplies and  products and
equipment  supplements Total
AR K
HEAES Am fEREEm &
P& N fEt
RMB’000 RMB’000 RMB’'000
AREFIT AREFT AREFIT
Segment revenue 7B 23,328 2,799 26,127
Segment results DEFER 2,873 (3,084) 211)
Unallocated head office and K75 BB AN =
corporate income and RN aJHA
expenses: REA -
Other gains and losses HAh e & E 1B (130)
Administrative expenses T FSZ (3,539)
Finance costs BLE R (23)
Loss before tax BRATATEE (3,903)
Income tax expense FriS iR (317)
Loss for the year FREE (4,220)
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For the year ended 31 December 2022 HiE =T~ —

4. SEGMENT INFORMATION (Continued)

FH-A=+—HILLFE

Segment revenue, results, assets and liabilities

(Continued)

The following is an analysis of the Group’s assets and

liabilities by reportable operating segments:

Year ended 31 December 2022

DERER(E)
oW - KK BEREEE)

TRARKEREN 2WEE D AT
MWEENMBEDT

BE-_Z_—_f+-A=1+—HILEE

Biological
reagents
and auxiliary
reproductive Healthcare
suppliesand  products and
equipment  supplements  Unallocated Total
EMHER
HHEERR BEERK
R#&fE RER AOE @t
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARMTFT AR®F
Assets EE
Reportable segment assets ~ A|2H/HBEE 57,554 2,257 6,591 66,402
Liabilities a2
Reportable segment liabilities A 2{H A E 5,557 2,531 1,790 9,878
Other information HipER
Depreciation on property, 1% BEKX
plant and equipment REBTE 1,714 50 14 1,778
Depreciation on right-of-use {# FEEENE
assets 719 - 249 968
Amortisation on intangible /& i
assets 394 - - 394
Provision for impairment & ZRUFUEHE
losses on trade ERE(ER)&E
receivables, net FH 290 83 - 373
Write-off of inventories HHEE - 46 - 46
Additions in property, plant %1% « BE &R
and equipment NE 649 - - 649
Additions in intangible assets Eﬁ/ﬁﬁm 162 - - 162
Consideration paid for SRR E
acquisition of equity E’\]‘%ME
investment - - 1,900 1,900
Research and development  HEH %
expenses 2,483 - - 2,483
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

4. SEGMENT INFORMATION (Continued) 4., FEER(E)
Segment revenue, results, assets and liabilities oIS - EE EEREEE)
(Continued)
Year ended 31 December 2021 HE-_ZT-—F+-_A=1+—HItFE
Biological
reagents
and auxiliary
reproductive Healthcare
suppliesand  products and
equipment supplements Unallocated Total
EYRAIR
BYEERD REERR
B tRi2m AP @t
RMB’000 RMB’000 RMB’000 RMB’000

ARETT  ARETT  ARETT  ARETT

Assets EE
Reportable segment assets ~ A|2RHBEE 62,606 3,504 950 67,060
Liabilities afE
Reportable segment liabilities "] 23kD & & & 4,219 3,268 1,868 9,355
Other information HitER
Depreciation on property,  ¥1% « BEX

plant and equipment RETE 1,375 48 72 1,495
Depreciation on right-of-use (L ENE

assets 659 - 534 1,193
Amortisation on intangible /& 5

assets 261 - - 261
Provision for impairment & S EUFUARE

losses on trade EREEETE

receivables, net 637 - - 637
Wirite-off of inventories GHEFE - 190 - 190
Additions in property, plant ~ ¥1% « BE kR &

and equipment NE 3,030 - - 3,030
Additions in right-of-use FREEERE

assets 425 - - 425
Additions in intangible assets EFEERE 380 - - 380
Research and development ~ FEF X

expenses 2,437 - - 2,437
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SEGMENT INFORMATION (Continued)

Geographical information

The following table sets out information about the
geographical location of the Group's revenue from

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

4., FEER(E)
HEHER
RIS

external customers which are based on the location

of goods delivered.

MR HEE D 2 AE
BN E P WS 2 I E R o

2022 2021
—E-—F —E-—F
RMB'000 RMB’000
AR¥For ANRETFr

Revenue from external customers: INERR P
The PRC H 23,177 23,328
Hong Kong BB 2,012 2,759
Canada nEx 141 40
25,330 26,127

No geographical segment information of the Group’s
non-current assets is presented as the Group’s non-
current assets (except for leasehold improvements,
office equipment, a leased office premises and
two motor vehicles with total carrying amount of
approximately RMB352,000 (2021: approximately
RMB689,000) as presented in property, plant and
equipment and right-of-use assets which are 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:

AR IREEMAEMNES D AEE 2 IE
RHEE(BRUNREBEBNEREEESR
5| 2 BERTA{EX) & AR 352,0007T(=
F——aF  WAKRK689,000T) 2 FHE
MAMERTEUIIN TEMRPE -
MO 25 AL B IERENE E 2 g5
EERL o

EREREFNER

EREAEERARGR10%HA EHER
(BREZAFEEHER) OFBDT

2022 2021
—E-CF —E-—F
RMB’000 RMB’000
AERETFT AREFT
Biological reagents and auxiliary EYRIB RN ER
reproductive supplies and equipment Ao K&
Customer A EFA (Note)(Hfit) 2,680
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e P BHRRME

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

SEGMENT INFORMATION (Continued) 4,
Information about major customers (Continued)

Note:

The customer contributed less than 10% of the total
revenue of the Group for the year ended 31 December
2022.

DERER(E)
EREEEFNER(E)
Kzt -

BE_ T "H+_A=+t—BILFE %
BEFERNBAEREERKATE10% °

OTHER INCOME 5. HaA
2022 2021
—E-CF —E-—F
RMB’000 RMB’000
ARH¥FT ARMTFIT
Bank interest income RITH B UA 402 179
Government grants (Note) BT BN (H77E) 336 537
Sundry income FETEIA 146 59
884 775

Note: B -

In the opinion of the management of the Group, there

AEEEEERA  WEERFMHEIARZ

was no unfulfilled condition or contingency relating to the RERAGIF A EIA -
government grants.
OTHER GAINS AND LOSSES 6. HftlzmKREE
2022 2021
—E-CH& —E-—F
RMB’000 RMB’'000
AREFT ARETT
Foreign exchange gains (losses), net b 34 Woas (548 ) 58 860 (259)

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

LOSS BEFORE TAX
This is stated after charging:

7. BREREE
T AEFARR NI IR

2022 2021
—E-—F B —F
RMB’000 RMB’000
AREFT AREFT
Finance costs AL E A
Interest on bank overdrafts RITEZ 2 FE - 9
Interest on lease liabilities MEBEZHE 55 93
55 102
Staff costs, including directors’ ETRAK  BFEES
remuneration S Ep
Directors’ emoluments (Note 8) BEEHM(AES) 2,991 2,453
Other staff costs: HME TR
Salaries, bonuses and other benefits e A R HA
& ¥ 9,914 9,022
Contributions to defined TE BB RRET B K
contribution plans 1,881 1,701
14,786 13,176
Other items Hib1gH
Auditor’s remuneration ZERET N & 603 579
Amortisation of intangible assets B EESE(BEHEE
(included in cost of sales) FXAS) 394 261
Cost of inventories (Note) BFERAMZE) 8,416 9,671
Depreciation of property, plant and ME - BB LR
equipment e 1,778 1,495
Depreciation of right-of-use assets CREEEE 968 1,193
Other rental and related expenses — HiERBREMAS —
short-term leases MHAHE 276 81
Write-off of inventories (included in FEZHE(BIEHEER
selling and distribution expenses) SR ) 46 190
Note: it

BE-_ZEZ-_—_#+-_A=+—BLEE
GFERABREEBETE TARA « #H -
WEREGCHEREERAIHNRBLOA
R#2,767,00070( —FE - —4F : AR
3326,000T) BEFALXHEENHEBS
B o

During the year ended 31 December 2022, cost of
inventories included approximately RMB2,767,000 (2021:
approximately RMB3,326,000) relating to the aggregate
amount of certain staff costs, amortisation, depreciation
and other rental and related expenses, which were
included in the respective amounts as disclosed above.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

8. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES

(a) Directors’ and chief executive’s emoluments

8. EERFIEMTHMAEHFMURER
= ¥R S 5

(a) EBERFETHAEHM

Date of appointment as

Name

f#

Mr. Zhang Shuguang
RERTLE

Mr. Zhang Chunguang
RELTE

Mr. Poon Lai Yin Michael
ERERE

Mr. He Jiaming
EEL b

Mr. Chan Kin Sang
BRigAE LA

Mr. Cheng Faat Ting Gary
BET K4

Mr. Chow Kwok Fai Joseph
[EEE LA

Position the director of the Company
Bl BZER(BE)ADAEZZAE
Executive director and chairman of 3 August 2017

the Board of Directors
PTESRESEIR “Z—+F/\A=H
Executive director and chief executive officer 3 August 2017

(Chief Executive)
RTESRERNTE (THER) —T—+F\A=H
Executive director and chief financial officer 3 August 2017
RTESRARNBE —Z—t%/\A=H
Executive director and business 14 January 2020

development director
RTESREBERES “E-EF-AtHA
Independent non-executive director 26 November 2018

BUFRNTESR “E-\Ft+-AZ1RE
Independent non-executive director 1 September 2020
BUFRTESR —TTFNA-R
Independent non-executive director 16 December 2020

BUFRTES

EREYEZERER AT Huakang Biomedical

“E-ZF+-A+RH

Holdings Company Limited
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

8. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

(a) Directors’ and chief executive’s emoluments
(Continued)

Directors’ and chief executive’'s remuneration for
the year, disclosed pursuant to the applicable
Listing Rules and the Hong Kong Companies
Ordinance, is as follows:

Year ended 31 December 2022

EERFTETHRAESHFMURER
REHESHMNZ)

(a) EBRFETHRAEHM(E)

R A LT AR REE R RHED
BRENFRAESEMERTHAR
BT -

BE-Z-_—_f+-HA=t+—HL

R
Contributions
Salaries to defined
Directors' and other  Discretionary  contribution
fees benefits honuses plans Total
#ER TR
- E20k Rt RErL HE 5 st
RMB000 RMB000 RMB000 RMB000 RMB000
ABEFR  ARETT  AREFL  ARETR AREFR
Executive directors HiTEE
Mr. Zhang Shuguang REELE - J5)] 300 69 621
Mr. Zhang Chunguang FEtRE - 308 300 81 689
Mr. Poon Lai Yin Michael BRERE - 897 34 28 959
Mr. He Jiaming R - M4 3 16 464
- 1,87 668 19 2,733
Independent non-executive ~ BUH#HTEZ
directors
Mr. Chan Kin Sang Ritts 86 - - - 86
Mr. Cheng Faat Ting Gary gETrE 86 - - - 86
Mr. Chow Kwok Fai Joseph AEELE 86 - - - 86
258 - - - 258
258 1,87 668 19 2,991
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For the year ended 31 December 2022 & FHZA=+—HIFE

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8.
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

(a) Directors’ and chief executive’s emoluments

EERFTETHRAESHFMURER

S

REHESHMNZ)

(a) EBRFETHRAEHM(E)

(Continued)
Year ended 31 December 2021 Bz —F+-_A=+—HIt
FE
Contributions
Salaries to defined
Directors' andother  Discretionary ~ contribution
fees benefits bonuses plans Total
EETUE Hitrigh BT SRR a5t
RMB000 RMB000 RMB000 RMB000 RMB000
NEETT  ARETT  ARETT AREFT ARETI
Executive directors HiEZ
Mr. Zhang Shuguang Yk - 246 2 62 333
Mr. Zhang Chunguang FEELE - 21 60 68 399
Mr. Poon Lai Yin Michael ARERE - %7 3 2 1,027
Mr. He Jiaming RHEE - 397 3 15 445
- 1,881 151 1 2204
Independent non-executive ~ BU#HEE
directors
Mr. Chan Kin Sang RiEts 8 - - - 8
Mr. Cheng Faat Ting Gary PETEE 8 - - - 8
Mr. Chow Kwok Fai Joseph eyt 83 - - - 83
249 - - - 249
249 1,881 151 172 2453

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

8. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

(a) Directors’ and chief executive’s emoluments
(Continued)

Mr. Zhang Chunguang’s emoluments disclosed
above included those for services rendered by
him as chief executive officer during the years
ended 31 December 2022 and 2021.

The executive directors’ emoluments shown
above were for their services in connection with
the management of the affairs of the Company
and the Group. The independent non-executive
directors’ emoluments shown above were for
their services as directors of the Company.

Discretionary bonuses are determined based
on the results of the Group and individual
performance during both years.

During the years ended 31 December 2022
and 2021, no emoluments were paid by the
Group to the directors of the Company as an
inducement to join or upon joining the Group
or as compensation for loss of office. There was
no arrangement under which a director or the
chief executive waived or agreed to waive any
remuneration during both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

8. DIRECTORS’" AND CHIEF EXECUTIVE'S 8.

EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

(b) Five highest paid employees

The five highest paid employees of the Group
for the year ended 31 December 2022 included
three (2021: three) directors, details of whose
remuneration are set out above. Details of the
remuneration of the remaining two (2021:
two) highest paid employees who are neither a
director of the Company nor chief executive of
the Group are as follows:

EERFTETHRAESHFMURER
REHESHMNZ)

(b)

IEREFES
BHE-_T-_F+-A=1+—H1t
FE AEEREESHEERE
—R(—E——F ZF)EE R
E2HFMFBEREN L - Flg
MG (—F=—F : j5 )RR
REBMIEAEEEEITRARD
BeFHEEZHMFBOT

2022 2021

—E-—F —E—F

RMB’'000 RMB’000

ANRB¥FrT AREFIT

Salaries and other benefits e REMEA 886 893

Discretionary bonuses FIFTEAL 360 75
Contributions to defined TE R FET BT R

contribution plans 97 45

1,343 1,013

The number of these non-director individuals
whose emoluments fell within the following
emoluments band is as follows:

HEHBNF o H e Em %5
EEATEEDT

Number of individuals

AE
2022 2021
—EC-CF —E-—F
Nil to HK$1,000,000 = %1,000,00058 7T 2 2

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S

EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

(b) Five highest paid employees (Continued)

During the years ended 31 December 2022
and 2021, no remuneration was paid by the
Group to any of these highest paid non-director
individuals as an inducement to join or upon
joining the Group, or as a compensation for
loss of office. There was no arrangement under
which any of these highest paid non-director
individuals waived or has agreed to waive
any emoluments during the years ended 31
December 2022 and 2021.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

EERFTETHRAESHFMURER
REHESHMNZ)

(b) EEREHER(E)

BE_Z-_—FR-_ZT-_—F+=
A=+—BLFE  AEERES
NEHEM TR AZEReHHFEEA
TEAMALREB SR IMARER
BeRETHBEREE HEZT
TERZTE—F+ZHA=T—
HIEFE  BMECAZEERSHIE
EEATREBEANLHRESXRE
WEEFAME -

INCOME TAX EXPENSE FRiSHiRA
2022 2021
—E-CF —E-—F
RMB’000 RMB’000
ARHEFT AEKFIT
Current tax ENHRF 18
PRC Enterprise Income Tax — AR (PSR —
current year REEZ 68 317

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 “High
and New Technology Enterprise” and therefore
is entitled to a concessional tax rate of 15%. The
entitlement of this tax benefit is subject to renewal
by respective tax bureau in the PRC every three years.
The latest approval for Shenzhen Huakang enjoying
this tax benefit was obtained in December 2020 for
the three years ending 31 December 2023.

Hong Kong Profits Tax has not been provided as the
Group had no assessable profit arising from Hong
Kong for the years ended 31 December 2022 and
2021.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

INCOME TAX EXPENSE (Continued)

9. FiEHim(#)

Reconciliation of income tax expense FRiS 6 X ¥ Bk
2022 2021
—ZE_-C —E-—F
RMB’000 RMB’000
AERETFT AREFT
Loss before tax B Al E 18 (3,007) (3,903)
Income tax at applicable tax rate B E25%
of 25% (2021:25%) ZE-—F :25%)
STERATEH (752) (976)
Tax effect of expenses not deductible S RIHIRR F B0 7%
for tax purpose B 1,515 1,771
Additional tax deduction on research and #1355 32 Mt hnfH 008
development expenses (Note) (B7aF) (623) (301)
Effect of tax concession granted ERHRIBEENTE (72) (177)
Income tax expense for the year FAMEHRX 68 317
Note: Mgt -

The State Taxation Administrative of the PRC announced
in March 2021 that technology-based small and medium-
sized enterprises engaging in research and development
activities would be entitled to claim an additional 100%
of their research and development expenses as super
deduction. The directors of the Company consider the

eligibility of the PRC subsidiaries and recognise the
additional tax deduction for the year ended 31 December

2022.

PEARKNBEEZRGRAR T - —F=
AEM - Bl RANT N EE2REREE
B SAEEEREIN00% TR R
MBEERER/NGIEG BE-_FT-—
TZA=+—HLEFE ARAEFEEE
R FERR A BT A B DA A FIRREE

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

INCOME TAX EXPENSE (Continued)
Unrecognised deferred tax liabilities

Under the relevant tax law and implementation
regulations in the PRC, withholding income tax
is applicable to dividend earned and payable to
investors that are “non-tax resident enterprises” in
respect of profits earned by PRC subsidiary since 1
January 2008, which do not have an establishment
or place of business in the PRC, or which have
such establishment or place of business but the
relevant income is not effectively connected with
the establishment or place of business, to the extent
such interest or dividends have their sources within
the PRC. Under such circumstances, dividends paid
by the PRC subsidiary to offshore group entities
shall be subject to the withholding tax at 10%
or a lower treaty rate. The Group is subject to
withholding tax in relation to the dividend paid by
the PRC subsidiary. As the Company has decided
not to declare any dividends from undistributed
earnings of the PRC subsidiary amounting to
approximately RMB47,188,000 (2021: approximately
RMB44,975,000) as at 31 December 2022 to the
immediate holding company of the PRC subsidiary in
the foreseeable future, no deferred tax liability has
been recognised in respect of these undistributed
earnings during the years ended 31 December 2022
and 2021.

No provision for deferred taxation has been made in
the consolidated financial statements as there were
no significant temporary differences arising during
the years ended 31 December 2022 and 2021 or at
the end of each reporting period.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

10. LOSS PER SHARE

11.

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

10. SREE

ARRHEBANBIEERERNERNE
TYERAT &R

2022 2021
—E-—F B —F
RMB’000 RMB’'000
AR¥FT ARETT
Loss: &g
Loss for the year attributable to owners  Fhat E G EANEIE
of the Company for the purpose of mEARRIHEAR A
basic loss per share JERFREE (3,075) (4,220)
Number of shares: BROHA :
Weighted average number of ordinary et E SR EAEE
shares of the Company in issue for the & AR AIE 1T
purpose of basic loss per share TR NETFHE 404,638,970 400,000,000

Diluted loss per share is the same as basic loss per
share as the effect of potential ordinary shares is
anti-dilutive during the years ended 31 December
2022 and 2021.

DIVIDENDS

No dividend was paid or declared by the Company
during the years ended 31 December 2022 and
2021, nor has any dividend been proposed since the
end of each reporting period.

11.

HE_T-_—_Fk-_FT-_—F+=A
—t+—HLFE BAREBEREFERT
REEERE - SR E SIS BRI E
RNEEAR -

R

HE_T-_—_FEk-F=_—F+=H
=t+—HLFE FARafBEkHHE
IKERRE - REEMERARTERS
IKHERAR S -

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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FH-A=+—HILLFE

12. PROPERTY, PLANT AND EQUIPMENT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HiE =T~ —

12. 1% - BERRE

Leasehold Plant and Office Motor ~ Construction
improvements  machinery  equipment vehicles  in-progress Total
HENEEE HEREE  HORE AE EBIE a3t
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
NEETL  AREFT  ARETT  ARETT  ARETT  ARETT
cost BA
At 1 January 2021 R_E-—-%-f-H 482 8410 1,639 1,552 397 16,820
Additions hE 743 1,309 914 o4 - 3,030
Transfer from construction-in- ~~ EERTI2ER
progress - 397 - - (397) -
Disposal e - 97) - - - 97
Fichange realignment [E B - - - (6) - (6)
At 31 December 2021 and i —d
1 January 2022 tZA=t-Rk
“$-"%-f-H 5,565 10,019 2,553 1610 - 19,747
Additions HE 178 454 17 - - 649
Exchange realignment L - - - 19 - 19
At 31 December 2022 R-8--&+-H
=t-H 5,743 10473 2,570 1,629 - 20,415
ACCUMULATED DEPRECIATION Z:itHERHESE
AND IMPAIRMENT LOSSES
At 1 January 2021 R-F-—-F-H-H 1,943 6,352 669 600 - 9,564
Provided for the year REERE 595 526 m 151 - 1,495
Fichange realignment AEEE - - - (1) - (1
At31 December 2021 and W_B--%
1 January 2022 TZAZ+-BR
“2-"f-f-H 2538 6,878 892 750 - 11,058
Provided for the year TEEER 590 656 38 147 - 1778
Exchange realignment EHAE - - - 7 - 7
At 31 December 2022 R-B--E
+ZA=t-A 3128 7,534 1217 904 - 12,883
CARRYING VALUES FaE
At 31 December 2022 R-B--&E+ZR
=t-f 2,615 2,939 1,293 125 - 1572
At 31 December 2021 2 g
] 3,027 3141 1,661 860 - 8,089
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

12. PROPERTY, PLANT AND EQUIPMENT

13.

(Continued)

The above items of property, plant and equipment

12. Y15 - BMERRBE)

btz - BB RREEEB TR T8

are depreciated on a straight-line basis over the BIABAEINE -
following periods:
Leasehold improvements 5 years to 10 years or HEMEEE hE+F
over the lease period REEER
Plant and machinery 5 years to 10 years RS K2tk RAETHF
Office equipment 5 years to 10 years NS hETF
Motor vehicles 5 years B hEF
LEASES 13. HE
At At
31 December 31 December
2022 2021
R-B--F R-ZT-_—%F
+=A +=A
=t+—H =+t—H
RMB’000 RMB’000
AERETFT AREFT
Right-of-use assets (Note (a)) EREEE(H:@E) 696 1,664
Lease liabilities (Note (b)) HEREHFD)
Current BIEA 410 1,019
Non-current JEBNER 59 665
469 1,684

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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For the year ended 31 December 2022 E %=

13. LEASES (Continued)

TooFt-A=t-ALFE

=

13. HE(#)

(a) Right-of-use assets (a) EAEE
Factories
Motor and office
vehicles premises Total
ITRR
"E WAEYE st
RMB’000 RMB’000 RMB’000
AEETFT AREFT ARETT
Reconciliation of carrying ~ BREIE%ER
amount - year ended -BE-2=-F
31 December 2021 +-A=+—-HLEE
At 1 January 2021 M-Z-—4%—F—H 434 1,998 2,432
Addition NE - 425 425
Depreciation e (108) (1,085) (1,193)
At 31 December 2021 NZE——
+=A=1+—H 326 1,338 1,664
Reconciliation of carrying  BREIE %R
amount - year ended -Bz-s-——&
31 December 2022 TZA=+—HLEE
At 1 January 2022 RZEZZF—F—H 326 1,338 1,664
Depreciation e (108) (860) (968)
At 31 December 2022 .
+-A=1+—H 218 478 696
At 31 December 2021 R-ZB-—-&
+=A=+-H
Cost BEN 542 3,596 4,138
Accumulated depreciation ZEHTE (216) (2,258) (2,474)
326 1,338 1,664
At 31 December 2022 N-BE-—F
T=A=t+-H
Cost BEN 542 2,746 3,288
Accumulated depreciation ZEHITE (324) (2,268) (2,592)
218 478 696
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

13. LEASES (Continued) 13. HE(#)

(a) Right-of-use assets (Continued) (a) FRHEEEZE)
The Group leases various motor vehicles, AEBBEEETAE BERPAQ
factories and office premises for its operation. YHERRNESE - HESGHNEE]L
The lease contracts are entered into for fixed BEFH_—_Z=2RF (T -—4F:
term of 2 to 5 years (2021: 2 to 5 years). ZEAF) e
The total cash outflow for leases (including BE_T-_F+-A=+—HL
other rental and related expenses) for the year FE - -HEMBRESREAE(RE
ended 31 December 2022 were approximately HiBERBERS) ORARE
RMB1,564,000 (2021: approximately 1,564,000 ( ZF=—4F - ALK
RMB1,548,000). #1,548,000T) °
Certain leases impose a restriction that, unless ETHEER—BRS - RIFES
the approval is obtained from the lessor, the HHARE - SRIEAEEEEZER
right-of-use asset can only be used by the AAREER - WA EAREEL
Group and the Group is prohibited from selling EREFEEEE -
or pledging the underlying assets.

(b) Commitments and present value of lease (b) HEEBHNAERAE
liabilities

Present value of

Lease payments lease payments

HENR RENRNRE

At 31 December At 31 December

Rt=A=t—-H R+=RA=+-H
2022 2021 2022 2021

—E--f -—E-—% Bz —E-_—F
RMB’000 RMB'000 RMB’000 RMB'000
ARBFT AEETFT AREFT ARETFT

Amounts payable: FERROA
Within 1 year —FR 424 1,073 410 1,019
More than 1 year but within B —%
2 years BORME 60 680 59 665
484 1,753 469 1,684
Less: future finance charges  J& : RRHIBEH (15) (69)
469 1,684
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

14. INTANGIBLE ASSETS

14. B EE

Development costs

BR A
RMB'000
ARBTF T
cosT e
At 1 January 2021 R-ZZE-_—F—H—H 4,661
Additions NE 380
At 31 December 2021 and 1 January 2022 W_ZE-_—F+_A=+—H
rZEZ_—_F—HF—H 5,041
Additions NE 162
At 31 December 2022 R-B-_—F+=-HA=+—H 5,203
ACCUMULATED AMORTISATION L £
At 1 January 2021 RZTEZ—F—H—H 1,737
Provided for the year NEERE 261
At 31 December 2021 and 1 January 2022 WZ-ZT-_—F+-A=+—H
rZEZ_—_F—HF—H 1,998
Provided for the year REE R 394
At 31 December 2022 N-EBE-_—_F£+=-H=+—H 2,392
CARRYING VALUES BREE
At 31 December 2022 R-—-EBE-_—_F£+=-HF=+—H 2,811
At 31 December 2021 R-_E-_—F+_-_A=1+—H 3,043
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

14. INTANGIBLE ASSETS (Continued)

Development costs are internally generated at the
development phase and amortised on a straight-line
basis over 5 years. This asset is tested for impairment
where an indicator of impairment appears.

The carrying amounts of intangible assets yet to
be available for use at 31 December 2021 were
approximately RMB1,831,000. The Group has no
intangible assets yet to be available for use at 31
December 2022.

The Group carries out annual impairment test
for intangible assets yet to be available for use
by comparing their recoverable amounts to their
carrying amounts at the end of the reporting period.

The recoverable amount of intangible assets yet to
be available for use were assessed on the value in
use calculations using pre-tax cash flow projections
which is approved by management. The estimated
revenue and costs for each individual intangible asset
were based on management expectation. Projected
cash flows are discounted at a suitable pre-tax
discount rate to reflect the specific risks involved over
the forecasted period. At 31 December 2021, the
management is of the view that the intangible assets
yet to be available for use were not impaired as their
recoverable amounts exceed their carrying amounts.

14. B EEE)

BRAARTINEBEREBABES - IR
SFERLEREHE - EHRBETR
B RREEAETRERR -

R-ZE - —F+_-_/A=+—8B#H&kd
HERNEFEEREAEENAAR
#1,831,000c c RZE-_—_F+_A1
=+—H  XEEEHRTHRERANE
FEE -

REEE BB RS BR AR HEH
BEEANOSREERMESZFE
WEEETFERERH -

MARRERAEEEENTKESEET)
REAEBENENE  EREAEEE
HOEMT AR SRR - ZRIBERER
BEMGHTRE RN AERE R ETEH
TE - BRRERETNIREEHATRLIR
KT LABRIR - DARBRTERIEARS AT I A
BRERE RZTE__FER-_FT-—F
+ZA=+—H ERERAHKIH
FARPEETELERE  RAZE
A eI S RERAHAREE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

15. INTEREST IN AN ASSOCIATE 15. A—EBE QTN ERS
2022 2021
s —E-—4F
RMB’000 RMB’000

ARETFT ARETT

Share of net assets MEEBEFE

As at 31 December 2022, the Group had interests in
the following associate:

RZEZ_—_F+-A=+—"H ' ~&EH
KA T E AR A R

Principal
place of Proportion of
business and Paid-up  value of issued
place of issued  capital held by
Name of associate incorporation capital the Company Principal activities
TREXMY ARARFERT
BENT AR REMAL i R BRRA BRABELL FEEBEH
Smartronic Limited (“Smartronic”)  Hong Kong HK$100,000 49%  Sales of healthcare
(2021: (Note) products and
HK3$100,000) (2021: 49%) supplements
BRENBRAR(TEREAN)  FE 100,000/ 7T 49% HERFERK
—E- (F1iE)  REm
100,000/ 7T) —F-—F:
49%)
Note: Bt

On 3 June 2020, the Group entered into a shareholders’
agreement with an independent third party to acquire
Smartronic with nil identifiable assets, pursuant to which
the Group and the independent third party held as to 49%
and 51%, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

15. INTEREST IN AN ASSOCIATE (Continued)

The associate is accounted for using the equity
method in the consolidated financial statements.
There are no capital commitment and contingent
liabilities in relation to Smartronic.

Relationship with associate

Smartronic is engaged in sales of healthcare products
and supplements in PRC and HK through the cross-
border e-commerce platforms and other platforms
and channels, which could allow the Group to
benefit from Smartronic’s operations.

Fair value of investment

Smartronic is not listed and there is no quoted
market price available for the investment.

Financial information of associate

Summarised financial information of the associate
of the Group is set out below, which represents
amounts shown in the associate’s financial
statements prepared in accordance with HKFRSs and
adjusted by the Group for equity accounting purpose
including any differences in accounting policies and
fair value adjustments.

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

15. A—EBE N TINERS(E)

s N E IR AR AR AR A M ISR
AR o BHE I GERI 1 B B B A AE
K REIE

EARE N R B R
BB NEBBEREFRABTFEARE
b F e MRENTE LB BEFHER
FEmMMRER  SAEEREEEE
NEFEMH X o

REZRVE

BRERINW AR LT B EIRENT ISR
’fg o

N,

BENTRZHBER
ES

REBBERR 2 MBERBAIT -
HigB 2 NRIRBER BV RS LR
B MRS WEAREE R
Bm ST EMIFLHEE - BREREE
RAVHEREZTMESE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

15. INTEREST IN AN ASSOCIATE (Continued) 15. R—EBE AR ER (&)

2022 2021
—Eg-= —E—F
RMB’000 RMB’000
AR¥FT ARETFTT
Gross amounts
Current assets 4,806 5,625
Current liabilities (7,180) (6,670)
Net liabilities (2,374) (1,045)
Included in above:
Cash and cash equivalents 17 268
Reconciliation
Gross amount of net liabilities (2,374) (1,045)
Group’s ownership interests and
voting rights 49% 49%

Carrying amount of the Group's
ownership interests
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

15. INTEREST IN AN ASSOCIATE (Continued) 15. A—EBE X NER(E)
2022 2021
—Eg-= —E—F
RMB'000 RMB'000
ARMTFT AREFT
Gross amounts AEDEE
Revenue e 117 3,423
Loss and total comprehensive expense FABEREZHE
for the year il % 48 58 (1,213) (640)
Included in above: FPAL#IEE -
Interest expense MEFX - (301)

There are no share of loss of the associate to the
Group during the years ended 31 December 2022
and 2021. The unrecognised share of loss of the
associate for the year ended 31 December 2022
and cumulatively up to the end of the reporting

period amounted to approximately

RMB594,000

(2021: RMB314,000) and RMB1,126,000 (2021:

RMB532,000), respectively.

HE_Z-_—_FK-_T-_—F+-H
=+—HLIEFE  KANEEWES(GH
BNRER BE_ZTE-__F+_A4
= t+—HLEFERZFEERSETHR
KERZ DI E R B EED B AN
R¥594,0007t( —FE-—%F : ARK
314,0007T) % NER¥1,126,0000( =&
——F : ARM532,0007T) °
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16. CONSIDERATION PAID FOR ACQUISITION

OF EQUITY INVESTMENT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

16. RUSREREVHIHE

2022 2021
—E-= —E-—F
RMB'000 RMB’'000
AR¥FT ARETT
Consideration paid for acquisition VS AR IR & 2 |
of equity investment HE 1,900 —

On 19 December 2022, Shenzhen Huakang, an
indirect wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement (the
“Sale and Purchase Agreement”) with Shenzhen
Maxson Technology Development Company Limited*
(the “"Vendor”), pursuant to which the Vendor
agreed to sell, and Shenzhen Huakang agreed to
purchase, 19% equity interest in Hainan Jinnuosai
Medical Technology Company Limited* (“Hainan
Jinnuosai”), a company incorporated in the PRC
with limited liability and is principally engaged in the
manufacturing and sale of anoectochillus formosanus
extractive (“AFE") products and related supplements
in the PRC, at a cash consideration of
RMB1,900,000. The Group had fully paid the
consideration directly to Hainan Jinnuosai on 19
December 2022 as paid-up capital in accordance
with the Sale and Purchase Agreement and
Shenzhen Huakang will become shareholder of
Hainan Jinnuosai pending registration with relevant
authorities in the PRC. As at 31 December 2022, the
transaction has not been completed.

On 9 February 2023, Shenzhen Huakang and the
Vendor entered into a supplemental agreement
to the Sale and Purchase Agreement to amend
and supplement certain conditions of the Sale and
Purchase Agreement, pursuant to which if the
conditions are not fulfilled on or before 30 June
2023, the Vendor shall refund to Shenzhen Huakang
the consideration of RMB1,900,000 and Shenzhen
Huakang shall return to the Vendor the 19% equity
interest in Hainan Jinnuosai.

English translation is for identification purpose only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

16. CONSIDERATION PAID FOR ACQUISITION

17.

OF EQUITY INVESTMENT (Continued)

The Vendor is a company incorporated in the PRC
with limited liability and is principally engaged in
sales of healthcare foods and supplements in the
PRC. The Vendor is controlled by one of the ultimate
beneficial owners of Hainan Jinnuosai who is also
one of the directors of the Company’s controlling
shareholder and one of the ultimate beneficial
owners of Smartronic.

The transaction of the 19% equity interest has not
been completed up to the date of this report. Details
of the transaction were set out in the Company’s
announcements dated 6 January 2023, 7 February
2023 and 9 February 2023.

The consideration paid was guaranteed by a deed
of personal guarantee executed by Mr. Zhang
Shuguang in favor of the Group on 21 March 2023.
Mr. Zhang Shuguang is a director and one of the
controlling shareholders of the Company.

16. RUISREREVHHEE)

Bh A~ KRPBEEMKIZA AR AR
BEERR ERETERERERDM
HmAEE - EHMED —RIERER
EEHEHEBENEP - ERKEDER
AN MBARAEHERBRRNEP —RE
ENERENEP - 2NREEREA
A o

HEAREH  Z19%BERXHH K
T o R FBHENRARRAPA=T
—=F—HRXB - ZEZ=F"H+tH
MZZEZ=F_RhBHNAE -

R-ZTB-_=F=A=-+—08 - BEIRE
RESZNOEERRELEEURER
BZam NBE W EABRZIBRIERER
RENTERBERRREEREP—HT
REAE R o

INVENTORIES 17. F&
2022 2021
—E-CF —E-—F
RMB’'000 RMB’000
AR¥FiT ARKTT
Raw materials R4 EL 1,790 1,890
Finished goods K oh 1,326 2,320
3,116 4,210

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HiE =T~ —

18. TRADE RECEIVABLES

FH-A=+—HILLFE

18. E5 EBWFIEA

2022 2021
s —E—F
RMB'000 RMB'000
ARMTFrT AREFT
Trade receivables from third parties EWE=R2E5
FEW IR 13,841 13,397
Less: allowance for credit losses B EEEEEE (4,371) (3,998)
9,470 9,399

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 (2021 30 to 180 days) to these customers and
there is no credit period granted to other customers.
The following is an aged analysis of trade receivables
(net of allowance for credit losses) presented based

on the dates of delivery of goods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

18. TRADE RECEIVABLES (Continued)

18. EZ WA (E)

2022 2021

s —E-—4F

RMB'000 RMB'000

AR¥For ARMTF T

0-30 days 0E30K 1,530 2,274
31-90 days 31E90K 2,742 2,773
91-180 days 91£180K 2,579 1,953
Over 181 days HBiE181K 2,619 2,399
9,470 9,399

As at 31 December 2022, included in the Group’s
trade receivables balance are debtors with aggregate
carrying amount of approximately RMB8,277,000
(2021: approximately RMBS8,259,000) which are past
due as at the end of reporting date. Out of the past
due balances, approximately RMB4,646,000 (2021:
approximately RMB3,754,000) has been past due 90
days or more and is not considered as in default by
considering the historical payment arrangement of
these trade receivables. The Group does not hold any
collateral over these balances.

Details of impairment assessment of trade receivables
are set out in Note 30 to the consolidated financial
statements.

RZEZZF+ZA=+—H " AR
SEBSEWFBEHRARERRELY
BARKS,277,000C( = F=—4F - 4
AR #8,259,000T ) I EWFRIE » %%
HBERRERRGE - 2584
grep - YA R¥4,646,0000( —F = —
F : A KHE3,754,0007T) E 8 HI90 K
K HBIBIOK BT % EE 5 EWHIR
HIBERNRELH - THRBEL - A&
B B2 S AT A RS -

BRAE S RUGRIRRER G IR RN
BB HRERMTEI0
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 E %=

19. OTHER RECEIVABLES,

—E-—F+-_A=t+—HIEFE

DEPOSITS AND

19. EfbfBIRIR - BERFANTE

PREPAYMENTS
2022 2021
—E-—F B —F
RMB’000 RMB’000
AREFT AEETT
Other receivables Hoh U RIR 2,059 2,329
Advance payment to suppliers TR R EA R 1,074 1,077
Other prepaid expenses HhEBNFX 261 298
Loan receivable (Note) FEWE KR (HaE) 3,800 -
Rental and other deposits He REMIRE 151 144
7,345 3,848
Note: Bt -
On 20 December 2022, Shenzhen Huakang entered into a —E-F+-—A=-+H - FYIERREE

loan agreement with Hainan Jinnuosai, pursuant to which
Shenzhen Huakang agreed to grant an unsecured loan in
the principal amount of RMB3,800,000 with maturity date
on 19 December 2023 and bearing interest at the rate of
5.75% per annum as amended and supplemented by a
supplemental loan agreement dated 9 February 2023.

The loan was subsequently guaranteed by a deed of

TrEBERA BB - Bt REERE

RHEERER

R & AREE3,800,000

T REAA-—E-=—%+—-A+NE  F
NEAE575%  K-_E-_=F_"ANBHHX

e
B

R-ZE-_=F=H=-+—8 "

WhRIERT FIMTE ©

ZERERH

personal guarantee executed by Mr. Zhang Shuguang
in favor of the Group on 21 March 2023. Mr. Zhang
Shuguang is a director and one of the controlling
shareholders of the Company.

Details of the provision of loan were set out in the
Company’s announcements dated 6 January 2023, 7
February 2023 and 9 February 2023.

Details of impairment assessment of other receivables are
set out in Note 30 to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

20. BANK BALANCES AND CASH

Bank balances are carrying interest at prevailing
market rate at the end of each reporting period
and the bank balances and cash that are not
denominated in the functional currency of the
relevant group entities are as follows:

20. BITEBRKRES

BT BRI R RIR T IIRAR
B R R E TR A S
B2 RTEBRASIT ;

2022 2021

—E-= —E-—F

RMB’000 RMB’000

ARMTFT AREFT

Hong Kong Dollars (“HK$") B (l#Exl) 763 978
United State Dollars (“US$") En([%Ex)) 5,886 5,417
Canadian Dollars (“CAD") X mrxl) 71 73

As at 31 December 2022, bank balances that
were placed with banks in the PRC amounted to
approximately RMB32,469,000 (2021. approximately
RMB35,156,000). Remittance of funds out of the
PRC is subject to the exchange controls imposed by
the PRC government.

The Group performed impairment assessment on
bank balances and concluded that the probability of
defaults of the counterparty banks are insignificant
and accordingly, no allowance for credit losses is
provided for the years ended 31 December 2022 and
2021.

RZE-_—_F+_A=+—H &FW
RAARRMRITZIRITERDABARE
32,469,0007C( = F = —1F : HARK
35,156,0007T) ° B & &R BEKES
B B BT B9 SN S HIU AR TE PR 1]

REBERITHEMETRETEIL RS
HFFRITENO TR EN - B
b BE_F__FR-_FT_—F+=
RA=+—BHIEFE  #iETREEBE
B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

21. 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 (2021: 30 to 90
days) is granted by these suppliers. The following is
an aging analysis of trade payables presented based
on the invoice date:

21.

B 5 ENRIA

BE - ANEESEEUSMER R HEER
TEfTFRIE o BB BT Pl e B TET K
BIER TEMEBIRN TAREE - R
NFI0KREQKR(ZF=-—4F : 30k F
X)) 2 ZEH - ERBEERHNES
JERFRIERBRER AT T -

2022 2021
—Eg-= —E-—F
RMB’000 RMB’000

AREFT ARETT

0-30 days 0£30K 77 193
31-90 days 31290k 67 40
Over 90 days FB3EI0K 685 484

829 717
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE MWK

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

22. OTHER PAYABLES AND ACCRUED CHARGES

22. HttENRIER BT E A

2022 2021
—Eg-= —E—F
RMB’000 RMB’000
ARETFT AREFT
Other accrual and payables HAb T &M L ER
RIE 2,292 1,465
Payables for purchase of property, plant  UREE¥IZ - R K&
and equipment RN IE 1,140 1,140
Salaries payables N E® 2,420 1,790
5,852 4,395
Other payables and accrued charges that are not WIEREBEEEREERTECE
denominated in the functional currency of the fhER RIE R EAERIT ¢
relevant group entities are as follows:
2022 2021
—EC-CF —E-—F
RMB’000 RMB’000
AR¥FIT ARETT
HK$ BIT 1,749 1,697
CAD i 40 -

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

23. CONTRACT LIABILITIES

23. EHERE

2022 2021
—Eg-= —E-—F
RMB’000 RMB’000
ARETFT AREFT
Contract liabilities regarding sales of HEEYRAE -
biological reagents, auxiliary reproductive #BhA & F S MR &
supplies and equipment and healthcare LA K fd 52 2 fn J2 AR 2
products and supplements mZaHBE 1,267 2,171

When the Group receives a deposit before delivery
of goods, this will give rise to contract liabilities at
the start of a contract, until the revenue recognised
when the goods are (i) delivered to the customers’
warehouse on which the customers obtain control
of the goods or (ii) collected by the customers
directly from the Group’s warehouse, as appropriate.
The amount of deposits requested varies amongst
different contracts. The decrease in contract liabilities
in the current year was mainly attributable to
decrease in contract activities in healthcare products
and supplements business.

The contract liabilities amounting to approximately
RMB2,171,000 and RMB2,143,000 as at 1 January
2022 and 2021 were recognised as revenue in profit
or loss for years ended 31 December 2022 and 2021,
respectively. In the opinion of the directors of the
Company, the contract liabilities as at 31 December
2022 and 2021 are expected to be recognised as
revenue within 12 months and therefore classified as
current liabilities.
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25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

DEFERRED INCOME - GOVERNMENT
GRANTS

The Group received grants from the PRC government
authorities for funding of acquisitions of plant and
equipment for conducting research and development
of the biological reagents which benefits the society
as a whole. The relevant deferred income would be
amortised over periods ranging from 5 to 10 years
which represented the useful lives of the relevant
assets.

24. ETEW A — BUFFEBY

AREE BT BEBFHERE R H
RS K iz B B B UETTE M E
B HBENATSERNE - A%
BEIEW ARG5S E10F NS - BNE R
BEMAERFH -

2022 2021
—E-CHF —E-—F
RMB’000 RMB’000
AR¥FiT ARKTT

Analysed for reporting purposes as: HmEERTAT
Non-current liabilities ERBAE 38 53
Current liabilities MEEE 15 15
53 68

AMOUNT DUE TO AN ASSOCIATE

The amount due is unsecured, interest-free and
repayable on demand.

25. BNBE NRFE

ARRENREABER R RARE

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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26. RETIREMENT BENEFIT SCHEMES

The employees of Shenzhen Huakang are members
of a state-managed retirement benefit scheme
operated by the PRC government. The Group is
required to contribute certain percentage of payroll
costs to the retirement benefit scheme to fund the
benefits. The only obligation of the Group with
respect to the retirement benefit scheme is to make
the specified contributions.

The Group also participate the Mandatory Provident
Fund Scheme (the “MPF Scheme"”) under the rules
and regulations of the Mandatory Provident Fund
Schemes Authority in Hong Kong. The Group's
eligible employees are required to join the MPF
Scheme. The Group has followed the minimum
statutory contribution requirement of 5% of eligible
employees’ relevant aggregated income with a cap
of HK$1,500 per employee per month.

The total expense recognised in profit or loss of
approximately RMB2,075,000 (2021: approximately
RMB1,873,000) for the year ended 31 December
2022, represents contributions payable to these
plans by the Group at rates specified in the rules of
the plans.

As at 31 December 2022, contributions which had
not been paid over to the plans amounted to Nil
(2021: Nil).
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26. RKERIGHE

A EFREESTEBREECERE
ERAREFEEIKE - NEBBRF T
RS T B L RER AR R B -
RENRERES - AEERRKEFE
8|2 ME—FA IR E AR -

AEENTBREBEEERGFERESFHET
B B2 &0 KA G2 ER SN ES T
E([aELsEl]) - AEBEFEERBHD
EBEZ2HEZTE - AEEEETHE
EEHRERK(MEEREEEBBY
AHI5% - EGZEET HTiE®1,500
HIT) °

HE_T-_—_F+-_A=+—HILHF
B REZERAIBENHNARYK
2,075,00070 ( = FE = — 4 : A M
1,873,0005T) © BASE B EIRT &R
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27. SHARE OPTION SCHEME

The Company has adopted a 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 its employees,
Directors and other eligible participants for their
contributions to the Group and to assist the Group
in its recruitment and retention of high caliber
employees and other eligible participants who are
instrumental to the growth and development of the
Group.

The total number of shares which may be allotted
and issued upon exercise of all options to be granted
under the Share Option Scheme and any other
shares option schemes of the Group must not in
aggregate exceed 10% of the total number of
shares in issue on the date which the Share Option
Scheme is approved, which is 40,000,000 shares
("Scheme Limit”). The maximum number of shares
issued and issuable to each eligible person under the
Scheme in any 12-month period shall not exceed
1% of the total number of shares of the Company
in issue as at proposed grant date. Any further grant
of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

27. RS

KRB EREBRER-_ZT_TF—A
T=HMRREIAE BB —IBE
MREREWERETS ([ BRRES
gl]) - BIRERTEI AR RN REZE
e BEREHES EZRHEMA
BERSEEHASEEL TR - FRH
PAREERERRBSEZEEE LEM
HASERNREAEREFEENSER
L o

EHITEARBRERE S R AN KB A E
BB AR R T B3 HH 2 P B BB AR R i A 8k
fess REIT RN BEERTBEBB
B EELNL EE HE BITRHEEN
10% -+ B[40,000,000 f% B 153 ([ &t &I PR
) - REM+ @A HEREFEE
BOIRAIBRITTE—REeERALTZR
MEE  ZE T FHRBARANERR
LA EBITRODBE Z1% © £
E—IERHBHIEREE C BREREER
RRRE RS E#E -
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27. SHARE OPTION SCHEME (Continued)

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to
any of their associates, are subject to approval in
advance by the independent non-executive directors.
In addition, any share options granted to an
independent non-executive director or a substantial
shareholder of the Company, or to any of their
associates, in excess of 0.1% of the total number of
shares of the Company in issue at any time and with
an aggregate value (based on the closing price of
the Company’s shares at the date of grant) in excess
of HK$5,000,000 within any 12-month period, are
subject to shareholders’ approval in advance in a
general meeting.

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 person 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.
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27. BBRESTEI(E)

MARAIES TETHRABREER
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27. SHARE OPTION SCHEME (Continued) 27. BBRESTEI(Z)
The movement during the year and the share options FREPYIN T _F+A=+—
outstanding as at 31 December 2022 were as ARARITEERENERAT
follows:
Number of share options
BhREHA
As at Granted Exercised Forfeited As at
1 January during during during 31 December
2022 the period the period the period 2022
R-B--%& -
Category of the grantees AR AER -A-H REREHL RERTE RERER t=B=t+-A
Executive Directors YTES
Mr. Zhang Shuguang (Note) ~ RE®EE(Hi2) 4,000,000 - - - 4,000,000
Mr. Zhang Chunguang (Note) ~ R&E (M) 4,000,000 - - - 4,000,000
Mr. Poon Lai Yin Michael (Note) BB %4 (#:#) 4,000,000 - - - 4,000,000
Mr. He Jiaming (Note) EBRLENE) 4,000,000 - - - 4,000,000
Other employees (Note) R8I M) 7,504,000 - - - 7,504,000
Total st 23,504,000 - - - 23,504,000
The movement during the year and the share options FREGH R - EBE-_—F+-_A=+—
outstanding as at 31 December 2021 were as ARARITEBERENERAT
follows:
Number of share options
BiRENE
As at Granted Exercised Forfeited As at
1 January during during during 31 December
2021 the period the period the period 2021
RIB_-F RZB_-F
Category of the grantees &% AR —A-H RERET REIRfT(E REmsY  +-A=t-A
Executive Directors YTES
Mr. Zhang Shuguang (Note) ~ RENX E£(Wiz) 4,000,000 - - - 4,000,000
Mr. Zhang Chunguang (Note) ~ R&EE4E(Hi2) 4,000,000 - - - 4,000,000
Mr. Poon Lai Yin Michael (Note) EHEE %% (Hii7) 4,000,000 - - - 4,000,000
Mr. He Jiaming (Note) AL 4,000,000 - - - 4,000,000
Other employees (Note) R8I MrE) 9,504,000 - - (2,000,000) 7,504,000
Total b 25,504,000 - - (2,000,000) 23,504,000
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27. SHARE OPTION SCHEME (Continued)

Note:

The closing price of the shares immediately before the
date on which the options were granted during the year
ended 31 December 2020 is HK$0.125. The exercise price
is HK$0.125. The exercise period during which the options
may be exercised is the period from the date of acceptance
to 8 April 2030 (both days inclusive). The date of grant was
9 April 2020.

No share options had been granted, exercised or
forfeited during the year ended 31 December 2022.
As at 31 December 2022, the number of shares
in respect of which options had been granted and
remained outstanding was 23,504,000 (2021:
23,504,000).

During the year ended 31 December 2021,
2,000,000 share options granted were forfeited
upon the resignation of the grantees as employee
of the Group (“Resignation”). None of the share
options were exercised and such grantees were no
longer eligible to the Share Option Scheme upon the
Resignation.

All the existing share options of the Company are
vested upon granting.

The fair values of share options determined at the
date of grant using the Binomial Option Pricing
Model was at HK$0.1125 per option, with the
following key inputs:

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

Share price at the date of grant HK$0.125
Exercise price HK$0.125
Expected life 10 years
Expected volatility 103.1%
Dividend yield Nil
Risk-free interest rate 0.778%
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27. BBRESTEI(E)

Wit -

REE-_ZT-_TF+_-_A=1+—HILEER
EERNZERENE BRI 2RO KTES
0.125/8 7T » {T{E(B/A0.1258 7T » AJ{7{FEE
BEZITEHRRZEANEE_S=TFIHAN
H(EEMABEEAR) - REAHA=-Z=
ZEMYANH -

HE_T-_—_F+-_A=+—HLtHF
B M3 1T 3008 WA ] B AR
Bo-HEZE-_—_F+-_A=1+—
B EREEDRTEBRENRND
# B A23,504,0000% ( = F = —4F :
23,504,0008%) °

BT F+-_A=+—HIHF
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SHARE OPTION SCHEME (Continued)

The Binomial Option Pricing Model has been used
to estimate the fair value of the share options.
The value of the share options is subject to the
limitation of the Binomial Option Pricing Model and

27.

BBREREE)

IR ERAEE BRI ARMEE B
2 NVHE - BiEZEBEX ZAAE
P E BREANRS N ZHEE AN
EQ;EE’JTEJ‘“%EBE THBAERKNOE

a number of assumptions which are subjective and % SHATEGBBEERKEATE -
difficult to ascertain. Changes in the subjective input
assumptions could materially effect the fair value
estimate.
SHARE CAPITAL 28. A
Number Equivalent to
of share HK$ RMB'000
i
RHG#E AT ANEEFT
Authorised: EE
At 31 December 2021 and RZB-—F+ZA=1+-RAk
31 December 2022 —B__Ft-A=1-H 1,000,000,000 10,000,000 8,851
Issued and fully paid ordinary ~ BR0.01ETZERTR
shares at HK$0.01 per share: BRLER:
At 31 December 2021 and RIZZ-E+ZA=1-BRk
1 January 2022 ZECZF+tZA=1-H 400,000,000 4,000,000 3,509
Issue of shares upon placing (Note) - EREEH1TRID (H/2) 14,472,000 144,720 128
At 31 December 2022 R-E-ZFE+ZA=1-R 414,472,000 4,144,720 3,637
Note: Wit -

On 29 July 2022, the Company entered into a placing
agreement with a placing agent, pursuant to which the
Company has conditionally agreed to place, through the
placing agent, up to 30,000,000 placing shares to not
less than six independent placees at the placing price of
HK$0.18 per placing share. The placing was completed
on 6 September 2022 and total of 14,472,000 placing
shares have successfully been placed. The net proceeds of
approximately HK$2,580,000 (equivalent to approximately
RMB2,305,000) of which approximately HK$145,000
(equivalent to approximately RMB128,000) was credited
to the Company’s equity under share capital and the
remaining balance of approximately HK$2,435,000
(equivalent to approximately RMB2,177,000) was credit
to the Company’s equity under share premium. The
placing shares rank pari passu with all existing shares in all
respects.

EREYES

RIEBE-—F+A-+NH AQRHEHEES
RIBAFIVREHZE - BUARTEIGEE
EEBBAREEREEART DR EE AR
A& 530,000,000/ B E RN ELEE A
BRAEERMD0.18ET - KER =T ==

NANBTERK - & 14,472,000 i% B & I%
MERINEE - FT135IEF 542,580,000
BT (HE R ARE?2,305,0005T) @ B
#3145,0007 7T (M2 & R 49 A K 128,000
TR AR ARIIRATE T - #A T EHA
2,435,000 7T (FHE R HARME2,177,000)
FFARGIREIR THAR G #Em o IBERHD
& HAERERNZEEREMHAL
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29. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities
in the Group will be able to continue as a going
concern while maximising the return to shareholders
through the optimisation of the debt and equity
balance. The Group’s overall strategy remains
unchanged from the current and prior years.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising
issued share capital, accumulated profits and other
reserves.

The directors of the Company review the capital
structure regularly. As part of this review, the
directors consider the cost of capital and the risks
associated with each class of capital. Based on
recommendations of the directors, the Group will
balance its overall capital structure through the
payment of dividends and new share issues as well as
the issue of new debt.
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30. FINANCIAL INSTRUMENTS 30. €@ T A
Categories of financial instruments SRITAER
2022 2021
—Eg-= —E - —4F
RMB’'000 RMB'000
ARMTFrT AREFIT
Financial assets at amortised cost HHIENAGTEZ
S RVEE 50,683 47,935
Financial liabilities at amortised cost BREIENAGTE
TRIBE 6,138 5,107
Financial risk management objectives and BREREEEERBE

policies

The Group’s major financial instruments include
consideration paid for acquisition of equity
investment, trade receivables, other receivables, bank
balances and cash, trade payables, other payables
and accrued charges, amount due to an associate
and lease liabilities. Details of these financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
include market risks (currency risk and interest rate
risk), credit risk and impairment assessment and
liquidity risk. The policies on how to mitigate these
risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

BMMNEEem T ABEIRERERE
B E 5 EKGRIE - KA
I8~ IRITHEREIRS - BHEMNIE -
HMENFIBERETER BNBEAR
ARIENAREESE ZSeRIT AN
BRI E c HZEemIA
R ET SRR (B E R &
FMEER) - 8 RkERFRET AR
mENE® Rk o BIKZF R BRS
MTX - EREEENERZERR
BERUARFEERBR 2 AXNETEER
iiiis
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued) 30. €@ T A(#&)

Financial risk management objectives and
policies (Continued)

Market risk
Currency risk

The Group has certain trade receivables, other
receivables, bank balances and cash, other payables
and accrued charges and lease liabilities which are
denominated in currencies other than the functional
currency of the respective group entities which
exposed the Group to foreign exchange risk. The

BBEBREERRREEKE)

SR
EEmE

AEBEETB SRR - EMEIK
PR RITHESREIA S AN AR R
BEREFERANEERENEEEHE
BERIGEEEISIMNER  Am<AE
I T B E S LB o N SR O ¥R 25 HA SR A
SMEFHEC EREENRERAEZRM

carrying amounts of the Group's foreign currency (EVUNNE
denominated monetary assets and monetary
liabilities at the end of the reporting period are as
follows:
Assets Liabilities
gE &8
2022 2021 2022 2021
—B-CF ZTCF ZESCF OZT4F
RMB’000 RMB’000  RMB'000 RMB’000
ANREFT ARETT AREFT ARETT
HK$ BT 1,976 2,007 1,922 1,962
USs$ e 5,886 5,417 - -

The Group currently does not have a foreign
exchange hedging policy. However, the management
of the Group monitors foreign exchange exposure
and will consider hedging significant foreign
exchange exposure should the need arises.
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For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Currency risk (Continued)

Sensitivity analysis

The Group is mainly exposed currency risk related to
HK$ and US$. The sensitivity analysis includes only
outstanding monetary items which are denominated
in HK$ and US$ and adjusts its translation at the end
of the reporting date for a 5% and 5% change in
HK$ and US$ exchange rates, respectively. 5% (2021:
5%) is the sensitivity rate used when reporting
foreign currency risk internally to key management
personnel and represents management’s assessment
of the reasonably possible change in foreign
exchange rates. The analysis below illustrates the
impact for a 5% and 5% strengthening of the
functional currency of the relevant group entities
against HK$ and US$ and a positive number below
indicates an increase in post-tax loss, respectively. For
a 5% and 5% weakening of the functional currency
of the relevant group entities against the HK$ and
US$, respectively, there would be an equal and
opposite impact on the loss and the number below
would be negative.

30. @ T A(#)

BBEBREERRREEKE)

miE R (E)
B (&)

BRREDHT
NEEFZREBTMETHBERER
& o ERE D ITEBIEAB TFZETS
BERREEERIER - WERSEHRD
BI% A B8 18 B 125% 8 ST 5% 3 T IE X
BCEITRERAE - AEMFEAS%(=F
T 5% )MBRELERTEEE
[BATHmEINER R - REEERINE
R SIE A RE B EH AR o AT
IR NAAEEERIEEE L BT
METDRIFES%M5%ATE KT
MIEEERTRBIE BB - WAERS
EEBIER LB TANETLS BEZE
5%7H15% * BEAeXEFEERTER
TX#ETRRBBE -

Increase in post-tax loss

RRBLE B IE N
2022 2021
s —E-—F
RMB’000 RMB’000
AR¥FiT ARKTT
HK$ BT 2 2
us$ ETT 271 230

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued) 30. €@ T A(#&)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to variable-rate bank balances (Note 20).

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of prevailing market
interest rates on bank balances. The Group currently
does not have any interest rate hedging policy.
However, the management of the Group monitors
interest rate exposure and will consider hedging
significant interest rate exposure should the need
arises.

Total interest income from financial assets that are
measured at amortised cost is as follows:

BBEBREERRREEKE)

misEkE(E)
T

REBFEAZERRTBRITAER (M
20) 2B MEN XA -

AEENRERENTEREIBEETR
RITHEBRNBITHISHRKE) - AEH
B A AR R R SRR - A - R
R EEIE BRI A R E R N R
EREPEAF KA

SRR R AR B Y S BE A Y RIS
WA BT -

2022 2021
—E-—F —E-—F
RMB’'000 RMB’000
ANRMTFT AREFIT
Financial assets at amortised cost BREENAGTEZ
TRIEE 402 179
Sensitivity analysis BRRE DT
In the opinion of the directors of the Company, RAARIEERE BHANEEHEITE

the expected change in interest rate will not have
significant impact on the interest income from
variable-rate bank balances, hence sensitivity analysis
is not presented.
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30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure
to discharge the obligations by counterparties is
arising from the carrying amount of the respective
recognised financial assets, including trade
receivables, other receivables and bank balances as
stated in the consolidated statement of financial
position at the end of each reporting period.

The Group’s concentration of credit risk by
geographical locations is in the PRC, which
accounted for 95% (2021: 89%) of the total trade
receivables as at 31 December 2022.

The Group has concentration of credit risk as 11%
(2021: 11%) and 35% (2021: 33%) of the total
trade receivables was due from the Group’s largest
customer and the five largest customers, respectively.

EREEYE

30. @ T A(#)

BBEBREERRREEKE)

 ERBR B R

REFHREBTEEMRAAEE TR
MBBERZAKRESRANEERR @ 5K
BREHmEMRGEEMBEIRRKRAINE
HEEREMEEZREE  BHERES
FEWRIR ~ Bt R R IR MR TAE B ©

:2::¢+—H_+—H i 38
EEln AREMNEERREREF
R EE SRS % (—F

—i-w%w

IIIET%

AEBEUASESAEFRAARF
Hﬁ?’i%ﬂ&z#ﬁai@%z%%ﬁw&%qﬂrﬁ
DRRN%(ZFE=—F - 11%)5%35%
ZEFE T —F 133%) ¢
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30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Trade receivables arising from contracts with
customers

In order to minimise the credit risk, the management
of the Group is responsible for determination of
credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover
overdue debts. The Group also requests deposits
from certain customers prior to goods delivery. In
addition, the Group performs impairment assessment
under ECL model on trade balances based on
provision matrix. In this regard, the directors of the
Company consider that the Group’s credit risk is
significantly reduced.

Other receivables

The credit risks on other receivables are limited as
the management of the Group periodically monitors
the balances to ensure that the counterparties are
able to settle the debts.

Bank balance

The credit risks on bank balances are limited because
the counterparties are banks with high credit ratings
assigned by international credit-rating agencies.

In this regard, the directors of the Company consider
that the Group’s credit risk on other receivables and
bank balances are significantly reduced.
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30. @ T A(#)
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30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and

policies (Continued)

Credit risk and impairment assessment

(Continued)

The Group’s internal credit risk grading assessment

comprises the following categories:

30. @ T A(#)
BBEBREERRREEKE)

TR

AEBRABEERR D R E RN

e VI RRM

2 —F+-_A=+—HILFE

= E R MORERHE (F)

Internal credit Description Trade receivables Other financial assets
assessment
BB s BTG it 85 BWRE HihSREE
Low risk The counterparty has a low risk  Lifetime ECL - not credit-  12m ECL
of default and has on-going impaired
business relationship with
the Group with good credit
rating or does not have any
past-due amounts.
VEN S RHBFHENRRELR FHEHEEFE-BE 12EARPEESR
AEEEREEBHRK EHE
EEMRES - JEEM
BEITE o
Normal risk Debtor frequently repays after  Lifetime ECL - not credit-  12m ECL
due dates but usually settle impaired
after due date.
EFEMR BHEALERIABREN - 2HEHEEEE-BE 2EAEDEEER
BRERIEE RES ERE
High risk There have been significant Lifetime ECL — not credit-  Lifetime ECL — not credit-
increases in credit risk since impaired impaired
initial recognition through
information developed
internally.
=ER FERRBVSERENAT 2HEHEEEE-BE 2PENGEEFR-EE
BT ERIEPAREEM - ERE ERE
Credit impaired There is evidence indicating the  Lifetime ECL - credit- Lifetime ECL — credit-
asset is credit-impaired. impaired impaired
HBREERE BURKRPEELREERE - 2HEHEEBR-LE 2PRHEEHRE 1R
EERIME FERE
Write-off There is evidence indicating Amount is written off Amount is written off
that the debtor is in severe
financial difficulty and
the Group has no realistic
prospect of recovery.
28 AR RPEBABAREN  FIACHZH IR R

PR - AW AKEKD

TRIEMH BT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T -_—_F+-_A=+—HIFE

30. @ T A(#)
BBEBREERRREEKE)

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

= E R MORERHE (F)

Credit risk and impairment assessment

(Continued)
The table below details the credit risk exposures of —I—%:zﬁ/,\LTTTEHﬁFEJEﬁT%EﬂEE’]ﬁ’é
the Group’s financial assets which are subject to ECL HEemEEMNEERRFS
assessment:
Financial assets at Internal credit 12m or
amortised cost assessment lifetime ECL Gross carrying amount
REHEBATEZ 128 A& H
THEE R ER S E 7T EHREEEE IREAE
2022 2021
—Eg-= —E-—F
RMB’000 RMB’000
AREFT AREFT
Trade receivables Note (a) Lifetime ECL 10,766 10,072
(provision matrix)
B 5 WA Hiit(a) > HIFE B E B B 1R
(B fmrBkE)
Credit-impaired Lifetime ECL — 3,075 3,325
credit-impaired
HIREERIE 2 HTEEE B —
HIREERIE
13,841 13,397
Other receivables Note (b) 12m ECL 6,010 2,329
H b FENCRIE #1E(b) (PAEDSREETE =T 5]
Total 19,851 15,726
e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Notes:

(@) For trade receivables, the Group has applied the
simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. Except for debtors that are
credit-impaired, the Group determines the ECL on
these items by using a provision matrix, grouped by
internal credit assessment.

(b) For the purposes of internal credit risk management,
the Group uses past due information to assess
whether credit risk has increased significantly since
initial recognition. At 31 December 2022 and 2021,
the Group has no past due other receivables. No
change in the loss allowance for other receivables
during the year ended 31 December 2022 and 2021.

As part of the Group’s credit risk management,
the Group applies internal credit assessment for its
customers in relation to its operation. The following
table provides information about the exposure to
credit risk for trade receivables (not credit-impaired),
which are assessed based on provision matrix at the
end of the reporting period within lifetime ECL.

30. @ T A(#)
BEBREERRREEKE)

=& Rk MOBERE (F)

HiaE -

(@)

HEZREGENS - ARECERE
BB EERIEIFANE L IER
ExMRHEEEBRNEERE - B
RIFEREZEBHASN - REEIERR
wREREABEEEDERZFER
EERMEEER -

BRI EERRETEMS  AEBEFH
EEPER T EERR B YIIATER AR
ERARBEMN RZTZZFR=F
——F+ZA=1+—RH rEE#HER
HEWGIESE - HE T —F KT
T-—F+-A=+—HILFE i
FEWIER B R B mEE) -

ERAKBEERREEZ &7 > &
SEEZERBEEPERABEER

{7 o

TRABMEZRUGIARRE

RERBEEEEZEERRER - IR
2HIFEHEEBR(EBEERE) AT

fi o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

At 31 December 2022

30. @ T A(#)
BEEREEERRBER(E)

= E R MORERHE (F)

R-B-ZZ-HF+=-A=+—H

Gross
Average carrying  Impairment
loss rate amount losses
Internal credit assessment A= B FHEEE IREAE REEE
% RMB'000 RMB'000
AB¥EFr AE¥F7r
Low risk Ve 8.5 4,865 412
Normal risk IEERER 14.1 4,086 575
High risk =ER 17.1 1,815 309
12.0 10,766 1,296

At 31 December 2021

R-_E-_—F+—_A=+—H

Gross
Average carrying Impairment
loss rate amount losses
Internal credit assessment MEMEE TG THEREX RE#&E HEEE
% RMB’000 RMB‘000
ANEEFT AEEFT
Low risk N 49 7,398 359
Normal risk EFER 10.2 412 42
High risk R 12.0 2,262 272
6.7 10,072 673

The estimated loss rates are estimated based on
historical observed default rates over the expected
life of the debtors and are adjusted for forward-
looking information that is available without undue
cost or effort. The grouping is regularly reviewed
by management of the Group to ensure relevant
information about specific debtors is updated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+—-A=+—HILFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

The following table shows the movement in lifetime
ECL that has been recognised for trade receivables
under the simplified approach.

30.

EWMIA#E)
BBEBREERRREEKE)

= E R MORERHE (F)

TRIURELE 5 RS A AR
RZEHBEHMEERRED) -

Lifetime ECL  Lifetime ECL

(not credit- (credit-
impaired) impaired) Total
2 HIEH

E3 AL FEER

EEEA (HRER
(RERHE) HifE) At
RMB'000 RMB'000 RMB'000
ARETT  ARFTT  ARETxT

At 1 January 2021 R-—FT-—%F—H—H 667 2,694 3,361
Impairment recognised BERRRE 52 1,093 1,145
Impairment losses reversed EREREEE (46) (462) (508)
At 31 December 2021 and i ——
1 January 2022 +ZA=+—8k

—T--%—F—H 673 3,325 3,998
Impairment recognised B #RRE 691 98 789
Impairment losses reversed EREREEE (68) (348) (416)
At 31 December 2022 R-8==

+t=ZA=t+- 1,296 3,075 4,371

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Changes in the loss allowance for trade receivables
during the year ended 31 December 2022 are
mainly due to the provision of lifetime ECL for trade
receivables, including those not credit-impaired
and credit-impaired with gross carrying amounts of
approximately RMB10,766,000 (2021. approximately
RMB10,072,000) and approximately RMB3,075,000
(2021: approximately RMB3,325,000), respectively.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management

to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

30. @ T A(#)

BBEREERRREEK(E)

FERBNEERGE)

HE T -_—"F+-_A=+—HIHF
B BEZRWFIEEEREESHTER
R E S REWRIEF IR HBEREE
EBERE BEEEREENHAARE
10,766,0007T 2 fB(E EREE 5 FEUK
H(—F=——1F : HARKK10,072,000
r) NEEERELY A AR3,075,000
TR EEREESRBHREB(ZE=-—
F A B3 325,000T) o

nRBE TR

EERBETRBRIE  AEREERKL
HERe LRSS EYNEEBRST
REKE » URREASBEREXBME
B WHAPRSRNBHTZE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be

30. @ T A(#)

BEEREEERRBER(E)

REBETEMEE)

TRAJAEEITETHBENOTE
BHH - TRDREBASERRZFER

AZERBENRMRESRERE -

required to pay.

Weighted
average  On demand Total Total
effective ~ orwithin undiscounted carrying
interest rate Tyear 1to2years  cash flows amount
ik 337 REX ARRRE
ERiE  g-Fn -EmE  RESE REELE
% RMB000 RMB000 RMB000 RMB000
A\EBFR  AREFrR  AREFrT  AREFR
At 31 December 2022 WZB--E+-A=1-H
Trade payables BHENTE - 829 - 829 829
Other payables and accrued charges At ENTERES B - 3432 - 3432 3432
Lease liabilties G 483 14 60 484 469
Amount due to an associate ERBEATRE - 1,408 - 1,408 1,408
6,093 60 6,153 6,138
Weighted
average  On demand Total Total
effective or within undiscounted crmying
interest rate Tyear  Tto2years  cash flows amount
T RER AEFRE
ERME  g-fR -ZWF REEE  BAEEE
% RMB'000 RMB'000 RMB'000 RMB'000
NEETT  ANEETT  AEEFT ARETT
At 31 December 2021 i
Trade payables BHEME - 17 - 7 n
Other payables and accrued charges Rt RIE T B - 2,605 - 2,605 2,605
Lease liabilties HERE 483 1,073 680 1753 1,684
Amount due to an associate ERBEAIRE - 101 - 101 101
4,49 680 5176 5,107

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued)

31.

Fair value measurements of financial
instruments

Financial assets and financial liabilities that are
not measured at fair value on recurring basis

The directors of the Company consider that the
carrying amount of financial assets and financial
liabilities recorded at amortised cost in the
consolidated financial statements approximate their
fair values based on a discounted cash flow analysis.

ADDITIONAL INFORMATION ON CASH
FLOWS

(a) Major non-cash transactions

The Group recognised right-of-use assets
by incurring lease liabilities of approximately
RMB425,000 during the year ended 31
December 2021.

The Group transferred deposits paid of
approximately RMB1,079,000 in respect of
additions to property, plant and equipment
during the year ended 31 December 2021.

Annual Report 2022 &%

30. @ T A(#)

31.

EMIACZAFEFNE

WHRBERELEUNFEITENEME
EREHMAE

ARREEEBRR  EARBRADRE
DT - WEER ARG A M REAR
MEREELRERBENREERER
FHERE -

REnBzHMER

(a) TEFBELRS
HE" T —F+_-_A=+—HIt
FE AEEREAHEEBHA
R #425,0007T MR E FEEE °

HE-_Z-—+-_A=+—H
LEFE XEBERREDE W
ERREEBEENIESHARK
1,079,0007T °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M RAR MR

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

31. ADDITIONAL INFORMATION ON CASH 31. Be&RaxHuER (&)
FLOWS (Continued)

(b) MEFDELEZEBZHIR

(b) Reconciliation of liabilities arising from
financing activities

The table below details changes in the Group'’s TRAMAEEREETDEEZR
liabilities arising from financing activities. BEEE  WEETHELEZBEE
Liabilities arising from financing activities are HREMREBAARKRRESMEKRAK
those for which cash flows were, or future SRGeRHERERTHEARE

cash flows will be, classified in the Group’s mEHEeRECAE -
consolidated statement of cash flows as cash
flows from financing activities.
Amount
due to an Lease
associate liabilities
(S HE
ATERIE HEEE
RMB’000 RMB’000
AREFIT ARETT
At 1 January 2021 RZEZ—F—H—H - 2,642
Financing cash flows, net ~ @M&ERERE © FE 101 (1,467)
Addition of new leases ERETEE - 425
Interest expenses B - 93
Exchange difference P i ERE - 9)
At 31 December 2021 and RZ-ZE-_—F+_-_A=+—HK
1 January 2022 —E-_F—HF—H 101 1,684
Financing cash flows, net ~ BMERERE « FE 1,307 (1,288)
Interest expenses FERX - 55
Exchange difference MEH Z5 - 18
At 31 December 2022 N-E-_—_%+=-H=+—H 1,408 469

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited

231



232

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERRM

For the year ended 31 December 2022 HE T - —“F+=-A=+—HIFE

32. RELATED PARTY TRANSACTIONS
(a) Related party transactions

Save as disclosed elsewhere in the consolidated
financial statements, the Group had entered
into following transactions with its related party

32 BEARRS
(a) BEFRS

FRINER B B ISRk B3t )5 2 I FR
S BE_T - _FN-T-—F
TZA=1+—HILFE  AEEHE

during the years ended 31 December 2022 and

HEERFILATRS ¢

2021:
2022 2021
—E-= —E-—F
RMB’000 RMB’000
AREFT AREFT
Lease and utilities expenses paid BRI EE £
to Shenzhen Junxuan Biological FirARAA (FRY
Technology Co., Ltd.* (“Shenzhen E& |) 2 & M A
Junxuan”) (Note) Rz (H17t) (943) (1,182)
Sales to Smartronic M RE B ST SHE 254 2,004

Note: Wit -

Shenzhen Junxuan is a related company controlled
by Mr. Zhang Shuguang, an executive director of the
Company.

(b) Compensation of key management (b)
personnel

The emoluments of directors as key
management personnel of the Group during the
years ended 31 December 2022 and 2021 were

FEEE A S

RYEH BARTHITEERE N 5
O BE AT -

BEE(MEAREEFTEEEBAS)E
ETE - FRE - —F+ A
=T—HUEFEZHMOT :

as follows:

022 2021
—E-—F —E—F
RMB’'000 RMB’000
ANRMTFT AREFIT
Salaries, bonuses and other benefits  #r& - TEAL R E A&7 2,797 2,281

Contributions to defined contribution 52t a2k
plans 194 172
2,991 2,453

*  English translation is for identification purpose only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M RAR MR

For the year ended 31 December 2022 H{E—T = —“F+-A=+—HItFE

33. PARTICULARS OF PRINCIPAL SUBSIDIARIES 33. AARIFEMB AR ZF1E

OF THE COMPANY

Details of principal subsidiaries at the end of the RWERR - TEMBRARFEOT
reporting period are as follows:

Place of Proportion ownership
Name of incorporation/  Paid up issued/registered interest and voting power  Principal activities/ Type of
subsidiary establishment  capital held by the Company place of operation legal entity
AL/ BRARARRE/ FRRMEAERRER
WEAFAR RUbY B4 RERRA RERELA TERY/EENY EREREY
Directly Indirectly
=t [
Nutronic Biomedical ~ Hong Kong Issued and fully paid share 100% N/A Investment holdings/ Limited liability
Group Limited capital HK$98 (2021: 100%) Hong Kong company
(2021: HK$98)
Nutronic Biomedical &7 EEIRERRAISET 100% TER RERR/EE ERAR
Group Limited CE-£:9%1)  (CF--£
100%)
King Grace The BVI Issued and fully paid share 100% N/A  Investment holdings/ Limited liability
capital US$10 (2021: 100%) Hong Kong company
King Grace RRAHE  BEARERBAKI0ZT ( 1(;9% T#7 REnk/ B ARLA
—Fo—f:
100%)
Shenzhen Huakang ~ The PRC Paid-up registered capital /A 100% Research and development, ~ Wholly foreign-
U5$1,800,000 (2021:100%)  manufacture, marketing ~ owned
and sale of biological enterprise
reagents and auxiliary
reproductive supplies
and equipment/The PRC
MR hEl SR aE MR 1,800,000% 7T 0yl 100% H% 4% ZHRHEE  EEELE
(ZE--¢:  ENSERENEER
100%)  GHRE/HE
Nutronic Healthcare  Hong Kong Issued and fully paid share /A 100%  Sales of healthcare products  Limited liability
Company Limited capital HKS1 (2021:100%)  and supplements/ company
("Nutronic Hong Kong
Healthcare")
Nutronic Healthcare &7 BETRERRA AT TR 100% HERFERRARG/ ARAA
Company Limited e A
(INutronic 100%)
Healthcare )
None of the subsidiaries had issued any debt RIREEIR - BEEN B AR TEME
securities at the end of reporting period. TS o

EREY)ESEIRIR AR A T Huakang Biomedical Holdings Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

For the year ended 31 December 2022 HE T -_—_F+-_A=+—HIFE

34. STATEMENT OF FINANCIAL POSITION OF 34. KA R AR
THE COMPANY

2022 2021
—E-F —E-—F
Notes RMB’000 RMB'000

Wit AREFT ANEETT

Non-current assets FRBEE
Interests in subsidiaries NN 9,099 9,099
Property, plant and equipment ME - BB RRE " 25
Right-of-use assets EREEE 217 466
9,327 9,590
Current assets REEE
Other receivables, deposits and HAEBGRIE « R &
prepayments FERTRIE 396 404
Amounts due from subsidiaries R ENGIE ] 34(a) 8,283 7,269
Bank balances and cash RITHS ﬁ%&fﬁﬁ 259 45
8,938 7,718
Current liabilities RBaE
Other payables and accrued HoA FE (R IE S B AT
charges EH 1,614 1,496
Lease liabilities HEaE 114 209
Amount due to a subsidiary e — MM B A BRI 34(a) 3,251 1,700
4,979 3,405
Net current assets REBEETRE 3,959 4,313
Total assets less current EERERRBERE
liabilities 13,286 13,903
Non-current liabilities FRBEE
Lease liabilities HEaE 59 160
NET ASSETS EEFE 13,227 13,743
Capital and reserves EXR#E
Share capital (LZN 3,637 3,509
Reserves & 34(b) 9,590 10,234
TOTAL EQUITY RSB 13,227 13,743

234 Annual Report 2022 &%



34. STATEMENT OF FINANCIAL POSITION OF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RRM

For the year ended 31 December 2022 HE T - —F+—-A=+—HILFE

THE COMPANY (Continued)

(a) Amounts due from (to) subsidiaries

(b)

The amounts due from (to
unsecured, interest-free and repayable on

demand.

Movement in the Company’s reserves

) subsidiaries were

34, RATBMBMRRT(E)

(a) FEW ()M RRIEA

FEMS (1<) B 88 2~ )RR A A
PErt B RIZEHERE -

(b) ARFz#HEEE

PERIOD

Save as disclosed elsewhere in the consolidated

Share
Share option  Accumulated
premium reserve losses Total
RHBE BRERE ZitER -
RMB'000 RMB'000 RMB'000 RMB'000
ANEEFTT ANEETTT ANEETTT ANEEFT
t 1 January 2021 N_E-_—F—Hf—H 47,248 2,608 (34,893) 14,963
Loss and total comprehensive FEREER
expense for the year PERAYES - - (4.729) (4.729)
Transactions with owners: BREEAZRS
Contributions and distributions HRRD R
Forfeiture of share options BB (H227)
(Note 27) - (204) 204 -
At 31 December 2021 and i —a
1 January 2022 TZA=+-Bk
—E-_Z%-F-H 47,248 2,404 (39,418) 10,234
Loss and total comprehensive FREBREZERNX
expense for the year e - - (2,821) 2,821)
Transactions with owners: ﬁi}?ﬁ‘ﬁ' }\ZX% 1
Contributions and distributions #ER
Issue of new shares upon placing, Eiﬁfﬁéﬁ%ﬁ i
net of transaction costs NBR FHA 2,177 - - 2177
At 31 December 2022 R-B--F
tTZA=t-H 49,425 2,404 (42,239) 9,590
35. EVENT AFTER THE END OF REPORTING 35. SR&EHIBEE

A IERREMEHAIREES -

financial statements, since 31 December 2022 up RZEZ_ZF+_A=1T—HEKEZE

to the date of this report. No significant events

affecting the Group have taken place.

AHERHY  MEREFEARENE

L E AR FIR -
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FINANCIAL SUMMARY
M=

A summary of the results, assets and liabilities of the AEBRBERETBRFE ZEE  EER
Group for the last five financial years is set out below. BEMEEININT - AEZ W TERERE B
This summary does not form part of the consolidated ~ #¥k& 2 EA—E5 o

financial statements.

RESULTS E

2022 2021 2020 2019 2018
g B —Z°TF —“Z-hEF —T-)N\F
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ANBETT ARETT AREFT AEEFT AREFT

Revenue YA 25,330 26,127 21,967 25,471 28,677
(Loss) Profit before taxation B &i AT (E518) % F (3,007) (3,903) (11,372) 658 1,242
Taxation TR (68) (317) (255) (942) (1,701)

Loss for the year attributable to A2 B & A
the owners of the Company ~ JEEFE R (3,075) (4,220) (11,627) (284) (459)

ASSETS, LIABILITIES AND NON-CONTROLLING ¥7ZE - &R IEERES

INTERESTS

Assets BE

Non-current assets ERBEE 12,979 13,396 13,691 15,244 13,667
Current assets TEEE 53,423 53,664 59,010 63,468 69,767
Total assets BELE 66,402 67,060 72,701 78,712 83,434
Equity and liabilities BREREE

Total equity ERBE 56,524 57,705 61,859 70,685 71,021
Non-current liabilities FrReas 97 718 1,576 816 430
Current liabilities mEEE 9,781 8,637 9,266 7,211 11,983
Total liabilities BEEE 9,878 9,355 10,842 8,027 12,413
Total equity and liabilities EnRkBEESE 66,402 67,060 72,701 78,712 83,434
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