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Mingyuan Medicare

Development Company Limited (the “Company”) principally 

engages in provision of innovative medicare solutions for the early 

detection and  prevention of diseases particularly in China. 

With “Care for Health, Passion for Life” as our motto, the Company 

dedicates to the development and application of advanced 

biotech screening and diagnostic solutions for early detection and 

prevention of diseases including cancer. The Company is aiming to 

be a leading and comprehensive biotech screening and diagnostic 

solutions provider in Asia Pacific region, particularly China. 

MISSION

                Early Detection 
                              

Prevention 
of Diseases

and 
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Chairman’s Statement

“THERE is only one world for healthcare and we believe that today’s advancement in biotechnology can offers patients more and 
better healthcare choices. Our founding corporate mission is to provide a viable and effective alternative to the people who understand 
the benefits of early screening of life threatening diseases such as cancer and has successfully raised the general awareness of the 
availability of early screening for cancer at affordable costs for the Chinese population.

A pioneer and a believer that new, innovative diagnostics and biological therapies are changing how some human diseases are 
prevented and how others are treated, we are expanding our early screening and detection products to include cervical cancer, 
tuberculosis diseases and influenza A viruses, and gradually establishing a bio-drug platform to provide for biological therapies for life 
threatening diseases.

Globally, countries are increasingly switching medical resources from reactive care to preventative care and are placing strong emphasis 
on disease prevention. While committing to an objective of providing healthcare insurance and quality healthcare services to all Chinese 
citizens by 2020, China recognizes prevention and early detection of diseases to be extremely important for improving the quality of 
healthcare while also controlling costs. It is widely accepted that early screening can identify diseases and conditions earlier, where 
treatment can be more effective and cost less, and at the same time rewards lifestyle choices and behaviours.

Our drive to leverage on advanced biomedical tests to conduct early screening for life threatening diseases are rewarded by the steady 
and fast growth in the sale of our biomedical chips for cancer screening and that more people are routinely taking measures to protect 
their healthy lives and livelihood. We feel that the cooperation with China Life by way of Cancer Care Insurance Policy through its 
extensive retail distribution network and the successful registration of the C-12 test on the provincial drug catalog in certain provinces 
including, more recently the Shanghai Municipality will rapidly strengthen the concept of early screening amongst the Chinese 
population.

Being an early and leading pioneer of innovative biomedical solutions provider in China, we aspire to work alongside with established 
biomedical research institutions internationally including China that share our corporate mission to bring a diversity of cost effective 
disease screening products and solutions to our customers. Through this methodology of technology, production and distribution 
partnership, we aspire to build a more global product platform and to further raise the corporate profile of the company in the 
biomedical industry.

Lastly, the Board is committed to its corporate mission, and we believe that a successful implementation of the KM2003 objectives 
and the continual diversification of our reach to medical screening services and bio drugs will contribute towards a harmonious society 
by way of enhancing human health and quality of life, and build a solid foundation for shareholders’ value by way of a sustainable 

revenue generating capability and growth.”

Mr. Yao Yuan,

Chairman of the Board







Mingyuan Medicare Development Company Limited Annual Report 2009

11

Management Discussion and Analysis (continued)

world over the last decade. Total healthcare expenditure and per 

capita healthcare expenditure have been growing at an annual 

average rate of over 16 percent. Underpinning such phenomenal 

growth are enhanced living standard, increase in per capita 

income, growth of the aging population, increasing healthcare 

consciousness, and the China Government’s commitment to 

reform and to increase the healthcare budget for both the urban 

and rural medical systems as part of its committed effort to 

establish a harmonious society and will invariably drive up strong 

demands for medical products and services in the coming decade.

From 2001 to 2009, the per capita income of urban and rural 

residents in China grew at annual averages of 9.9 percent and 

6.6 percent respectively. In 2009 the per capita income of urban 

and rural residents per year was approximately RMB17,175 and 

RMB5,153 respectively, representing a growth of 9.8 percent 

and 8.5 percent respectively over that of last year. The improved 

standard of living and the increase in healthcare consciousness 

have led to an increase on spending on healthcare products and 

services.

Equally important is the increase in State Basic Medical Insurance 

population for urban residents. According to the National Bureau 

of Statistics of China, the eligible participants have grown from 

43.3 million in 2000 to 400.6 million in 2009, representing an 

increase of over 362.8 million participants with annual averages 

of 29 percent. Under the 11th Five Year Plan, it is estimated that 

the urban population in China will increase from 43 percent of 

total population to 47 percent of total population between 2005 

and 2010, and at the end of 2009, the urban population reached 

46.6 percent of the total population. The continual increase in 

urban population will bring an increasing awareness of quality 

healthcare services that include early screening and detection of 

diseases.

BUSINESS REVIEW

During the year, the Group has maintained a prudent yet 

progressive approach towards its business agenda and financial 

management. While the Group has adopted a prudent credit 

policy with its customers to control sales growth, the Group 

took advantage of its strong balance sheet to complete two 

acquisitions below market valuation due to uncertain economic 

and worsening liquidity situations in the first half of the year.

In January, the Group completed the acquisition of a network of 

health screening centres and established a new Medical Centres 

Management business segment. In April, The Group successfully 

consolidated all the intellectual property rights related to the 

HPV DNA testing kits for cervical cancer testing by acquiring the 

remaining 95 percent equity interest in Genetel Biotech (BVI) 

Limited (“Genetel BVI”).

The Protein Chips Division continues to be the principal 

contributor to the Group’s revenue and profit and the Group 

is making good progress in establishing sustainable revenue 

sources from new product including the HPV DNA testing kits 

for cervical cancer. This year the Group continued to allocate 

its principal resources in the following major areas to further 

strengthen sales – including the continual implementation of its 

distribution arrangement with China Life Insurance Company 

Limited, Shanghai Branch (“CLS”) on the cancer care insurance 

policy in Shanghai, the expansion of the cancer care insurance 

policy to other branches of China Life Insurance Company Limited 

(“China Life”), the registration of C-12 product under Basic 

Medical Insurance Scheme (the “BMIS”) of individual provinces/

cities, the promotion of C-12 to be used for clinical applications 

and the promotion and registration of the HPV DNA testing kits 

with hospitals nationwide.
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Management Discussion and Analysis (continued)

Major corporate activities undertaken in 2009 were summarized 

as follows:

Major Events and Issues in 2009:

January The Company completed the acquisition of 75 

percent equity interest in Shanghai Kang Pei 

Bio-Medical Company Limited (“Shanghai Kang 

Pei”). Shanghai Kang Pei is principally engaged 

in the business of providing comprehensive 

medical diagnostic, health check, medical 

management and medical appraisal services to 

both private and corporate clients in China and 

is currently managing twelve medical centres.

March The Company issued a two year convertible 

bonds, carrying 9 percent coupon rate with a 

maturity date on 8 April 2011, at an aggregate 

principal amount of HK232,572,000 together 

with warrants to provide additional funding 

for Genetel BVI.

April The Company acquired 95 percent of equity 

interest in Genetel BVI at a consideration of 

HK$280,000,000. After the acquisition, the 

Group owns 100 percent of Genetel BVI and 

all the intellectual property rights related to 

the HPV DNA testing kits. The consolidation 

greatly enhances the Company’s research and 

development capability to further develop 

testing kits for cervical cancer related diseases 

and promotes a more cost effective structure to 

drive its sales more directly and effectively.

June The Company entered into a Co-operation 

Agreement with Chinese National Human 

Genome Center and Shanghai Biochip Co., 

Ltd. for the joint development and production 

of diagnostic kits for detecting Influenza A 

viruses and to establish an uniquely dynamic 

technology platform with rapid response 

capability to develop diagnostic kits for early 

detection of major or new infectious diseases 

on demand basis.

September The Company was informed by World Health 

Organization (“WHO”) that its wholly owned 

Genetel BVI’s HPV DNA product scores 100% 

in the second HPV LABNET proficiency study. 

Under the comparative evaluation study, 

sixty-one laboratories from six WHO regions 

participated in the study in which the sensitivity 

and specificity of HPV DNA detection and typing 

products routinely used in the laboratories 

worldwide were evaluated.

October The Company’s flagship C-12 product is 

officially listed on the Shanghai municipal 

medical insurance catalogue as a reimbursable 

clinical test. Prior to the listing in Shanghai, 

the C-12 product has already been listed on 

the medical insurance catalogue in several 

other provinces in China. Given Shanghai’s 

unique and prominent position in the Yangtze 

River Delta, the successful listing will provide 

milestone case study to promote listing in other 

nearby provinces and to strengthen the test to 

be considered at a national catalogue level.

December In the second successive year, the Company was 

awarded “Hong Kong Outstanding Enterprises 

Parade 2009” by the Economic Digest, a popular 

business and economic magazine in Hong Kong, 

and the award was based on a number of 

criteria including financial performance growth, 

quality of corporate governance and popularity 

among retail investors.



Mingyuan Medicare Development Company Limited Annual Report 2009

13

Management Discussion and Analysis (continued)

Mission Statement – Innovative Medicare Solutions 

Partnership

The Group is a leading pioneer in commercializing new 

diagnostics technologies and is a leading supplier of biomedical 

solutions in China and has sold cumulatively more than 12 million 

protein chips for cancer screening.

Founded in 2000, the Group is a pioneer that dedicates itself 

for the provision of low cost, non-invasive, and innovative 

medicare solutions in the areas of early detection and 

prevention of diseases, enhance human health and quality of 

life, and to provide a new approach to life insurance industries 

in the evaluation of health status and life span. It has been 

accepted that early detection of potential diseases including life 

threatening diseases would significantly improves the chances of 

successful medical therapy and treatment, raises the survival rate 

and improves the quality of life for patients.

The Group will continue to expand its role as a promoter of 

affordable and effective IVD solutions in health screening and 

diagnosis by working closely with independent medical centres 

and health appraisal departments at hospitals nationwide.

Protein Chips Division

Currently, the Group manufactures and distributes its C-12 

products to hospitals, medical centres and life insurance 

companies in China. The C-12 product is capable of detecting 

up to twelve tumor markers simultaneously and assisting in early 

detection of ten prevalent cancer tumor types. During the year, 

the Group continued to experience healthy growth in sales of 

C-12 products. As a proven and leading supplier of protein chips 

in China, the Group has been supplying C-12 products to life 

insurance companies in China for the pre-screening and general 

health appraisal of life and cancer policy applicants. In recent 

years, C-12 products are listed on the BMIS as a reimbursable 

drug in several provinces of China and more recently on the drug 

catalogue of Shanghai Municipality in October 2009. The Group 

believes that more provinces and municipalities will include C-12 

products on their BMIS. Despite a weak and unstable global 

economy and limited export sales, the Group expects the overall 

growth for the protein chips sales based on domestic demand to 

be promising and sustainable in the future.

The Group continued to experience fast growth in its protein 

chips business operations and sold a total of 3.1 million 

protein chips (2008: 2.8 million), representing an increase of 

approximately 10.7 percent over that of last year.

The increase in the sale of chips was due mainly to a number of 

the following factors:

Sales Strategy

The Group’s sales strategy includes the setting up of sales 

channels, the establishment of a comprehensive pricing structure 

for different sales channels, the strengthening of technical 

support structures, the building up a sustainable distribution 

network and the ongoing promotion of the effectiveness of IVD 

testing for life threatening diseases.

The Group’s sales strategy has been implemented successfully 

with increases in both turnover and number of chips sold. The 

Group will review its strategy continuously and is prepared 

to make revisions from time to time. Recently the Group is 

promoting it protein chip as a potential clinical application kit 

which may further expand the commercial use in addition to its 

traditional screening role.

Following the successful licensing of C-6 product, the Group has 

actively conducting field studies at selected rural areas in China 

and intends to develop a new sales revenue source targeting the 

rural population that are most susceptible to cancer diseases. 

The Group intends to formulate affordable IVD products for both 

urban and rural population in China.

Sales channels

The Group continued to strengthen its sales network and has 

expanded beyond the distributorship channel where historically 

most of the sales were generated. The Group has successfully 

established direct sales channels for life insurance industry 

and large corporations, and more recently, has successfully be 

listed on the BMIS as a partially reimbursable IVD test in several 

provinces in China and more recently in October of 2009, the 

Shanghai Municipality. It is the long term strategy of the Group 

that the portfolios will be further developed to achieve a more 

balanced sales category platform and more importantly to reduce 

reliance on any particular sales channel.
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Management Discussion and Analysis (continued)

China Life – The Expectation

On 19 December 2006, the Group has successfully established 

a milestone sales channel that will invariably contribute 

progressively and sustainably to future revenue, profitability and 

growth of the Group. HD Biochips, a wholly-owned subsidiary 

of the Company entered into a cooperation agreement with 

CLS whereby the latter agreed to engage HD Biochips for the 

use of its C-12 products on a new insurance policy known as 

the “Cancer Care Insurance Policy” which was later launched in 

Shanghai.

The “Cancer Care Insurance Policy” is an innovative health 

insurance policy developed by China Life, the largest life 

insurance provider in China. Being a major branch of China 

Life, CLS has over 4,000 exclusive agents and over seven million 

customers.

The Cancer Care Insurance Policy seeks to provide protection 

for people against cancer for one year after a successful cancer 

screening test. Within the insured period, the policy holder will 

receive the appropriate compensation for medical care whether 

the cancer tumor is benign or malignant. Under the cooperation 

agreement, the Company will use its C-12 products to provide 

cancer screening testing and risk evaluation procedures for every 

customer who purchases Cancer Care Insurance Policy from CLS. 

The cancer screening testing and risk evaluation procedures will 

include a protein chip testing together with other medical tests. 

Under the cooperation agreement, CLS will pay to HD Biochip 

RMB192 for each successful policy applicant who receives the 

cancer screening testing and risk evaluation procedures.

Based on the feedback from China Life, the cancer policy is 

popular and easily understood by its customers because cancer 

diseases are the top natural diseases amongst the Chinese 

population and that cancer insurance coverage meets the 

insurable needs of the general insurance consumers.

Based on the successful Shanghai business model, the Group 

and China Life plans to work together to replicate the Shanghai 

business model into other China Life branches in various major 

cities in China. The progress originally made in 2008 was delayed 

by the global financial crisis and the Group has restarted the 

expansion programme with China Life in the fourth quarter of 

2009.

In addition, the Group will continuously review the operational 

aspects to improve the quality of service provided to China Life’s 

customers and the Group is prepared to make the necessary 

changes to establish a more customer oriented servicing model.

Being the top life insurer in the country, China Life has the most 

extensive distribution network with over 3,600 branches, over 

638,000 exclusive individual insurance agents and 13,000 direct 

sales representatives in China. Having successfully established a 

sustainable sales revenue channel, the Group places this process 

of replication as its top priority and is committed to invest the 

resources to support the launching of cancer policy with other 

branches of China Life. While the momentum of the sales 

to China Life is in motion, the Group is patient in building a 

cooperation infrastructure for growth and providing education to 

the general employees regarding the advantages and reliability of 

IVD products.

Basic Medical Insurance System

The Group has successfully applied C-12 products as a partially 

reimbursable drug under the “BMIS” in several provinces of 

China and more recently in October 2009, the C-12 product 

is officially listed on the Shanghai municipal medical insurance 

catalogue as a reimbursable clinical test. Depending on the 

particular conditions of the participants and the hospitals, 

participants of the basic medical insurance program in the 

Shanghai Municipality will either enjoy free clinical test, or is 

only require to pay RMB28 or RMB56 of the approved price of 

RMB280 for each clinical application of the C-12 product at 

hospital.

According to the Shanghai Statistical Yearbook for 2009, there 

were a total of 301 registered hospitals servicing over 152 

million patient consultation visits per annum in 2008. Cancer is 

the second highest mortality disease in Shanghai. It is estimated 

that cancer claimed more than 34,000 lives in the year 2008 

in Shanghai. At present, approximately 8.2 million permanent 

registered residents in Shanghai are participants of the Shanghai 

basic medical insurance program.

The China government is currently investing a significant financial 

package of RMB850 billion in its healthcare reform which include 

improving the public health network for disease prevention and 

control. The Company believes that the successful listing of 
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Management Discussion and Analysis (continued)

its C-12 product on the Shanghai medical insurance catalogue 

would further raise the public awareness of cancer disease 

prevention and control, and would lead to further sales growth 

of its C-12 product in Shanghai and, given Shanghai’s unique 

and prominent position in the Yangtze River Delta, would provide 

an effective case study for the ongoing application progress of 

C-12 product to be listed in other nearby provincial catalogue.

Qualification process for reimbursement drug item is very 

stringent and difficult and is based on, amongst other factors, 

clinical need, safety and efficacy, reasonable pricing, and ease 

of use. The Group is currently applying to other provinces and 

cities for the inclusion of C-12 products as a reimbursable drug 

under the individual BMIS system and believes that the proven 

track record of C-12 utilization is a major prerequisite for the 

qualification.

The Group believes that its experience and the cost 

competitiveness of its other products such as C-6 Protein Chip, 

Tuberculosis Screening Chip (“TBS Chip”) and HPV DNA testing 

kit are potential products for qualification for drug catalogue 

status.

Chipreader optimization plan

At 31 December 2009, the Group had 445 (2008: 435) 

chipreaders in the market. The Group has successfully increased 

the utilization rate per chipreader per month by promoting the 

sharing of chipreaders among hospitals in the same location, 

reallocating some existing chipreaders to newly signed up 

hospitals and insurance companies, and increasing the production 

of chipreaders to meet new demands. During the year, the 

implementation of the optimization plan for chipreaders also 

contributed significantly to the increase in sales volume for the 

C-12 products. The utilization rate per chipreader will be further 

increased should sales on C-12 products continue to experience 

growth in the future.

Chipset packaging diversification

The Group currently maintains three different sizes of packaging 

for its customers, namely 48 wells chipset for the simultaneous 

testing of 42 patients, 24 wells for the testing of 18 patients and 

16 wells for the testing of 10 patients. The smaller packaging for 

18 and 10 patients is more popular with regional hospitals and 

allows more regular processing of C-12 products for patients. 

Nevertheless, the Group maintains a flexible policy on packaging 

based on a reasonable demand from its customers and will 

review the packaging from time to time.

After sales service

The Group continues to strengthen after sales service to its 

customers and in house procedure has been developed to track 

down details of subsequent therapeutic treatments in hospitals 

for cancer patients being diagnosed. The Group places great 

emphasis on the after sales services and is hosting regular sales 

review with distributors and relevant hospital personnel to gather 

comments for further improvement in both products and services. 

The after sales services not only indicate that our customers are 

actually being cared for. It also embeds in our employees a sense 

of mission to assist our customers and their patients.

Healthcare Division

The division currently consists of two units, namely the Hospital 

Unit and the Cervical Cancer Care Unit.

Under the Hospital Unit, the Group continued to manage the 

Shanghai Woman and Child Healthcare Hospital of Hong-Kou 

District by way of a 51 percent equity interest in Shanghai 

Weiyi Hospital Investment & Management Co., Ltd. The hospital 

operation is demonstrating steady growth in patient’s traffic 

and is fulfilling its functional role as a platform to introduce new 

diagnostic services to local women population.

Under the Cervical Cancer Unit, the Group launched a 

coordinated and nationwide sales and marketing campaign for its 

HPV DNA testing kits and making important progress to register 

its products for distribution to women’s patients at hospitals 

nationwide.

The DNA-based diagnostic technology platform has been 

developed for the early screening and diagnosis of infectious 

and genetic diseases and involves a panel of techniques based 

on sensitive fluorescence detection, cost-effective microplate 

hybridization, and DNA microarray genotyping of amplified DNA 

products.



Mingyuan Medicare Development Company Limited Annual Report 2009

16

Management Discussion and Analysis (continued)

The HPV DNA testing kits offer superior sensitivity (>95%) for 

early screening of cervical cancer compared with conventional 

pap-smear test (50-60%). Besides, it does not require a large 

upfront capital investment on specialized equipment, and is only 

a fraction of the costs of other competitive products.

Cervical cancer is the second biggest cause of female mortality 

worldwide with over 288,000 deaths and 500,000 new cases 

every year. In China, cervical cancer causes over 50,000 deaths 

and over 130,000 new infections every year. Currently, it is 

estimated that over 300 million women nationwide undergo 

some form of cervical screening tests including the traditional 

methods of pap smear tests every year with much lower 

detection rate for cervical cancer.

According to the World Health Organization, cervical cancer 

is fully preventable and curable if pre-cancerous lesions are 

detected and treated early. Cervical cancer is caused by a 

common virus called human papilomavirus (“HPV”). High-

risk, cancer-causing types of HPV can be detected using DNA 

technology. Women above age 18 are recommended to take 

annual examination to screen cervical disease or cancer.

Medical Centres Management

Over the years, the Group has successfully established valuable 

contacts at hospitals, medical centres and distributors in the 

healthcare industry and the Group intends to further leverage on 

its strength as a leading supplier of bio-medical products and its 

experience by establishing a national network of medical centres 

by mergers and acquisition of existing independent medical 

centres, and forming business alliances with regional medical 

centres in China.

The division will principally be engaged in the provision of 

healthcare services for residents living in cities that demand 

attentive and quality healthcare services, and is complimentary 

to the Company’s existing business activities particularly in 

strengthening and expanding capability to launch health 

screening packages to residents living in major cities in China.

The establishment of the division will also provide greater 

flexibility for the Company to expand its existing operations in 

China, to introduce new screening and diagnostic kits more 

effectively and to provide a more comprehensive servicing 

coverage for customer loyalty orientation.

FINANCIAL PERFORMANCE

The net profit attributable to shareholders amounted to HK$75.6 

million (2008: HK$150.8 million), representing a decrease of 

49.9 percent over that of last corresponding year. The significant 

decrease in net profit was due to the increase of HK$36 million 

in interest expenses relating to the 2011 Bonds based on 

effective interest basis and amortization of the fair value of share 

options in the amount of HK$39 million. Earnings per share was 

2.49 HK cents (2008: 5.13 HK cents), representing a decrease of 

approximately 51.5 percent.

Protein Chips Division

Turnover contributed by the sale of the proprietary C-12 

products amounted to HK$319.2 million (2008: HK$290.5 

million), representing an increase of approximately 9.9 percent 

over that of last year. Segment profit of this division amounted 

to HK$217.6 million (2008: HK$207.5 million), representing an 

increase of approximately 4.9 percent over that of last year.

Despite an unstable year of economic circumstances, the Group 

continued to record good reasonable growth and sold a total 

of 3.1 million protein chips (2008: 2.8 million), representing an 

increase of 10.7 percent over that of last year. During the year, 

the Group continued its commitment to implement its sales 

plan that includes the expansion of sales network, optimization 

of chipreader utilization rate and diversification of chipset 

packaging.

Healthcare Division

This division currently consists of two units, namely the Hospital 

Unit and the Cervical Cancer Care Unit. Turnover contributed 

by this division amounted to HK$44.8 million (2008: HK$35.6 

million). The division incurred a loss of HK$4.5 million for the 

year (2008: profit of HK$2.7 million). The loss was due to the 

amortization of technical know-how arising on acquisition of 

Genetal BVI in the amount of HK$10.7 million.

Cervical Cancer Care Unit

The Group officially launched its new HPV DNA diagnostic kits 

in 2007 with the successful appointment of distributors in over 

nine provinces and two municipalities including Beijing and 

Shanghai. In 2009, the Group sold more than 155,000 kits 

(2008: 38,000 kits), representing an increase of 4.1 times over 

last corresponding year. The HPV DNA diagnostic kits are already 

approved to sell in over 160 hospitals in China.



Mingyuan Medicare Development Company Limited Annual Report 2009

17

Management Discussion and Analysis (continued)

Hospital Unit

The Group currently holds fifty one percent equity interest in 

Shanghai Woman and Child Healthcare Hospital of Hong-Kou 

District and continued to contribute positively to the Group.

Medical Centres Management

Turnover contributed by this new division amounted to HK$30.2 

million (2008: Nil). Segment profit of this division amounted to 

HK$3.6 million (2008: Nil).

PROSPECTS

The international financial crisis created new challenges in 

2009 and the year ahead is likely to be equally demanding and 

challenging. It is widely believed that the foundation for global 

economic recovery remains weak and the China Government is 

committed to maintain steady and rapid economic development 

in dealing with the domestic economic situation and to maintain 

the momentum of the economic turnaround.

While taking advantage of the improved economic environment 

domestically, the Group will continue to adopt a prudent 

approach towards the management of its business operations and 

will review its sales and credit policy with its customers from time 

to time. The Group will further strengthen its communication 

with its customers including distributors, hospitals, medical 

centres and life insurance companies to provide closer technical 

and customer support while establishing a better understanding 

of their needs.

The Group maintains its belief that early screening and diagnosis 

of potentially fatal diseases would significantly improve the 

chances of successful treatment and raises the survival rate of 

the patients. The Group is committed to develop internally by 

way of its proprietary protein chip platform and externally with 

established biomedical research institutions to bring effective 

screening and diagnostic tools for life threatening diseases that 

would be targeting both the urban and rural segment of the 

population.

In pursuit of its KM2003 Objectives, the Group is pleased with 

the progress on the implementation of its business plans that are 

largely focused on product series diversification, sales channel 

diversification, production expansion, technology partnerships, 

technology promotion, etc. This has led to the successful listing 

of C-12 products on the provincial drug catalogue of several 

provinces and the Shanghai municipality, the continual expansion 

in the distribution of the HPV DNA testing kits for cervical 

cancer in over 160 hospitals, and the set up of the unique sales 

arrangement with CLS for its Cancer Care Insurance Policy which 

will continue to be expanded to other cities gradually.

Being a leading biomedical company in the area of early 

screening and detection of diseases in China, the Group 

understands that there are many challenges and risks associated 

with the industry ahead. While China represents one of the 

largest and rapidly growing markets in healthcare products and 

services, it is a very unique market that requires a comprehensive 

understanding of the existing medical industry, regulations and 

operational mechanism.

The Group applies a methodical approach and a disciplined cost 

control philosophy towards the implementation of its business 

plans in the strengthening of distribution network and process, 

continuous improvement of production process and efficiency, 

and the on time delivery of a diversified new and upgraded range 

of biomedical products from both its proprietary and licensed 

platforms for the detection of diseases.

Facing a weaker economy and tighter national budgets, 

government globally is facing strained healthcare budgets 

and there is a strong belief that a reallocation of resources 

to a program of strong prevention and early detection would 

contribute to a healthier population and deliver considerable 

savings. During the 58th World Health Assembly of the WHO 

held in 2005, member states adopted a number of resolutions 

that included a common understanding on early detection and 

prevention of diseases by way of promoting national health 

programs to control and prevent diseases including cancers. It 

is estimated by WHO that one third of all cancer cases and 80 

percent of premature deaths from heart attacks and strokes 

are preventable. Earlier detection of diseases can lead to more 

effective treatment and prevention offers the most cost-effective 

and long term strategy for the control of cancer and other 

diseases.



Mingyuan Medicare Development Company Limited Annual Report 2009

18

Management Discussion and Analysis (continued)

Being a pioneer in this field of early screening, detection and 

prevention of diseases and a leading supplier of biomedical 

solutions in China, the Group has seized first mover advantage 

to service the increasing health conscious and affluent group of 

customers in China who demand higher standard of healthcare 

service and are looking for ways to improve quality of life 

including early medical therapy and treatment of diseases 

through early detection. The Group’s biomedical chips are 

designed for early detection of diseases. With increasing health 

conscious worldwide and increasingly tight medical resources, the 

Group believes the dynamic development of biomedical solutions 

provides a new trend in healthcare industry that is moving 

decisively in the direction of early detection and prevention of 

diseases. The accumulation of market experiences over the last 

few years enables the Group to appreciate the opportunities and 

challenges for biomedical products and services, and structure its 

unique distribution network for growth.

Since 2003, the Group has been implementing business plans 

and strategies in accordance with the KM2003 Objectives with 

an intention to strengthen its leading position as a protein chip 

supplier in China which is one of the most promising healthcare 

markets in the world. Despite many challenges ahead, the 

outlook for the Group is promising and is optimistic about its 

future and role in the healthcare reform.

On 5 January 2010, the Group established a new business 

segment named Bio Drugs business segment or to be referred 

more commonly as BDS business segment by announcing 

that it will engaged in the development, production and 

commercialization of a new generation of non-specific 

nanotechnology immunomodulatory drugs known as non-cell 

corynebacterium pavum products (the “NCPP Drugs”) following 

the acquisition of the relevant intellectual property rights relating 

to the NCPP Drugs from the National Institute for the Control of 

Pharmaceutical and Biological Products which is a an affiliated 

agency of the State Food and Drug Administration in China (or 

more commonly referred to as “SFDA”). The Group believes that 

there is a huge therapeutic market for major diseases and that 

this business segment is a natural progression of the existing 

business operations.

Key Milestones Progress

Based on KM2003 Objectives, the Group is committed to achieve 

key milestones and a summary of their respective progress are 

provided below:

Product Manufacturing and Distribution (“PMD”)

(1)	 Production management

Protein Chips

Phase I of the new production facility in the Fengxian 

MA District of Shanghai (the “Shanghai Plant”) began 

operational since August 2007 with a production 

capacity of four million protein chips. Back in 2005, the 

Group anticipated a significant growth in demand for 

its C-12 products and commenced the construction of 

a new production facility in the Fengxian MA District of 

Shanghai on a site area of approximately 81,764 sq.m. 

with a planned production capacity of 8 million chips 

annually. The Shanghai Plant will be the Group’s principal 

production base for a range of protein chips used for 

screening and diagnosis of different diseases.

The existing plant at the Huzhou Economic & 

Technological Development Zone in the Zhejiang Province 

is currently operating at its full production capacity of 1.5 

million C-12 products per annum.

HPV DNA Testing Kits

The existing production line is located at the Shenzhen 

Hi-tech Industrial Park in the Nanshan District and has a 

production capacity of 600,000 testing kits per annum.

(2)	 Build and strengthen the distribution channels and 

after sales support services.

The Group currently distributes its C-12 products to over 

1,300 hospitals and health centres in China through 

regional distributorships and direct sales. The Group 

intends to expand the points of service to over 3,000 

hospitals and health centres.
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The successful arrangement with CLS to support the 

cancer evaluation process on the Cancer Care Insurance 

Policy in Shanghai is contributing greatly to the sale of 

C-12 products and the Group expects more branches of 

China Life will start making the policy program available 

to their customers across China shortly. Leveraging on the 

existing distribution network of China Life in China, the 

Directors is confident that the Group’s revenue base will 

grow rapidly following more China Life branches joining 

as distribution points for the cancer care policy.

Already qualified as a partially reimbursable test in several 

provinces and the Shanghai Municipality in China, the 

Group is confident that the successful listing will provide 

milestone case study to promote listing in other nearby 

provinces and to strengthen the test to be considered at 

a national catalogue level.

(3)	 Commit resources in marketing and promotional 

activities.

The Group markets and promotes protein chips under 

the brand name “HealthDigit”. Currently, the Group 

is gaining increasing recognition for its product quality 

and corporate credibility. The Group intends to further 

leverage on its first mover advantage and market 

leadership position by investing additional resources 

on the promotion and cultivation of the brand name 

“HealthDigit” and the Group’s biomedical products and 

services.

(4)	 Pursue new research, discovery and product 

innovations.

The Group continues to conduct research in-house 

on different applications of protein chips to be used 

for early detection of diseases based on the existing 

protein technology platform and the emphasis will be 

on product development of cancer or cardiac related 

screening products. The Group intends to work with 

established research based institutions as partners in 

commercialization of successfully researched and licensed 

products which are used for early screening of diseases 

and which are complimentary to the existing products of 

the Group.

On 10 June 2009, the Group entered into a milestone 

co-operation agreement (the “Co-operation Agreement”) 

with Chinese National Human Genome Center in 

Shanghai (“CHGC”) and Shanghai Biochip Co., Ltd. 

(“SBC”) for joint development and production of 

advanced diagnostic kits for detecting Influenza A viruses.

Under the Co-operation Agreement, CHGC and SBC 

had successfully developed two advanced diagnostic 

kits for detecting Influenza A viruses, the Influenza A 

Virus Genotyping Detection Kit (RNA FQ-PCR) and the 

Influenza A Virus Genotyping Detection Kit (Sequencing) 

(collectively the “Kits”) and SHMY Healthdigit Biochips 

Company Limited (“Healthdigit Biochips”), a wholly 

owned subsidiary of the Company, will be responsible 

for the registration of the Kits with the SFDA. Healthdigit 

Biochips will share jointly with CHGC and SBC for the 

ownership of all intellectual property rights relating to the 

Kits. In addition to development of the Kits, all parties 

to the Co-operation Agreement has agreed to establish 

an uniquely dynamic technology platform with rapid 

response capability to develop diagnostic kits for early 

detection of major or new infectious diseases on demand 

basis.

Influenza A viruses (including the recent outbreak of 

Influenza A (H1N1) virus is a highly infectious disease 

which has long been regarded as a major health hazard 

to human. It is known that early detection of Influenza 

A (H1N1) virus is an effective measure to better prevent 

the spread of the infectious disease and to improve the 

chance of recovery for patients.

In May 2008, the Company announced that SHMY 

Healthdigit Biochips Company Limited (“Healthdigit”), a 

wholly owned subsidiary of the Company, has completed 

the development of a protein chip product (the “TBS 

Chip”) for the rapid diagnosis of tuberculosis (“TB”). 

The TBS Chip is able to detect multiple TB specific 

antibodies in the blood serum of the patient without 

special laboratory settings rapidly and efficiently, 

and is capable of conducting TB screening for mass 

population. The Group believes that this kind of rapid 

test could contribute more positively towards an effective 

management of TB. The application process to the SFDA 

for the granting of drug license is underway with final 

approval expected in 2010.
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The TBS Chip is the first product completed by Healthdigit 

with the technology developed at the Tuberculosis 

Research Laboratory of Second Affiliated Hospital of the 

PLA General Hospital in Beijing (the “PLA Hospital”). In 

August 2007, Healthdigit signed a long-term strategic 

partnership agreement with the PLA Hospital for the 

collaboration in scientific research and commercialization 

of technologies developed by the PLA Hospital, and 

participating in the various development programs of 

the PLA Hospital. In addition, the PLA Hospital has given 

Healthdigit exclusivity and priority to commercialize 

technologies developed by the PLA Hospital.

Formerly known as the PLA 309 Hospital, the Second 

Affiliated Hospital of the PLA General Hospital was 

founded in 1958. The PLA Hospital was affiliated to the 

PLA General Hospital and became its second affiliated 

hospital in May 2004. In its 50 years of development, 

the PLA Hospital has become one of the AAA ranked 

comprehensive hospital (the highest hospital ranking) in 

China and is highly reputable in treatment of respiratory 

infections and organ transplantation.

The Institute of Tuberculosis Research of the Hospital 

is the only PLA medical institution that is dedicated to 

the treatment, prevention, research, and education of 

TB. Throughout the years, the Institute is reputable in 

developing a series of treatment and diagnosis of TB 

which are being widely adopted by major hospitals in 

China.

(5)	 Establish global platform for the biomedical chips 

and testing kits.

While the major market for the Group is China, the 

Group has commenced feasibility studies on various 

markets outside China and intends to work with partners 

and regulators in their respective native countries for the 

distribution of “HealthDigit” protein chips and systems. 

The Group believes that the TBS Chip for tuberculosis 

and HPV DNA Testing Kits for cervical cancer have export 

potentials and could contribute effectively globally 

towards the management of the two diseases.

The Group is currently also exploring ways whereby 

overseas IVD products and healthcare services could 

be introduced in China and is working closely with 

international healthcare providers to further strengthen 

the Group’s corporate branding and capability.

(6)	 New Line of Biomedical Testing Kits and Chips for 

the Early Detection of Diseases

The Group intends to strengthen its leadership position 

in the biomedical industry by further diversifying its 

biomedical product series that contain the characteristics 

of both screening and diagnostic value and the Group 

plans to increase its efforts and resources for the 

promotion and distribution of the following biomedical 

products:

•	 C-6 Protein Chip – Product for the rural 

population and the health screening packages

The C-6 product is developed using the 

proprietary protein chip technology of the Group. 

C-6 quantitatively measures six different kinds 

of tumor markers including CA19-9, AFP, CEA, 

CA125, SCC and CK19 simultaneously and is 

suitable for clinical screening of major cancer 

types including liver cancer, gastric cancer, lung 

cancer, colorectal cancer.

The C-6 product has lower production cost and 

is suitable for the vast market in the rural regions 

in China. In recent years, the China government 

is striving to build a harmonious society and 

is investing heavily in healthcare including the 

treatment and prevention of cancers in those rural 

regions. For example, the China Primary Health 

Care Foundation had set up a special fund for 

the prevention and treatment of cancer in 2006, 

and the plan was to provide free tumor screening 

for one million people. This project is currently 

under way in China. The C-6 product has a low 

product cost, is effective for the screening of 

most devastating cancer types in China, and thus 

is in line with the trend of cancer prevention and 

management in China. The Company is confident 

about the market potential of the C-6 product.

The C-6 product has been successfully approved 

during the year by the SFDA.
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•	 Tuberculosis Screening Chip (referred to as “TBS 

Chip”) – Rapid Detection of Tuberculosis

TB is the number one infectious disease both 

in incidence and in death rate, causing about 2 

million deaths globally and over 200,000 deaths 

in China each year. The disease is also making 

a comeback in recent years because of the 

emergence of AIDS, the abuse uses of antibiotics 

that result in TB drug resistance, and the lack of 

progress in recent years on new diagnostic and 

therapeutic technology to overcome the disease. 

That is why institutions such as the WHO and 

the Bill & Melinda Gates Foundation have put 

up major efforts into fighting TB. The China 

government has also put high emphasis on the 

importance of the prevention of TB in its 11th 

Five Year Plan. According to WHO, the world 

market potential for TB diagnosis is over US$1.0 

billion and the Chinese market potential for TB 

diagnosis is estimated to be over RMB1.0 billion.

The Group has completed the development 

of a TBS Chip for the rapid detection of TB 

which is intended to be sold domestically and 

internationally. The TBS Chip is able to detect 

multiple TB specific antibodies in the bold 

serum of the patient without special laboratory 

settings rapidly and efficiently, and is capable of 

conducting TB screening for the mass population.

The TBS Chip will contribute very effectively 

towards a better national management of 

tuberculosis leading to better control of the 

disease from spreading. Besides the TB Screening 

Chip, the Group will continue to develop the TB 

series including diagnostic chip, vaccine and drug. 

The TBS Chip is currently under review by the 

SFDA for certification as a medical device for in 

vitro diagnosis.

•	 Second Generation of C12 Protein Chip (referred 

to as “C12A”)

The C-12A quantitatively measures twelve 

different kinds of tumor markers and is an 

improved version of the flagship C-12 product 

of the Group. Four of the 12 markers in C-12 

are replaced in C12A and, as a result, the C12A 

shows significant improvement in its sensitivity 

and specificity over C-12. The twelve markers 

will include AFP, CEA, CA19-9, CA125, CA242, 

CA15-3, HCG, NSE, SCC, CK19, CA72-4 and 

c-PSA. C-12A is useful for assisting cancer 

diagnosis and for clinical screening for cancers for 

people who are cancer suspects or at high risk for 

cancer.

The C-12A is currently under review by the SFDA 

for certification.

•	 Protein Chip for Rheumatoid Autoimmune 

Diseases (referred to as “RAD”)

Autoimmune diseases affect an estimated 3 to 5 

percent of the total population with the highest 

prevalence in the elderly. Being a major category 

of the autoimmune diseases, rheumatoid disorders 

are difficult to recognize in the early stage, but in 

late stages, multiple organs can be affected and 

damages can be irreversible.

The word “auto” is the Greek word for self. 

The immune system is a complicated network 

of cells and cell components (called molecules) 

that normally defends the body and eliminates 

infections caused by bacteria, viruses, and other 

invading microbes. If a person has an autoimmune 

disease, the immune system mistakenly attacks 

itself, targeting the cells, tissues, and organs of 

the person’s own body. A collection of immune 

system cells and molecules at a target site is 

broadly referred as inflammation.
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Rheumatoid disorders include systemic 

lupus erythematosus, rheumatoid arthritis, 

Sjogren’s syndrome, scleroderma, polymyositis/

dermatomyositis and mixed connective tissue 

disease.

Clinical tests for RAD protein chip have been 

successfully completed and it is estimated that 

over 50 million people in China suffered from 

rheumatoid autoimmune diseases.

•	 Protein Chip for Infertility and Sterility Diseases 

(referred to as “ISD”)

The protein chip is used to diagnose certain 

autoimmune disorders that cause infertility and 

sterility. Such disorders include endometriosis, 

recurrent spontaneous miscarriage, and 

dysfunction of the ovary and sperms.

Clinical tests for ISD have already been 

successfully completed and it is estimated that 

over 20 million people in China suffered from 

infertility and sterility diseases.

Medical Centres Management (“MCM”)

Over the years, the Group has successfully established valuable 

contacts at hospitals, medical centres and distributors in the 

healthcare industry and the Group intends to further leverage on 

its strength as a leading supplier of bio-medical products and its 

experience by establishing a national network of medical centres 

(the “MCM”) by mergers and acquisition of existing independent 

medical centres, and forming business alliances with regional 

medical centres in China.

The MCM will principally be engaged in the provision of 

healthcare services for residents living in cities that demand 

attentive and quality healthcare services, and is complimentary 

to the Group’s existing business activities particularly in 

strengthening and expanding capability to launch health 

screening packages to residents living in major cities in China.

The establishment of the MCM will also provide greater flexibility 

for the Group to expand its existing operations in China, to 

introduce new screening and diagnostic kits more effectively and 

to provide a more comprehensive servicing coverage for customer 

loyalty orientation.

Bio Drugs (“BDS”)

The Group believes that immunotherapy offers an innovative and 

attractive approach for treating life threatening diseases as the 

therapy often have fewer side effects, including less potential for 

creating resistance in microbial diseases and the new generation 

of non-specific nanotechnology immunmodulatory drugs provides 

a more effective and dynamic immunotherapeutic solution, than 

existing drugs.

On 5 January 2010, the Group announced that SHMY HealthDigit 

Biochips Company Limited (“HealthDigit Biochips”), a wholly-

owned subsidiary of the Company, had entered into a milestone 

Technology Transfer Agreement (the “TT Agreement”) with the 

National Institute for the Control of Pharmaceutical and Biological 

Products (the “NICPBP”) for the development, production 

and commercialization of a new generation of non-specific 

nanotechnology immunomodulatory drugs known as non-cell 

corynebacterium pavum products (the “NCPP Drugs”).

While vastly increasing the immunological ability of the 

corynebacterium pavum products (the “CPP”) at clinical 

environment, the innovative NCPP drugs will enhance the 

immunotherapeutic efficacy of the CPP to its fullest potential and 

to treat patients with life threatening diseases including influenza 

A (H1N1), tuberculosis, human immunodeficiency virus (HIV) and 

certain types of cancer more safely and effectively.

Under the TT Agreement, the NICPBP transferred all intellectual 

property rights together with the production know how of the 

NCPP Drugs to HealthDigit Biochips. HealthDigit Biochips will 

be responsible for (i) the registration of the NCPP Drugs with 

the SFDA; and (ii) the production and commercialization of the 

NCPP Drugs. NICPBP will remain as a technical advisor to the 

development and production of the NCPP Drugs, and work 

jointly with HealthDigit Biochips to further develop the clinical 

applications of NCPP Drugs for various other diseases.

Established in the 1950s as an affiliated agency of the SFDA, 

NICPBP is the highest level institute for the safety and quality 

control of pharmaceutical and biological products in China. 

NICPBP is also the Center for Drug Quality Assurance for 

World Health Organization, the National Center for Medical 

Culture Collections and the National Research Center for the 

Standardization of Pharmaceutical and Biological Drugs in China.

Both the Company and the NICPBP believes the new generation 

of nonspecific nanotechnology immunomodulatory drugs will 

contribute greatly to the treatment of life threatening diseases to 

all mankind.




