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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of BrainAurora Medical Technology Limited
X s ST B R A A

(incorporated in the Cayman Islands with limited liability)
Opinion

We have audited the consolidated financial statements of BrainAurora Medical Technology Limited fii
sk G ST B A PR 4 7] (the "Company") and its subsidiaries (collectively referred to as "the
Group") set out on pages 4 to [88], which comprise the consolidated statements of financial position of
the Group as at December 31, 2021, 2022 and 2023 and June 30, 2024, the statements of financial
position of the Company as at December 31, 2023 and June 30, 2024 and the consolidated statements
of profit or loss and other comprehensive income, consolidated statements of changes in equity and
consolidated statements of cash flows of the Group for each of the three years ended December 31,
2023 and the six months ended June 30, 2024, and notes to the consolidated financial statements,
including material accounting policy information and other explanatory information.

In our opinion, the consolidated financial statements of the Group for each of the three years ended
December 31, 2023 and the six months ended June 30, 2024 are prepared, in all material respects, in
accordance with the basis of preparation and presentation set out in note 2 to the consolidated financial
statements.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued by
the Hong Kong Institute of Certified Public Accountants (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.

Other Matter
The comparative financial information for the six months ended June 30, 2023 has not been audited.
Emphasis of Matter - Basis of Accounting and Restriction on Distribution and Use

We draw attention to note 2 to the consolidated financial statements, which describe the basis of
accounting. The consolidated financial statements are prepared solely for the purpose of inclusion in
the financial information to be incorporated in the prospectus of the Company dated [December 30,
2024] in connection with the initial public offering of the shares of the Company on the Main Board of
The Stock Exchange of Hong Kong Limited. As a result, the consolidated financial statements may not
be suitable for another purpose. Our opinion is not modified in respect of this matter. Our report is
intended solely for the Company and should not be distributed to or used by parties other than the
Company without our prior written consent. All duties and liabilities (including, without limitation,
those arising from negligence or otherwise) to any third party are specifically disclaimed. As explained
in our engagement letter governing this engagement, the Contracts (Rights of Third Parties) Ordinance
does not apply, and only the signing parties to the engagement letter have any rights under it.

WorldClass
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of BrainAurora Medical Technology Limited - continued
TSR S By B 507 PR 22 &)

(incorporated in the Cayman Islands with limited liability)

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 in accordance with the basis of preparation set out in note 2 to the consolidated financial
statements, this includes determining that the basis of accounting is an acceptable basis for the
preparation of the consolidated financial statements in the circumstances, 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.

In preparing the consolidated financial statements, the directors 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 so.

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 solely to you, as a body, in accordance with our agreed terms of
engagement, 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.

As part of an audit in accordance with HKSAs, we exercise professional judgment 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.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.



INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of BrainAurora Medical Technology Limited - continued
Wi sh R G E T BHEE TR 2 7]

(incorporated in the Cayman Islands with limited liability)
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements - continued

® 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.

® Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the group as a basis for forming an
opinion on the group financial statements. We are responsible for the direction, supervision and
review of the audit work performed for purposes 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.

Dbk Jrde /Z/rmﬁ%w

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

December 30, 2024



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
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CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE THREE YEARS ENDED DECEMBER 31. 2023 AND SIX MONTHS ENDED JUNE 30, 2024

For the six months

For the vear ended December 31. ended June 30,
Notes 2021 2022 2023 2023 2024
RMB'GO0 RMB'T00 RMB'0O00 RMBGO0 RMB000
(unaudited)

Revenue 6 2,299 11,291 67,200 24,412 51,887
Cost of sales (993) (7,994) (35,136) {12.309) (27,367
Gross profit 1,304 3,297 32,604 12,103 24,520
Other income 7 1,478 3,915 2,079 1,692 582
Other gains and losses, net 8 3 3,098 2,318 2,139 2,135
Fair value loss of

financial fiabilities at fair value through

profit or loss ("FVTPL") 27 (623,764} (385,886) (165,216) (163,543) (243)
Impairment loss under expected credit loss

("ECL") model, net of reversal (13) (50) (848) (248) (4,142)
Selling and distribution expenses (10,813} (11,928) (38,399) (17,024) (25,376)
Administrative expenses (26,782) (27,762) (54,398) (13,047) (28,138}
Research and development expenses {32,760) (67,627} (90,733) (34,371) (64,231)
Finance costs 9 (6,391) (19,223} (20,216} (9,962) (10,904)
Listing expenses - - (25,767) (10,309 (8.,592)
Other expenses (94) (295) - - -
Lass before tax (697.838) (502,461) {359,116} (234.570) (114,389)
Income tax expense 10 - - - - “
Loss and total comprehensive

expense for the year/period 11 (697,838) (502,461) (359,116) (234,570) (114,389)
(Loss) profit for the year/period

attributable to: Owners of the Company (697.837) (502,452) (359,083) {234,597) (114,328)

Non-controlling interests (H )] (33) 27 (61}

(697,838) (502,461 (359,1106) (234,570) (114,389)

Loss per share (RMB) 15
Basic {4,652} (1,788) (615) {(757) (126)
Diluted (4.652) (1,788) (615) {7I57) (126)



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS AT DECEMBER 31, 2021, 2022 AND 2023 AND JUNE 30. 2024

As at December 31 As at June 30
Notes 2021 2022 2023 2024
RMBO00O RMB'000 RMBOOG RMB'060

NON-CURRENT ASSETS

Property, plant and equipment 16 9,479 22,821 23,503 24,828
Right-of-use assets 17 17,721 11,688 13,155 7,802
Intangible assets 18 70 562 4,222 3,620
Prepayments and other receivables 19 3,328 3,437 2,009 2,822
Term deposits 21 - 73,006 - -
Restricted bank deposit 21 - - 49,241
30,598 110,914 92,130 39,072
CURRENT ASSETS
Contract costs 457 251 4,094 884
Trade and other receivables and
Prepayments 19 16,474 19,674 76,053 103,644
Amounts due from related parties 37 29 29 - -
Financial assets at FVTPL 20 - 228,789 - -
Restricted bank deposit 21 - - 165,000 119,421
Term deposits 21 - 30,180 - -
Bank balances and cash 21 323,740 28,251 57,577 55,906
340,700 307,174 302,724 279,855
CURRENT LIABILITIES
Trade and other payables 22 13,974 17,746 43,261 46,842
Contract liabilities 25 450 1,023 3,804 5,837
Amounts due to related parties 37 2,364 2,364 - -
Lease ljiabilities 24 6,686 7,523 7,927 5,534
Bank and other borrowings 26 - 6,965 22083 16,127
Deferred Income - - 225 993
Financial liabilities at FVTPL 27 153,465 . 315,544 315,787
176,939 35,621 392,844 391,120
NET CURRENT ASSETS
(LIABILITIES) 163,761 271,553 (90,120) {111,265)
TOTAL ASSETS LESS
CURRENT LIABILITIES 194,359 382,467 2,010 (72,193)




BRAINAURORA MEDICAL TECHNOLOGY LIMITED
Tl BT B R 24 )

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION - continued
AS AT DECEMBER 31, 2021, 2022 AND 2023 AND JUNE 30, 2024

As at December 31 As at June 30
Notes 2021 2022 2023 2024
RMB000 RMBOGO RMB0OOO RMB'0O00

NON-CURRENT LIABILITIES

Contract liabilities 25 283 427 126 41
Lease liabilities 24 10,886 3,796 4,627 1,125
Long-term bond 23 291,197 309,855 329,438 337,640
Financial liabilities at FVTPL 27 573,281 1,162,632 - -
Deferred Income - - - 267
875,641 1,476,710 334,191 339,073
NET LIABILITIES (681,282) {1,094,243) (332,181) (411,266)
CAPITAL AND RESERVES
Paid-in capital/share capital 28 3,935 4,430 1 1
Reserves (685,216) (1,098,663) (332,139) (411,163)
Equity attributable to owners
of the Company {681,281) (1,094,233) (332,138) (411,162)
Non-controlling interests ) (10} (43) {104)
TOTAL DEFICITS (681,282) (1,094,243) (332,18 (411,266)

The consolidated financial statements on pages 4 to 88 were approved and authorized for issue by the board
of directors on December 30, 2024 and are signed on its behalf by:

=2 A

Mr. Tran Zheng Dr. Wang Xiaoyi

DIRECTOR DIRECTOR



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
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STATEMENTS OF FINANCIAL POSITION OF THE COMPANY
AS AT DECEMBER 31. 2021, 2022 AND 2023 AND JUNE 30. 2024

NON-CURRENT ASSET
Investments in subsidiaries

CURRENT ASSETS
Other receivables and prepayments
Bank balances and cash

CURRENT LIABILITIES
Other payables

Amount due to a subsidiary
Financial liabilities at FVTPL

NET CURRENT LIABILITIES

TOTAL ASSETS LESS
CURRENT LIABILITIES

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

19
21

22
37
27

28
29

As at

December 31,

2023

RMB'000

353,361

8,007
15,584

23,591

12,673
7,012
315,544

335,229
(311,638)

41,723

41,723

41,722

41,723

As at
June 30,
2024
RMB'000

388,665

10,688
12,154

22,842

18,803
7,056

315,787

341,646

(318,804)

69,861

69,861

1
69,860

69,861
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BRAINAURORA MEDICAL TECHNOLOGY LIMITED

BN G B ST B A IR A )

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY - continued
FOR THE THREE YEARS ENDED DECEMBER 31. 2023 AND SIX MONTHS ENDED JUNE 30, 2024

Notes:

1.

iil.

On September 8, 2021, Zhejiang BrainAurora Medical Technology Co., Ltd.* (HfiTiSSHRE5 ekl
AR ), which was formerly known as Nanjing Wise Spirit Education Technology Co., Ltd.* (7§
AR S E R HEHFIRA ) before September 2021)) ("BrainAurora Zhejiang") entered into an
investment agreement (the "Series B+ Financing") with three independent investors (collectively as
the "Series B+ Investors"), pursuant to which Series B+ Investors shall make total investments of
RMB63,695,000 to subscribe new paid-in capital of RMB1,741,000 in BrainAurora Zhejiang
(representing 12.40% equity interests in BrainAurora Zhejiang).The cash consideration was fully
settled in 2021. The excess of RMB61,954,000 between the cash consideration of RMB63,695,000
and the new paid-in capital of RMB1,741,000 was recorded in capital reserve.

On March 20, 2022, BrainAurora Zhejiang entered into an investment agreement (the "Series C
Financing") with two independent investors and two of its existing shareholders (collectively as the
"Series C Investors"), pursuant to which Series C Investors shall make total investments of
RMB138,000,000 to subscribe new paid-in capital of RMB764,000 in BrainAurora Zhejiang
{representing 5.16% equity interests in BrainAurora Zhejiang), out of which RMB89,500,000 was
settled in 2022. The excess of RMBE89,005,000 between the cash consideration of RMB 89,500,000
and the new paid-in capital of RMB495,000 was recorded in capital reserve.

The remaining consideration of RMB48,500,000 of Series C Financing was settled in March 2023.
The excess of RMB48,232,000 between the cash consideration of RMB48,500,000 and the new
paid-in capital of RMB268,000 was recorded in capital reserve.

Besides, on February 15, 2023, BrainAurora Zhejiang entered into an additional investment
agreement with one of the Series C Investors, pursuant to which the investor shall make additional
investments of RMB15,500,000 to subscribe new paid-in capital of RMB86,000 in BrainAurora
Zhejiang (representing (0.58% equity interests in BrainAurora Zhejiang). The consideration was
fully settled in March 2023. The excess of RMB15,414,000 between the cash consideration of
RMB15,500,000 and the new paid-in capital of RMB86,000 was recorded in capital reserve.

-10 -



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
R BRI CEE ST B IR A

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY - continued
FOR THE THREE YEARS ENDED DECEMBER 31, 2023 AND SIX MONTHS ENDED JUNE 30, 2024

Notes: - continued

iv.

vi.

On June 30, 2023, as part of the group reorganization as set out in Note 2 to the consolidated
financial statements, Zhejiang Zhiling Ruidong Medical Technology Co., Ltd.* (V1% & 45055
RHHERZAR) ("Zhiling Ruidong”), a subsidiary of the Company, acquired the then shareholders'
respective equity interests in BrainAurora Zhejiang for an aggregate cash consideration of
RMB89,119,000. Included in the total consideration of RMB89,119,000, (i) consideration of
RMB74,351,000 will be contributed to a subsidiary of Zhiling Ruidong, (ii) consideration of
RMB6,223,000 will be invested to the Company's Ordinary Shares (as defined in Note 2) which
will be recognized as share capital and share premium and debited to capital reserve and (iii)
consideration of RMB8,545,000 will be invested to the Company's Series A-1 Preferred Shares (as
defined in Note 2). The paid-in capital of BrainAurora Zhejiang of RMB 14,891,000 was transferred
to capital reserve upon the completion of the reorganization.

Other reserve represents the balance of equity-settled share-based payments transferred from share-
based payments reserve upon vesting.

On August 2, 2023, a total of 85,166 shares (the "Awarded Shares") of the Company had been
allotted and issued to Wisdomspirit Holding Limited ("HoldCo"), a company whelly owned by
Trident Trust Company (HK) Limited ("Trident"), to facilitate the administration of the Pre-IPO
Share Award Scheme as defined in Note 32. The Award Shares will be held in the HoldCo for the
relevant selected participants until such Awarded Shares are vested. Based on the arrangements
among the Company and Trident, the Company is able to control Trident and its subsidiary HoldCo.
Therefore, the Group (as defined in Note 1) accounts for Trident and HoldCo as consolidated
structured entities. The ordinary shares of the Company held by HoldCo are accounted for as a debit
to the Group's reserve and are presented under the heading of "Shares held under Pre-IPO Share
Award Scheme" in the consolidated statements of changes in equity.

English name is for identification purpose only.

-11 -



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
B AR ST AT PR 24 7]

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE YEARS ENDED DECEMBER 31. 2023 AND SIX MONTHS ENDED JUNE 30. 2024

For the six months
For the vear ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMBOOO RMB'000 RMB'000 RMB'000 RMBOOO
(unaudited)

OPERATING ACTIVITIES
Loss before tax {697,838) (502,461) (359,116) (234,570) {114,389)
Adjustment for:
Fair value gains on financial assets at FVTPL - (3,239) (2,672) (2,672) -
Depreciation of property, plant and equipment 611 5,730 13,779 6,172 8,642
Depreciation of right-of use assets 936 6,633 6,994 3,318 3,938
Amortization of intangible assets 81 67 493 112 869
Release of deferred government grants - - - - {150}
Impairment loss under ECL model,
net of reversal 13 30 848 248 4,142
(Gains) losses on disposal of property,
plant and equipment {6) 131 64 64 -
Interest income (1,326) (3.903) (2,079) (1,692) (432)
Losses on lease modifications - - 223 - 7
Finance costs 6,391 19,223 20,216 9,962 10,904
Fair value loss of financial
liabilities at FVTPL 623,764 385,886 165,216 163,543 243
Gain on re-estimated repayments of
long-tenm bond - - - - (2,151)
Recognition of equity-settled
share-based payments 19,370 - 44,873 - 35,304
Operating cash flows
before movements in working capital (48.004) (91,883) (111,161) {55,513) (53,073)
{Increase) decrease in contract costs (439) 206 (3.843) (829) 3.210
Increase in frade and other receivables
and prepayments {(6,009) (11,788) (48,010) {25,334) (30,067)
Increase in trade and other payables 4,854 2,068 23,437 13,354 1,270
Increase in contract liabilities 392 717 2,480 2,318 1,948
Increase in deferred income - - 225 - 1,185
NET CASH USED IN
OPERATINGACTIVITIES {(49,206) (100,680) (136,872) {66,006) (75,527)

-12 -



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
B O T R IR A

CONSOLIDATED STATEMENTS OF CASH FLOWS - continued
FOR THE THREE YEARS ENDED DECEMBER 31, 2023 AND SIX MONTHS ENDED JUNE 30. 2024

For the six months

For the year ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB'000 RMB'0GO RMB'000
(unaudited)
INVESTING ACTIVITIES
Interest received 1,308 2,626 2,918 2,828 198
Purchases of property, plant and equipment (10,799) (16,401) (15,966) {6,454) (9,865)
Payments for right-of use assets (285) - (110} - -
Proceeds from disposal of property,

plant and equipment 14 23 248 244 35
(1,474) -

Payments for rental deposits (2,184)
Purchases of financial assets at FVTPL -
Proceeds from disposal

(1,261,080) (559,011) (559,011) -

of financial assets at FVTPL - 1,035,530 790,472 774,199 -
Placement of restricted bank deposit - - (414,100) (314,100) -
Withdrawal of restricted bank deposit - - 200,100 14,100 95,000
Placements of term deposits with original

maturity over three months - (102,000) {20,000) (20,000) -

Disposal of term deposits with original

maturity over three months - - 122,000 122,000 -
Payments for intangible assets (24) (2,660) (2,053) (240) (367)
Refund of rental deposit at end of a lease - - - - 1,001
Loans to third parties (9,500) - (500) {500) -
Repayment of Joan from a third party - 9,500 - - -
Loan to a related party (6) - - - -
Advance to related parties - - (5,918) (1,900) -
Repayment of loan from a related party - - 29 - -
Repayment of advance from related parties - - 5,918 - -

NET CASH (USED IN)

FROM INVESTING ACTIVITIES {21,476) (334,462) 102,553 11,166 86,002
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CONSOLIDATED STATEMENTS OF CASH FLOWS - continued
FOR THE THREE YEARS ENDED DECEMBER 31, 2023 AND SIX MONTHS ENDED JUNE 30. 2024

For the six months
For the vear ended December 31, ended fune 30.
Notes 2021 2022 2023 2023 2024
RMB'000 RMBOGO RMB'000 RMB'0O0O RMB'000
(unaudited)

FINANCING ACTIVITIES
Capital injection (3,695 29,500 64,000 64,000 -
Proceeds from bank and

other borrowings - 6,959 15,000 - -
Proceeds from issue of long-term bond 23 300,000 - - - -
Proceeds from issue
of financial Habilities at FVTPL 27 50,000 50,000 - - -
Issue of Ordinary Shares - “ 6,224 - -
Paymenits to shareholders
In relation to the group reorganization 2 - - (89,119 - -
Receipts from sharcholders
In relation to the group reorganization - - 82.896 - -
Payment of financial advisory fees in
relation to long-term bond (15,000} - - - -
Repayment of bank borrowings - - - - {6,600)
Payments of share issue costs - - {(4.531) (393) (1.152)
Interest paid (194) (565) (633) (189) (551)
Repayment of lease liabilities (806) (6,247) (7,946) (3,952) {4,487
Repayment to related parties (4.0806) - (2,364) (2.267) -
NET CASH FROM (USED IN)
FINANCING ACTIVITIES 393,609 139,647 63,527 57.199 (12,190)
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS 322,927 (295,493) 29,208 2,359 (1,715)
CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE YEAR/PERIOD 313 323,740 28,251 28,251 57,577
Effect of foreign exchange rate changes - 6 118 261 44
CASH AND CASH EQUIVALENTS

AT THE END OF THE YEAR/PERIOD 21 323,740 28,251 57,577 30.871 55,9006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE YEARS ENDED DECEMBER 31. 2023 AND SIX MONTHS ENDED JUNE 30. 2024

1. GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as an exempted company with limited
liability under the Companies Law section 165 of the Cayman Islands on April 25, 2023. The
address of the Company's registered office is at 3-212 Governors Square, 23 Lime Tree Bay Avenue,
P.O. Box 30746, Seven Mile Beach, Grand Cayman KY1-1203, Cayman Islands. The principal
place of business of the Company is Block A, Dongsheng Science and Technology Park &
Fengyeyuan Digital Industry Economic Park, Zhongguancun, 135 Qinghe Road, Haidian District,
Beijing, the People's Republic of China (the "PRC").

On December 20, 2020, the acting in concert parties, namely Mr. Tan Zheng, Dr. Wang Xiaoyi and
two entities controlled by Dr. Wang Xiaoyi (collectively referred to as the "the Onshore AIC
Parties"), entered into an acting in concert agreement, pursuant to which, among others, the Onshore
AIC Parties agreed to (i) act in concert for so long as they remain interested in the equity of
BrainAurora Zhejiang; (ii) consult each other and reach a consensus before voting at the board
meetings and shareholders' meetings of BrainAurora Zhejiang; and (iii} in case the parties fail to
reach a consensus, vote based on the opinion of Mr. Tan Zheng.

On August 6, 2023, the acting in concert parties, namely Mr. Tan Zheng, Dr. Wang Xiaoyi, ZTan
Limited, a company wholly owned by Mr. Tan Zheng, and Wispirits Limited, a company wholly
owned by Dr. Wang Xiaoyi (collectively referred to as the "the Offshore AIC Parties"), entered into
another acting in concert agreement, pursuant to which, among others, the Offshore AIC Parties (i)
acknowledged and confirmed that, the Offshore AIC Parties have acted in concert with respect to
the management of BrainAurora Zhejiang during the period when BrainAurora Zhejiang was the
holding company of the Group and with respect to the management of the Company since it became
the holding company of the Group; and (ii) agreed to act in concert for so long as they remain
interested in the shares of the Company, consult each other and reach a consensus before voting at
the board meetings and shareholders' meetings of the Company, and in case the parties fail to reach
a consensus, vote based on the opinion of Mr. Tan Zheng.

The Company is an investment holding company. Its subsidiaries are principally engaged to offer
cognitive 1mpairment digital therapeutics ("DTx") integral software solutions in the PRC. The
Company and its subsidiaries are hereinafter collectively referred to as the "Group".

The consolidated financial statements for the three years ended December 31, 2023 and six months
ended June 30, 2024 are presented in Renminbi ("RMB"), which is also the functional currency of

the Company.

No statutory financial statements of the Company have been prepared since its date of incorporation
as it is incorporated in jurisdiction where there 1s no statutory audit requirements.
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GROUP REORGANIZATION, BASIS OF PREPARATION AND PRESENTATION OF

CONSOLIDATED FINANCIAL STATEMENTS

Prior to the group reorganization, the operations of the Group were mainly carried out by
BrainAurora Zhejiang and its subsidiaries in the PRC.

For the purpose of the proposed listing on the Main Board of The Stock Exchange of Hong Kong
Limited (the "Stock Exchange"), the Group underwent the reorganization which comprised the
following steps (the "Reorganization"):

1.

The Company was incorporated as an exempted company with limited liability in the
Cayman Islands on April 25, 2023 with an authorized share capital of United States Dollars
("USD") 50,000 divided into 500,000,000 ordinary shares of USD0.0001 each.

On April 28, 2023, BrainAurora Limited ("BrainAurora”) was incorporated in the British
Virgin Islands with an authorized share capital of USD50,000 divided into 50,000 ordinary
shares of USD1 each, which were issued to the Company on incorporation. BrainAurora is
wholly-owned by the Company.

On May 11, 2023, BrainAurora (HK) Medical Technology Limited ("BrainAurora (HK) ")
was incorporated in Hong Kong as a direct wholly-owned subsidiary of BrainAurora.

On June 16, 2023, Zhiling Ruidong was established in the PRC with a registered capital of
RMB100,000,000. Zhiling Ruidong is wholly-owned by BrainAurora (HK).

Between April 2023 and July 2023, the Company issued a total of 1,000,000 shares,
consisted of 873,146 ordinary shares, 95,878 series A-1 preferred shares ("Series A-1
Preferred Shares") and 30,976 series A-2 preferred shares ("Series A-2 Preferred Shares”)
("Series A-1 Preferred Shares" and "Series A-2 Preferred Shares" are collectively referred
to as "Series A Preferred Shares"), for a subscription price of USD0.0001 per share
proportionately to companies owned by the then shareholders of BrainAurora Zhejiang. The
preferential rights for Series A-1 Preferred Shares and Series A-2 Preferred Shares are
detailed in Note 27. The Company's ordinary shares and Series A-2 Preferred Shares are
collectively referred to as "Ordinary Shares".

On June 15, 2023, Zhiling Ruidong entered into capital injection agreements to make
aggregate capital injection of RMB20,000,000 to BrainAurora Zhejiang to subscribe new
paid-in capital of RMB1,655,000 of BrainAurora Zhejiang. The cash consideration was
settled in August 2023.

On June 30, 2023, Zhiling Ruidong entered into equity transfer agreements with the then
shareholders of BrainAurora Zhejiang, pursuant to which Zhiling Ruidong acquired the then
shareholders' respective interest in BrainAurora Zhejiang for an aggregate cash
consideration of RMB89,119,000. After the transfer, BrainAurora Zhejiang became a
wholly-owned subsidiary of Zhiling Ruidong.
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2. GROUP REORGANIZATION, BASIS OF PREPARATION AND PRESENTATION OF
CONSQOLIDATED FINANCIAL STATEMENTS - continued

Upon completion of the Reorganization, the Company has become the holding company of the
companies now comprising the Group by interspersing the Company, BrainAurora, BrainAurora
(HK) and Zhiling Ruidong between BrainAurora Zhejiang and its then shareholders. The Group
comprising of the Company and its subsidiaries resulting from the Reorganization is regarded as a
continuing entity, and accordingly, the consolidated financial statements for the three years ended
December 31, 2023 and six months ended June 30, 2024 have been prepared as if the Company had
always been the holding company of the Group.

The consolidated statements of profit or loss and other comprehensive income, consolidated
statements of changes in equity and consolidated statements of cash flows of the Group for the three
years ended December 31, 2023 and six months ended June 30, 2024 and the consolidated
statements of financial position as at December 31, 2021 and 2022 are prepared using the then
carrying amounts in the financial statements of the companies comprising the Group as if the current
group structure had been in existence throughout the three years ended December 31, 2023 and six
months ended June 30, 2024 or since their respective dates of incorporation or acquisition, where
there is a shorter period.

The Group was in net current liabilities position of RMB111,265,000 mainly due to the balance of
financial liabilities at FVTPL, i.e. Series A-1 Preferred Shares, of RMB315,787,000 as at June 30,
2024. The Series A-1 Preferred Shares will not be redeemed within the next twelve months from
June 30, 2024 as disclosed in Note 27 that the redemption date has been extended to December 31,
2025 and was subsequently extended to June 30, 2026. After taking into account of the Group's
cashflow projection, expected working capital requirements and the commitment of continuous
financial support provided by Mr. Tan Zheng, a controlling shareholder, the management of the
Group is satisfied that the Group is able to meet in full its financial obligations as they fall due for
a period of twelve months from June 30, 2024 and it is appropriate to prepare the consolidated
financial statements for the three years ended December 31, 2023 and six months ended June 30,
2024 on a going concern basis.

The consolidated financial statements for the three years ended December 31, 2023 and six months
ended June 30, 2024 are prepared solely for the purpose of inclusion in the financial information to
be incorporated in the prospectus of the Company dated December 30, 2024 in connection with the
initial public offering of the shares of the Company on the Stock Exchange. As a result, the
comparative figures for the year ended December 31, 2021 have not been presented.

These consolidated financial statements are the first set of financial statements of the Group
applying International Financial Reporting Standards ("IFRSs") and the application of IFRS 1 First-
time Adoption of International Financial Reporting Standards has had no material impact on the
financial position, financial performance and cash flows of the Group.

3. APPLICATION OF NEW AND AMENDMENTS TO IFRSs

For the purpose of preparing and presenting the consolidated financial statements for the three years
ended December 31, 2023 and six months ended June 30, 2024, the Group has consistently applied
the accounting policies which conform with IFRSs, which are effective for the accounting period
beginning on January 1, 2024, throughout the three vears ended December 31, 2023 and six months
ended June 30, 2024,
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3. APPLICATION OF NEW AND AMENDMENTS TO IFRSs - continued
New and amendments to IFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to IFRSs that have been issued
but are not yet effective:

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture'
Amendments to IAS 21 Lack of Exchangeability?
Amendments to IFRS 9 and IFRS 7 Amendments to the Classification and Measurement of
Financial Instruments’

Amendments to IFRS Accounting Annual Improvements to IFRS Accounting Standards
Standards -Volume 113
IFRS 18 Presentation and Disclosure in Financial Statements®

! Effective for annual periods beginning on or after a date to be determined

2 Effective for annual periods beginning on or after January 1, 2025

3 Effective for annual periods beginning on or after January 1, 2026

4 Effective for annual periods beginning on or after January 1, 2027

The directors of the Company (the "Directors") anticipate that the application of the above new
and amendments to [FRSs will have no material impact on the Group's financial statements in the
foreseeable future.

4. MATERIAL ACCOUNTING POLICY INFORMATION

The consolidated financial statements have been prepared in accordance with the following
accounting policies which conform with IFRSs issued by the International Accounting Standards
Board. For the purpose of preparation of the consolidated financial statements, information is
constdered material if such information is reasonably expected to influence decisions made by
primary users. In addition, the consolidated financial statements included applicable disclosures
required by the Rules Governing the Listing of Securities on the Stock Exchange and by the Hong
Kong Companies Ordinance.

Basis of consolidation

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

® has power over the investee;
e is exposed, or has rights, to variable returns from its involvement with the investee; and
° 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.

-18.



BRAINAURORA MEDICAL TECHNOLOGY LIMITED

WS AR 6 BR T B PR A ]

4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Basis of consolidation - continued
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 year/period are included in the consolidated statements 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.
Profit or loss and each item of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this results in

the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in 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.

Non-controlling interests in subsidiaries are presented separately from the Group's equity therein,
which represent present ownership interests entitling their holders to a proportionate share of net
assets of the relevant subsidiaries upon liquidation.

Investments in subsidiaries

Investments in subsidiaries are stated in the statements of financial position of the Company at cost
less identified impairment loss, if any.

Revenue from contraets with customers

Information about the Group's accounting policies relating to contracts with customers is provided
in Note 6.

Leases
The Group as lessee
Right-of-use assets

The cost of right-of-use assets includes:

® the amount of the initial measurement of the lease liability;

o any lease payments made at or before the commencement date, less any lease incentives
received; and

® any initial direct costs incurred by the Group.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease liabilities.
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4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Leases - continued
The Group as lessee - continued
Right-of-use assets - continued

Right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful
life and the lease term.

The Group presents right-of-use assets as a separate line item on the consolidated statements of
financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under IFRS 9 Financial Instruments and initially
measured at fair value. Adjustments to fair value at initial recognition are considered as additional
lease payments and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognizes and measures the lease liability at the
present value of lease payments that are unpaid at that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing rate at the lease commencement date if the
interest rate implicit in the lease is not readily determinable.

The lease payments include fixed payments (including in-substance fixed payments) less any lease
incentives receivable.

After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.

The Group presents lease liabilities as a separate line item on the consolidated statements of
financial position.

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 recognized at the rates of
exchanges prevailing on the dates of the transactions. At the end of each 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 recognized in profit or loss in the period in which they arise.

-20-



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
RER 6 BT B R 7

4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Foreign currencies - continued

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the
Group's operations are translated into the presentation currency of the Group (i.e. RMB) using
exchange rates 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 that period, in which case the exchange rates at the date of transactions are used. Exchange
differences arising, if any, are recognized in other comprehensive income and accumulated in equity
under the heading of translation reserve (attributed to non-controlling interests as appropriate).

Employee benefits
Retirement benefit costs

Payments to state-managed retirement benefit scheme are recognized as an expense when
employees have rendered services entitling them to the contributions.

Short-term employee benefits

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

A liability is recognized for benefits accruing to employees (such as wages and salaries and annual
leave) after deducting any amount already paid.

Share-based payments
Equity-settled share-based payment transactions
Shares granted to employees

Equity-settled share-based payments to employees are measured at the fair value of the equity
instruments at the grant date.

The fair value of the equity-settled share-based payments determined at the grant date without
taking into consideration all non-market vesting conditions is expensed on a straight-line basis over
the vesting period, based on the Group's estimate of equity instruments that will eventually vest,
with a corresponding increase in equity (share-based payments reserve). At the end of each
reporting period, the Group revises its estimate of the number of equity instruments expected to
vest based on assessment of all relevant non-market vesting conditions. The impact of the revision
of the original estimates, if any, is recognized in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment to the share-based payments reserve.
For shares that vest immediately at the date of grant, the fair value of the shares granted is expensed
immediately to profit or loss.

When shares granted are vested, the amount previously recognized in share-based payments reserve
will be transferred to other reserve.
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4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Taxation
Income tax expense represents the sum of current and deferred income tax expenses.

The tax currently payable is based on taxable profit for the year/period. Taxable profit differs from
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 each reporting period.

Deferred tax is recognized 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 recognized for all taxable
temporary differences. Deferred tax assets are generally recognized 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 utilized. Such deferred tax assets and liabilities are not
recognized 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 and at the time of the transaction does not give rise to equal taxable and deductible
temporary differences. Deferred tax liabilities are recognized for taxable temporary differences
associated with investments in subsidiaries, except where the Group is able to control the reversal
of the temporary differences and it is probable that the temporary differences will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments are only recognized to the extent that it is probable that there will be sufficient
taxable profits against which to utilize 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.

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 realized, based on tax rate (and tax laws) that
have been enacted or substantively enacted by the end of each 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 each reporting period, to recover
or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax for leasing transactions in which the Group recognizes
the right-of-use assets and the related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group
applies IAS 12 Income Taxes requirements to right-of-use assets and lease liabilities separately.
The Group will recognize a deferred tax asset (to the extent that it is probable that taxable profit
will be available against which the deductible temporary difference can be utilized) and a deferred
tax liability for all deductible and taxable temporary differences associated with the right-of-use
assets and the lease liabilities.
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4, MATERIAL ACCOUNTING POLICY INFORMATION - continued
Taxation - continued

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 to the same
taxable entity by the same taxation authority.

Current and deferred tax are recognized in profit or loss.
Property, plant and equipment

Property, plant and equipment are tangible assets that are held for use in the production or supply
of goods or services, or for administrative purposes. Property, plant and equipment (other than
construction in progress), are stated in the consolidated statements of financial position at cost, less
subsequent accumulated depreciation and subsequent accumulated impairment losses, if any.

Property, plant and equipment in the course of construction for production, supply or administrative
purposes are carried at cost, less any recognized impairment loss. Costs include any costs directly
attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management and, for qualifying assets, borrowing costs
capitalized, in accordance with the Group's accounting policy. Depreciation of these assets, on the
same basis as other property, plant and equipment, commences when the assets are ready for their
intended use.

Depreciation is recognized so as to write off the cost of property, plant and equipment, other than
construction in progress less their residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values 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 derecognized 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 recognized in
profit or loss.

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at costs less
accumulated amortization and any accumulated impairment losses. Amortization for intangible
assets with finite useful lives is recognized on a straight-line basis over their estimated useful lives.
The estimated useful life and amortization 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,

Internally-generated intangible assets — research and development expenditure

Expenditure on research activities is recognized as an expense in the period in which it is incurred.
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4.

MATERIAL ACCOUNTING POLICY INFORMATION - continued

Intangible assets - continued

Internally-generated intangible assets — research and development expenditure - continued

An internally-generated intangible asset arising from development activities (or from the

development phase of an internal project) is recognized if, and only if, all of the following have
been demonstrated:

o 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;

° the ability to use or sell the intangible asset;

® 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

° the ability to measure reliably the expenditure attributable to the intangible asset during its
development.

The amount initially recognized 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 recognized, development
expenditure is recognized 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 amortization and accumulated impairment losses (if any), on the same basis as
intangible assets that are acquired separately.

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

At the end of each reporting period, the Group reviews the carrying amounts of its property, plant
and equipment, intangible assets with finite useful lives and right-of-use assets and contract costs
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, intangible assets and right-of-use assets
are estimated individually. When it is not possible to estimate the recoverable amount individually,
the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate assets are allocated to the relevant cash-
generating unit when a reasonable and consistent basis of allocation can be established, or otherwise
they are allocated to the smallest group of cash generating units for which a reasonable and
consistent allocation basis can be established. The recoverable amount is determined for the cash-
generating unit or group of cash-generating units to which the corporate asset belongs, and is
compared with the carrying amount of the relevant cash-generating unit or group of cash-generating
units.
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4. MATERIAL ACCOUNTING POLICY INFORMATION - continued

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

Before the Group recognizes an impairment loss for assets capitalized as contract costs under IFRS
15 Revenue from Contracts with Customers, the Group assesses and recognizes any impairment
loss on other assets related to the relevant contracts in accordance with applicable standards. Then,
impairment loss, if any, for assets capitalized as contract costs is recognized to the extent the
carrying amounts exceeds the remaining amount of consideration that the Group expects to receive
in exchange for related goods or services less the costs which relate directly to providing those
goods or services that have not been recognized as expenses. The assets capitalized as contract costs
are then included in the carrying amount of the cash-generating unit to which they belong for the
purpose of evaluating impairment of that cash-generating unit.

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.

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. For corporate assets or portion of corporate assets which cannot be allocated
on a reasonable and consistent basis to a cash-generating unit, the Group compares the carrying
amount of a group of cash-generating units, including the carrying amounts of the corporate assets
or portion of corporate assets allocated to that group of cash-generating units, with the recoverable
amount of the group of cash-generating units. In allocating the impairment loss, the impairment loss
is allocated first to reduce the carrying amount of any goodwill (if applicable) and then to the other
assets on a pro-rata basis based on the carrying amount of each asset in the unit or the group of
cash-generating units. The carrying amount of an asset is not reduced below the highest of its fair
value less costs of disposal (if measurable), its value in use (if determinable) and zero. The amount
of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to
the other assets of the unit or the group of cash-generating units. An impairment loss is recognized
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit or a group of cash-generating units) 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 recognized for the asset (or a cash-
generating unit or a group of cash-generating units) in prior years/periods. A reversal of an
impairment loss is recognized inumediately in profit or loss.

Financial instruments

Financial assets and financial liabilities are recognized when a group entity becomes a party to the
contractual provisions of the instrument. All regular way purchases or sales of financial assets are
recognized and derecognized on a trade date basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the market place.
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4, MATERIAL ACCOUNTING POLICY INFORMATION - continued
Financial instruments - continued

Financial assets and financial liabilities are initially measured at fair value except for trade
receivables arising from contracts with customers which are initially measured in accordance with
IFRS 15. Transaction costs that are directly attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets or liabilities at FVTPL) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at
FVTPL are recognized immediately in profit or loss.

The effective interest method is a method of calculating the amortized 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 net 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 amortized cost:

°® the financial asset is held within a business model whose objective is to collect contractual
cash flows; and
° 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 of the Group are subsequently measured at fair value.
Amortized cost and inferest income
Interest income is recognized using the effective interest method for financial assets measured
subsequently at amortized 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).

Financial assets at FVTPL

The Group's financial assets that do not meet the criteria for being measured at amortized cost are
measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any
fair value gains or losses recognized in profit or loss. The net gain or loss recognized in profit or
loss includes any interest earned on the financial asset and is included in the "other gains and losses,
net" line item.
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4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Financial instruments - continued
Financial assets - continued
Impairment of financial assets

The Group performs impairment assessment under ECL on financial assets (including bank
balances, term deposits, restricted bank deposit, trade and other receivables, and amounts due from
related parties) which are subject to impairment assessment under IFRS 9. 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. Assessments 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 recognizes lifetime ECL for trade receivables.

For all other financial assets, the Group measures the loss allowance equal to 12m ECL, unless
there has been a significant increase in credit risk since initial recognition, in which case the Group
recognizes lifetime ECL. The assessment of whether lifetime ECL should be recognized is based
on significant increases in the likelihood or risk of a default occurring since initial recognition.

(1) 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:

° an actual or expected significant deterioration in the financial instrument's external
(if available)or internal credit rating;

o 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;

® 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;
° an actual or expected significant deterioration in the operating results of the debtor;
® 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.
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4.

MATERIAL ACCOUNTING POLICY INFORMATION - continued

Financial instruments - continued

Financial assets - continued

Impairment of financial assets - continued

(@

(i)

Significant increase in credit risk - continued

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 debt instrument has not
increased significantly since initial recognition if the debt instrument is determined to have
low credit risk at the reporting date. A debt instrument is determined to have low credit risk
if i) it has a low risk of default, ii) the borrower 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 fulfill its contractual cash flow obligations. The Group considers a debt instrument to
have low credit risk when it has an internal or external credit rating of 'investment grade' as
per globally understood definitions.

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

The Group considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that receivables that meet either of
the following criteria are generally not recoverable,

e when there is a breach of financial covenants by the counterparty; or

® information developed internally or obtained from external sources 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 1s 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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4, MATERIAL ACCOUNTING POLICY INFORMATION - continued

Financial instruments - continued

Financial assets - continued

Impairment of financial assets - continued

(i)

(iv)

)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events 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;

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

{c) 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

(d) it is becoming probable that the borrower will enter bankruptcy or other financial
reorganization.

Write-off policy

The Group writes off a financial asset when there is information indicating that the
counterparty 1s in severe financial difficulty and there is no realistic prospect of recovery,
e.g. when the counterparty has been placed under liquidation or has entered into bankruptcy
proceedings. 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 recognized 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.

For collective assessment, the Group takes into consideration the following characteristics
when formulating the grouping:

° Past-due status;
e Nature, size and industry of debtors; and
o External credit ratings where available.

-29.



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
Mo sl iR A6 BT BB PR A ]

4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Financial instruments - continued
Financial assets - continued
Impairment of financial assets - continued
(v}  Measurement and recognition of ECL - continued

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
amortized cost of the financial asset.
The Group recognizes an impairment gain or loss in profit or loss for all financial
instruments by adjusting their carrying amount, with the exception of trade receivables
where the corresponding adjustment is recognized through a loss allowance account.
Derecognition of financial assets
The Group derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards
of ownership of the asset to another entity.
On derecognition of a financial asset measured at amortized cost, the difference between the asset's
carrying amount and the sum of consideration received and receivable is recognized in profit or
loss.
Financial liabilities and equity
Classification as debt or equity
Debt and equity instruments issued by a group entity 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 recognized at the
proceeds received, net of direct issue costs.

Financial liabilities

All financial liabilities are subsequently measured at amortized cost using the effective interest
method or at FVTPL.
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4.

MATERIAL ACCOUNTING POLICY INFORMATION - continued

Financial instruments - continued

Financial liabilities and equity - continued

Financial liabilities - continued

Financial liabilities at FVTPL

Financial liabilities are classified as at FVITPL when the financial liability is (i) contingent
consideration of an acquirer in a business combination to which IFRS 3 Business Combinations

applies, (ii) held for trading or (iii} designated as at FVTPL.

A financial liability other than a financial liability held for trading or contingent consideration of
an acquirer in a business combination may be designated as at FVTPL upon initial recognition if:

° such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or
® the financial liability forms part of a group of financial assets or financial liabilities or both,

which is managed and its performance is evaluated on a fair value basis, in accordance with
the Group's documented risk management or investment strategy, and information about the
grouping is provided internally on that basis; or

o it forms part of a contract containing one or more embedded derivatives, and IFRS 9 permits
the entire consolidated contract to be designated as at FVTPL.

For financial liabilities that are designated as at FVTPL, the amount of change in the fair value of
the financial liability that is attributable to changes in the credit risk of that liability is recognized
in other comprehensive income, unless the recognition of the effects of changes in the liability's
credit risk in other comprehensive income would create or enlarge an accounting mismatch in profit
or loss. Changes in fair value attributable to a financial liability's credit risk that are recognized in
other comprehensive income are not subsequently reclassified to profit or loss; instead, they are
transferred to accumulated losses upon derecognition of the financial liability.

Financial liabilities at amortized cost

Financial liabilities including trade and other payables, amounts due to related parties, bank and
other borrowings and long-term bond are subsequently measured at amortized cost, using the
effective interest method.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortized
cost at the end of each reporting period, the foreign exchange gains and losses are determined based
on the amortized cost of the instruments. These foreign exchange gains and losses are recognized
in the 'Other gains and losses, net' line item in profit or loss as part of net foreign exchange gains
(losses) for financial liabilities that are not part of a designated hedging relationship.

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign
cutrency and translated at the spot rate at the end of the reporting period. For financial liabilities
that are measured as at FVTPL, the foreign exchange component forms part of the fair value gains
or losses and is recognized in profit or loss for financial liabilities that are not part of a designated
hedging relationship.
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4. MATERIAL ACCOUNTING POLICY INFORMATION - continued
Financial instraments - continued
Financial liabilities and equity - continued
Derecognition of financial liabilities

The Group derecognizes 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 derecognized and the consideration paid and payable is recognized in profit or loss.

Modification of financial liabilities

For non-substantial modifications of financial liabilities that do not result in derecognition, the
carrying amount of the relevant financial liabilities will be calculated at the present value of the
modified contractual cash flows discounted at the financial liabilities' original effective interest rate.
Any adjustment to the carrying amount of the financial liability is recognized in profit or loss at the
date of modification.

Derivative financial instruments

Derivatives are initially recognized at fair value at the date when derivative contracts are entered
into and are subsequently remeasured to their fair value at the end of the reporting period. The
resulting gain or loss is recognized in profit or loss.

5. CRITICAL ACCOUNTING JUDGMENT AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which are described in Note 4, the Directors
are required to make judgments, 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 recognized 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.

Critical judgment in applying accounting policies
The following is the critical judgment, apart from those involving estimations (see below), that the

Directors have made in the process of applying the Group's accounting policies and that have the
most significant effect on the amounts recognized in the consolidated financial statements.
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5. CRITICAL ACCOUNTING JUBGMENT AND KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

Critical judgment in applying accounting policies - continued
Research and development expenditures

Development costs incurred on the Group's digital therapy for cognitive impairment are capitalized
and deferred only when the Group can demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale, the Group's intention to complete and use
or sell the asset, how the asset will generate probable future economic benefits, the availability of
adequate technical, financial and other resources to complete the pipeline, the Group's ability to use
or sell the asset and the ability to measure reliably the expenditure during the development.
Development costs which do not meet these criteria are expensed when incurred.

The Directors assess the progress of each of the research and development projects and determine
whether the criteria are met for capitalization. During the three years ended December 31, 2023 and
six months ended June 30, 2024, all development costs are expensed when incurred.

Key sources of estimation uncertainty

The followings 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 coming twelve months.

Fair value measurement of financial liabilities at FVTPL

No quoted prices in an active market are available for the Group's financial liabilities at FVTPL.
These financial liabilities were valued by the Directors with the assistance of an independent
qualified professional valuer not connected to the Group, which has appropriate qualifications and
experience in valuation of similar financial instruments. The fair value of these financial liabilities
is established by using valuation techniques as disclosed in Notes 27 and 34. Valuation techniques
are certified by the valuer before being implemented for valuation and are calibrated to ensure that
outputs reflect market conditions. Valuation models established by the valuer make the maximum
use of market inputs and rely as little as possible on the Group's specific data. However, it should
be noted that some inputs, such as possibilities under different scenarios such as IPO, liquidation
and redemption, or discount for lack of marketability as appropriate, require management estimates.
The estimates and assumptions are reviewed periodically by the Directors and adjusted if necessary.
Should any of the estimates and assumptions changed, it may lead to a change in the fair value of
financial liabilities at FVTPL. The fair value of financial liabilities at FVTPL at December 31, 2021,
2022 and 2023 and June 30, 2024 was RMB726,746,000, RMB1,162,632,000, RMB315,544,000
and RMB315,787,000, respectively.
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0. REVENUE AND SEGMENT INFORMATION

(i) Disaggregation of revenue
[For the six months
For the vear ended December 31. ended June 30.
2021 2022 2023 2023 2024
RMB'OGO RMBOO0 RMB000 RMB0O00 RMB0OG
{unaudited)
Provision of the System integral
software solutions

In hospitals 967 4,075 41,224 15,216 35,282
Out of hospitals 240 1,095 5,723 1,901 10,544
Research projects 413 5,993 14,290 5,119 5,914
Training facilitation service (Note i} - - 5,085 1,324 -
Others (Note ii) 679 128 878 852 147
Total 2,299 11,291 67,200 24,412 51,887
Notes:
i The Group signed a three-year contract with the customer in October 2023 for training

facilitation service and suspended it in January 2024 as requested by the customer. In April

2024, the Group and the customer entered into a termination agreement in relation to the

training facilitation service.
ii Others are mainly generated from sales of software systems and sales of electronic

equipment with software systems.

For the six months

For the vear ended December 31. ended June 30.
2021 2022 2023 2023 2024
RAMB'000 RMB'000 RAMB'000 RMB000 RMB'000
{unaudited}

Timing of recognition
At a point in time 1,707 6,777 36,118 19,840 41,249
Over time 592 4,514 11,082 4,572 10,638

2,299 11,291 67.200 24,412 51,887
Geographical market
Mainland China 2,299 11,291 67,200 24,412 51,887

(ii)  Performance obligations for contracts with customers and revenue recognition policies

Revenue from provision of the System integral software solutions in hospitals and out of hospitals,
research project and fraining facilitation service, are principal activities from which the Group
generated its revenue during the three years ended December 31, 2023 and six months ended June
30, 2024.
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(i)

(a)

(b)

(c)

REVENUE AND SEGMENT INFORMATION - continued

Performance obligations for contracts with customers and revenue recognition policies
- continued

Provision of the System integral software solutions

The Group earns revenue by (i) provision of the System integral software solutions through the
Group's core product, the brain function information management platform software system (the
"System") in hospitals which enable hospitals to offer assessment and intervention to their cognitive
impairment patients; (ii) provision of the System integral software solutions out of hospitals to
individual patients. Revenue relating to provision of the System integral software solutions in
hospitals is recognized at a point in time when performance obligation is completed and the Group
has a present right to collect payment for the services performed. The revenue relating to provision
of the System integral software solutions out of hospitals is generated from subscription contracts
under which a prepayment was received from a customer for unlimited number of services provided
during the subscription period. The revenue relating to provision of the System integral software
solutions out of hospitals is recognized over time and prepayment received is recognized as a
contract liability and is released on a straight-line basis over the period of services.

Research projects

The Group provide software development and data analysis service according to the customer's
requirements.

Revenue relating to most of the research projects is recognized at a point in time when the software
development or the data analysis report is completed and accepted by customers. The Group incurs
costs to fulfil a contract in such research projects. The Group first assesses whether these costs
qualify for recognition as an asset in terms of other relevant standards, failing which it recognizes
an asset for these costs only if they meet all of the following criteria: (a) the costs relate directly to
a contract or to an anticipated contract that the Group can specifically identify; (b) the costs generate
or enhance resources of the Group that will be used in satisfying (or in continuing to satisfy)
performance obligations in the future; and (c) the costs are expected to be recovered. The asset so
recognized is subsequently amortized to profit or loss when the research project is completed and
the relevant software or data analysis report is accepted by customers. The asset is subject to
impairment review. Revenue from certain research project is recognized over time as performance
obligation is satisfied, because 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. The progress towards complete satisfaction of a performance obligation is measured based on
input method, which is to recognize revenue on the basis of the Group's actual costs incurred on the
relevant projects relative to the total expected costs to the completion of the research projects, that
best depict the Group's performance in transferring control of research services.

Training facilitation service

The Group earn revenue via assisting the customer, the organizer of the training sessions, in
performing the organizational and logistical groundwork of training sessions for medical specialists
in the cognitive impairment specialty. The revenue is recognized at a point in time when the training
sessions are completed and the service fee is collected according to the number of medical
specialists attending.
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(i)

(c)

(i)

(iv)

REVENUE AND SEGMENT INFORMATION - continued

Performance obligations for contracts with customers and revenue recognition policies
- continued

Training facilitation service - continued

For certain contract of training facilitation service, the Group may be required to pay compensation
to the customer if the number of medical specialists attended the training sessions for a period of
one year is less than the required number that agreed in the contract, the Group accounts for the
compensation as variable consideration contained in the contract and estimates the amount of
consideration to which it will be entitled using the most likely amount, which better predicts the
amount of consideration to which the Group will be entitled.

Transaction price allocated to the remaining performance obligation for contracts with
customers

For the services related to provision of the System integral software solutions in hospitals, the Group
is entitled to bill a fixed amount for each time of the assessment and intervention provided. The
Group elected to apply the practical expedient by recognizing revenue in the amount to which the
Group has right to invoice. As permitted under IFRS 15, the transaction price allocated to these
unsatisfied contracts is not disclosed.

Provision of the System integral software solutions out of hospitals and most of research projects
are for periods of one year or less. As permitted by IFRS 15, the transaction price allocated to these
unsatisfied performance obligations is not disclosed.

The transaction price of research projects for the period over one year allocated to the remaining
performance obligations as at December 31, 2021, 2022 and 2023, and June 30, 2024 and the
expected timing of recognizing revenue are as follows:

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB0OG RMBGOO
Within one year - 5,494 7,723 2,285
More than one year but not more than two years 1§89 682 435 -
More than two years 189 317 - -
Total 378 6,493 8,158 2,285

Segment information

Information reported to the executive directors, being the chief operating decision makers (the
"CODM") for the purpose of resources allocation and assessment of segment performance, focuses
on types of goods or services delivered or provided. During the three years ended December 31,
2023 and six months ended June 30, 2024, the CODM assesses the operating performance and
allocates resources of the Group as a whole, as all of the Group's activities are considered to be
primarily the provision of cognitive impairment DTx integral software solutions. Accordingly, the
executive directors consider there is only one operating segment under the requirements of IFRS 8
Operating Segments. In this regard, no segment information is presented.
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(iv)

V)

REVENUE AND SEGMENT INFORMATION - continued

Segment information - continued

No geographic information is presented as the revenue, non-current assets and operations of the
Group are all derived from its activities in the PRC.

Information about major customers

During the three years ended December 31, 2023 and six months ended June 30, 2024, revenue
from customers of the corresponding years/period contributing over 10% of the total revenue of the

Group are as follows:

Customer A
Customer B
Customer F
Customer H

For the six months

For the vear ended December 31. ended June 30,
2021 2022 2023 2023 2024
RMBOGO RMB'000 RMB'000 RMB'000 RMB'000
{unaudited)
“ 4,416 26,821 11,123 14,540
815 2,239 10,970 5,616 3,674
“ N/A* 6,821 N/IA* 5,849
283 - - - -

The revenue from customer A and customer B included revenue from provision of the System
integral software solutions in hospitals and research projects. The revenue from customer F included
revenue from research projects. The revenue from customer H is revenue from other sales.

* During the year ended December 31, 2022 and the six months ended June 30, 2023
(unaudited), revenue from customer F contributed less than 10% of the total revenue of the

Group.

OTHER INCOME

Interest income on bank balances,
term deposits and restricted bank deposit
Interest income from rental deposits
Govemment grants related to research
and development activities
Others

Total

For the six months

For the vear ended December 31. ended June 30.
2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB'000 RMBOOO RMB'0OO
(unaudited)
1,308 3.812 1,973 1.642 378
I8 91 106 30 34
- - - - 150
152 12 - - -
1,478 3.915 2.079 1,692 582
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8.

10.

OTHER GAINS AND LOSSES, NET

For the six months

For the vear ended December 31. ended June 30,
2021 2022 2023 2023 2024
RMB000 RMB'0GO RAMBOOD RMB'000 RMB'000

(unaudited)

Fair value gains on financial

assets at FVTPL - 3,239 2,672 2,672 -
Gains (losses) on disposal

of property, plant and equipment (131 (64} (64) -
Losses on lease modifications - - (223) - (7
Net foreign exchange loss - - (67 {469) (9
Gain on re-estimated repayments

o

of long-term bond - - 2,151
Others (9 (10 -
Total 3) 3,098 2,318 2,139 2,135
FINANCE COSTS

For the six months
For the year ended December 31. ended June 30.
2021 2022 2023 2023 2024

RMB'000 RMB00O RMB000 RMB'000 RMB'O00
(unaudited)

Interest on bank borrowing - - 212 - 363
Interest expense on long-term bond 6,197 18,658 19,583 9,773 10,353
Interest on lease liabilities 194 565 421 189 186

Total 6,391 19,223 20,216 9,962 10,904

INCOME TAX EXPENSE AND DEFERRED TAXATION
Income tax expense
The Company was incorporated in the Cayman Islands and is exempted from income tax.

No Hong Kong profit tax was provided for as there was no estimated assessable profit of the Group's
Hong Kong subsidiary that was subject to Hong Kong profit tax during the three years ended
December 31, 2023 and six months ended June 30, 2024.

Under the law of the PRC on Enterprise Income Tax (the "EIT Law") and implementation
regulations of the EIT Law, the statutory tax rate of the PRC subsidiaries is 25%.

BrainAurora Zhejiang and Beijing Zhijingling Technology Co., Ltd.* (dum4& ik ERERAR)
("Beijing Zhijingling") have been accredited as a High-New Technology Enterprise (the "HNTE")
by the Science and Technology Bureau of Beijing and relevant authorities in December 2019 for a
term of three years ended December 31, 2021. The HNTE qualification of Beijing Zhijingling was
further renewed and extended to year 2024. Beijing Zhijingling was subject to a preferential income
tax rate of 15% from year 2019 to 2024. Pursuant to the notice of the Ministry of Finance and the
State Administration of Taxation on extending the loss carrying forward period of HNTE and high-
tech small and medium enterprises (Cai Shui 2018 No. 76), with effect from January 1, 2018, for
qualified HNTE and high-tech small and medium enterprises, the unutilized tax losses incurred in
the previous 5 years can be utilized in 10 years from the year of loss. The unutilized tax losses of
Beijing Zhijingling incurred since year 2014 will be expired in 10 years from the year of loss. The
unutilized tax losses of BrainAurora Zhejiang incurred since year 2014 to 2021 will be expired in
10 years from the year of loss.
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10.

INCOME TAX EXPENSE AND DEFERRED TAXATION - continued

Income tax expense - continued

No provision for PRC income tax was made as BrainAurora Zhejiang and its PRC subsidiaries
incurred tax losses during the three years ended December 31, 2023 and six months ended June 30,

2024.

Income tax expense for the three years ended December 31, 2023 and six months ended June 30,
2024 can be reconciled to loss before tax per the consolidated statements of profit or loss and other
comprehensive income as follows:

For the six months

For the year ended December 31. ended June 30,
2021 20272 2023 2023 2024
RMB000 RMB'000 RMB'000 RMBG00 RMBGOD
(unaudited)

Loss before tax (697,838) (502,461) (359,116) (234,570) (114,389)
Tax at the statutory tax rate of 25% (174,460} (125,615) (89,779) (58,643) {28,597)
Tax effect of expenses not

deductible for tax purpose (Note i) 160,868 97,072 62,528 44,950 12,090
Tax effect of income not taxable

for tax purpose - - - - (538)
Tax effect of super deduction

for research and development

expenses (Note ii) (4,629 (15,173) (12,018) (7,028) {8,440y
Tax effect of deductible temporary

differences not recognized 3 12 207 62 1,083
Tax effect of tax losses not recognized

and utilization of tax losses not

recognized previously 18,218 43,704 39,062 20,659 24,402

Notes:

ii.

Tax effect of expenses not deductible for tax purpose mainly includes fair value loss of
financial liabilities at FVTPL, share-based payments and the listing expenses of the
Company.

Pursuant to Cai Shui 2018 No. 99 and Cai Shui 2021 No. 6, BrainAurora Zhejiang, Beijing
Zhijingling and Changsha Zhijingling Education Technology Co., Ltd.* (B & S8 H
FAMRAA) ("Changsha Zhijingling") are entitled to claim 175% qualified research and
development expenses so incurred as tax deductible expenses when determining their
assessable profits from January 1, 2019 to December 31, 2023.

Pursuant to Caishui 2022 circular No. 16, Beijing Zhijingling enjoyed accelerated deduction
of 200% on qualifying research and development expenses from January 1, 2022 to
December 31, 2022 since it has been accredited as a technology-based small and medium-
sized enterprise. Pursuant to Caishui 2022 circular No. 28, BrainAurora Zhejiang, Changsha
Zhijingling and BrainAu Medical Technology (Nanjing) Co., Ltd.* (BSikt B AR (# 50)
HRAH) ("BrainAurora Nanjing") enjoyed accelerated deduction of 200% on qualifying
research and development expenses from October 1, 2022 to December 31, 2022. Pursuant
to Caishui 2023 circular No. 7, BrainAurora Zhejiang and all its PRC subsidiaries enjoy
accelerated deduction of 200% on qualifying research and development expenses from
January 1, 2023.
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10.

INCOME TAX EXPENSE AND DEFERRED TAXATION - continued

Income tax expense - continued

Notes: - continued

* English name 1s for identification purpose only.

Deferred taxation

For the purpose of presentation in the consolidated statements of financial position, certain deferred

tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances
for financial reporting purposes:

As at December 31 As at June 30
2021 2022 2023 2024
RMBOOO RMB'000 RMB'000 RMB'000
Deferred tax assets 4,363 2,728 3,237 1,920
Deferred tax liabilities (4,363) (2,728) (3,237) {1,920)

The followings are the deferred tax liabilities and assets recognized and movements thereon during
the three years ended December 31, 2023 and six months ended June 30, 2024:

Right-of-use Lease
Tax losses assets liabilities Total
RMB'000 RMB000 RMB'000 RMB'000

At January 1, 2021 - - -
Credit (charge) to profit or loss 23 {4,363) 4,340 -

At December 31, 2021 23 {4,363) 4,340 -
{Charge) credit to profit or loss (15) 1,635 (1,620) -
At December 31, 2022 8 (2,728) 2,720 -
Credit (charge) to profit or [oss 90 (509) 419 -
At December 31, 2023 98 (3,237) 3,139 -
Credit (charge) to profit or loss 176 1,317 (1,493) -
At June 30, 2024 274 {(1,920) 1,646

As at December 31, 2021, 2022 and 2023 and June 30, 2024, the Group had estimated unused tax
losses of approximately RMB72,516,000, RMB247,273,000, RMB403,885,000 and
RMB502,191,000, respectively, which are available for offset against future profits. Deferred tax
asset has been recognized in respect of approximately RMB93,000, RMB33,000, RMB396,000 and
RMB1,096,000 of such losses as at December 31, 2021, 2022 and 2023 and June 30, 2024. No
deferred tax asset has been recognized in respect of the remaining approximately RMB72,423,000,
RMB247.240,000, RMB403,489,000 and RMBS501,095,000 due to the unpredictability of future
profit streams as at December 31, 2021, 2022 and 2023 and June 30, 2024,
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11.

INCOME TAX EXPENSE AND DEFERRED TAXATION - continued

Deferred taxation - continued

The unrecognized tax losses with expiry dates are disclosed in the following table:

2026
2027
2028
2029
2030
2031
2032
2033
2034

Total

As at December 31 As at June 30

2021 2022 2023 2024
RMB0OG RMB'000 RMB000 RMB'000
1,806 1,806 1,806 1,806
- 21,077 21,077 21,077
2,054 2,054 27,719 27,719
2,818 2,818 2,818 25,674
3,282 3,282 3,282 3,282
62,463 62,463 62,463 62,463
- 153,740 153,740 153,740
- - 130,584 130,584
- - - 74,750
72,423 247,240 403,489 501,095

As at December 31, 2021, 2022 and 2023 and June 30, 2024, the Group has deductible temporary
differences of RMB13,000, RMB63,000, RMB891,000 and RMBS5,221,000 in relation to the
impairment loss under ECL model and certain expenses. No deferred tax asset has been recognized
in relation to such deductible temporary differences as it is not probable that taxable profit will be
available against which the deductible temporary differences can be utilized.

LOSS FOR THE YEAR/PERIOD

Loss for the year/period has been arrived
at after charging:
Staff costs, including directors' remuneration
- salaries and other allowances
- retirement benefits
- equity-settled share-based payments included
in selling and distribution expenses
- equity-settled share-based payments
included in administrative expenses
- equity-setiled share-based payments included
in research and development expenses

Total staff costs

Auditor's remuneration

Listing expenses

Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortization of intangible assets

Total depreciation and amortization

Short-term lease expense
Sub-contracting costs in relation to clinical trials
inctuded in research and development expenses

For the six months

For the vear ended December 31, ended June 30.
2021 2022 2023 2023 2024
RMB'0O0 RALBOOD RMB000 RMEB'000 RMBGOD

(unaudited)

30,905 66,869 69,079 29,911 33,031
2,702 7,326 6,301 3,015 3,446
7.186 - 8,127 - 6,404
7,186 - 17,921 - 14,106
4,998 - 18.825 - 14,794

52,977 74,195 120,253 32,926 71,781

6 9 13 13 62

- - 25,767 10,309 8,592

611 5,730 13,779 6,172 8.642
936 6.633 6.994 3.318 3,938
31 67 493 112 869
1,628 12,430 21,266 9.602 13,449
1,382 273 102 48 65
- 264 7,049 2,311 1.300
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12. DIRECTORS', CHIEF EXECUTIVE'S EMOLUMENTS

The emoluments paid or payable to the directors and chief executive of the Company (including
emoluments for the services as employee of the group entities prior to becoming directors of the
Company), during the three years ended December 31, 2023 and six months ended June 30, 2024
disclosed pursuant to the applicable Listing Rules and Hong Kong Companies Ordinance are as

follows:

Year ended December 31, 2021

Equity
Salaries settled
and other Retirement share-based
allowances benefits payments Total
RMB'000 RMB'000 RMB'000 RMB'0O00
Executive directors:
Mr. Tan Zheng (Note a) - - 14,372 14,372
Dr. Wang Xiaoyi (Note b) 648 31 - 679
Total 648 31 14,372 15,051
Year ended December 31, 2022
Equity
Salaries settled
and other Retirement share-based
allowances benefits payments Total
RMB'0GO RMB'G00 RMB'0G0 RMB'000
Executive directors:
Mr. Tan Zheng (Note a) 3,892 17 - 3,909
Dr. Wang Xiaoyi (Note b) 805 60 - 865
Total 4,697 77 - 4,774
Year ended December 31, 2023
Equity
Salaries settled
and other Retirement share-based
allowances benefits pavments Total
RMB'O00 RMBQOG RMB'GOO RMB'000
Executive directors:
Mr. Tan Zheng (Note a) 2,649 37 14,785 17,471
Dr, Wang Xiaoyi (Note b) 4,739 65 14,685 19,489
Sub-total 7,388 102 29,470 36,960
Non-executive directors:
Mr. Li Sirui (Note ¢) - - - -
Ms. Li Minggiu (Note ¢) - - - -
Mr. Deng Feng (Note ¢) - - - -
Sub-total - - - -
Total 7,388 102 29,470 36,960
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12.  DIRECTORS', CHIEF EXECUTIVE'S EMOLUMENTS - continued

Six months ended June 30, 2023

Equity
Salaries settled
and other Retirement share-based
allowances benefits payments Total

RMB'000 RMB'000 RMB'000 RMB'000

Executive directors:

Mr, Tan Zheng (Note a) 1,881 17 - 1,898
Dr. Wang Xiaoyi (Nofe b) 405 32 - 437
Total 2,286 49 - 2,335
Six months ended June 30, 2024
Equity
Salaries settled
and other Retirement share-based
allowances benefits pavments Total

RMB'000 RMB'000 RMB'000 RMB'000

Executive directors:

Mr. Tan Zheng (Note a) 511 24 11,656 12,191
Dr. Wang Xiaoyi (Note b) 408 34 11,578 12,020
Sub-total 919 58 23,234 24,211

Non-executive directors;

Mr. Li Sirui (Note ¢) - - - -
Ms. L.i Minggiu (Note c) - - - _
Mr, Deng Feng (Note c) - - - }

Sub-total - - - -
Total 919 58 23,234 24,211
Notes:

a. Mr. Tan Zheng joined the Group and was appointed as a director of BrainAurora Zhejiang

in December 2020. Mr. Tan Zheng was appointed as a director of the Company in April
2023 and was re-designated as the chairman and an executive director in July 2023,

b. Dr. Wang Xiaoyi joined the Group in September 2012. Dr. Wang Xiaoyi was appointed as
chief executive officer and chief research officer of the Group since June 2020. Dr. Wang
Xiaoyi was appointed as a director of the Company in April 2023 and was re-designated as
an executive director in July 2023.

c. Mr. Li Sirui, Ms. Li Mingqiu and Mr. Deng Feng were appointed as non-executive directors
of the Company on July 30, 2023.

The executive directors' emoluments shown above were for their services in connection with the
management of the affairs of the Group.
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12.

13.

DIRECTORS', CHIEF EXECUTIVE'S EMOLUMENTS - continued
Notes: - continued

No independent non-executive director was appointed during the three years ended December 31,
2023 and six months ended June 30, 2024. Mr. Lam Yiu Por, Dr. Duan Tao and Mr. Li Yuezhong
were appointed as independent non-executive directors on December 19, 2024,

During the three years ended December 31, 2023 and six months ended June 30, 2024, Mr. Tan
Zheng and Dr. Wang Xiaoyi were granted equity interest in BrainAurora Zhejiang and the Company

at a discount to the fair value, in respect of their services to the Group, of which details are set out
in Note 32.

There was no arrangement under which a director of the Company or the chief executive of the
Group waived or agreed to waive any remuneration during the three years ended December 31,
2023 and six months ended June 30, 2024.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group included two, one, two, two (unaudited) and two
directors for the years ended December 31, 2021, 2022 and 2023 and the six months ended June 30,
2023 and 2024, respectively, details of whose remuneration are set out in Note 12 above. Details of
the remuneration for the remaining three, four, three, three (unaudited) and three employees who
are not a director of the Company or chief executive of the Group for the three years ended
December 31, 2023 and six months ended June 30, 2024 were as follows:

For the six months
For the vear ended December 31, ended June 30.
2021 2022 2023 2023 2024
RMB0OGG RMB'000 RMB000 RMB'000 RMB'ODD
(unaudited)

Salaries and other allowances 1,462 4,204 3.614 1,451 I,664
Retirement benefits 50 235 195 96 102
Equity-settled share-based payments 4,998 - 6,937 - 6.975
Total 6,519 4,439 10,746 1,547 8.741

The number of the highest paid employees who are not the directors of the Company or chief
executive of the Group whose remuneration fell within the following bands is as follows:

For the six months

For the vear ended December 31. ended June 30,
2021 2022 023 2023 2024
No. of No. of No. of No. of No. of

employees employees emplovees  employees employees

(unaudited)

Nil to Hong Kong dellar ("HKD") 1,000,000
HKD1.000.001 to HKD1,500.000
HKDI,500,001 to HKD2,000,000
HKD8,500,001 to HKD7,000,000
HKD7.000.001 to HKD7,500,000 -
HKD8.000,001 to HKDE,500,000 - - 1

3

3 o Wy
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Total 3 4 3 3 3
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i4.

15.

FIVE HIGHEST PAID EMPLOYEES - continued

During the three years ended December 31, 2023 and six months ended June 30, 2024, no
emoluments were paid by the Group to the directors of the Company or chief executive of the Group
or the five highest paid employees as an inducement to join or upon joining the Group or as
compensation for loss of office.

DIVIDENDS

No dividend has been paid or declared by the group entities comprising the Group during the three
years ended December 31, 2023 and six months ended June 30, 2024.

LOSS PER SHARE

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

For the six months
For the vear ended December 31. ended June 30,
2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
{unaudited}

Loss
Loss for the year/period attributable to
owners of the Company (697.837) (502,452) (359,083) (234,597) (114,328}

For the six months

For the vear ended December 31, ended June 30.
2021 2022 2023 2023 2024
Shares Shares Shares Shares Shares
(000} ('066) {'006) {'000) (000}

{unaudited)

Number of shares
Weighted average number of Ordinary
Shares for the purpose of basic and
diluted loss per share 150 281 584 310 S04

The weighted average number of Ordinary Shares for the purpose of calculating basic loss per share
for the three years ended December 31, 2023 and six months ended June 30, 2024 has been
determined on the assumptions that the Reorganization as set out in Note 2 had been effective since
January 1, 2021 and the Series A-1 Preferred Shares are not treated as outstanding Ordinary Shares
and excluded in the calculation of basic loss per share.

For the purpose of calculation of diluted loss per share, it did not assume the conversion of Series

A-1 Preferred Shares and did not take into account the effect of the share awards of the Company
since the assumed conversion and the assumed vesting would result in a decrease in loss per share.

- 45 -



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
o 5y A8 S T ek 350 PR

16. PROPERTY, PLANT AND EQUIPMENT

Office Leasehold Construction
equipment Machineries Vehicles improvement  In progress Total
RMB'000 RMBOGG RMB'0OO RMB0O00 RMB000 RAMBOO0

COST
At January 1, 2021 418 26 - - - 444
Additions 3.363 836 - - 5,570 9,819
Transfer - - - 438 (438) -
Disposals (10} - - - - (10)
At December 31, 2021 3,771 912 - 438 5,132 10,253
Additions 2,835 4,364 4432 - 11,585 19,226
Transfer - . - 15,838 (15,838) -
Bisposals (308) 94) - - - (402)
At December 31, 2022 6,298 5,182 442 16,276 879 29,077
Additions 2,335 4,966 700 . 6,772 14,773
Transfer 752 - - 6,427 (7,17%) -
Disposals - (381) - - - (38D)
At December 31, 2023 9,385 9,767 1,142 22,703 472 43,469
Additions 4,879 2,660 - - 2,463 10,002
Transfer - - - 2,935 (2,935) -
Disposals - 4D - - - (40
At June 30, 2024 14,264 12,386 1,142 25,638 - 53,430
ACCUMULATED

DEPRECIATION
At January 1, 2021 139 26 - - - 165
Provided for the year 493 52 - 66 - 611
Disposals (2) - - - - (2)
At December 31, 2021 630 78 - 66 - 714
Provided for the year 1,572 791 22 3,345 - 3,730
Disposals (213) (35) - - - (248)
At December 31, 2022 1,989 834 22 3.411 - 6,256
Provided for the yvear 2,000 2,289 88 9,402 - 13,779
Disposals - (69 - - - 69)
At December 31, 2023 3,989 3,054 110 12,813 - 19,966
Provided for the period 1,315 1,773 44 3,510 - 8,642
Disposals - (6) - - - (6)
At June 30, 2024 3,304 4,821 154 18,323 - 28.602
CARRYING VALUES
At December 31, 2021 3,141 834 - 372 5,132 9,479
At December 31, 2022 4,309 4,348 420 12,863 879 22.821
At December 31, 2023 3,396 6,713 1.032 9,890 472 23,503
At June 30, 2024 8.960 7.563 988 7.315 - 24,828
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16. PROPERTY, PLANT AND EQUIPMENT - continued

Property, plant and equipment other than construction in progress are depreciated using the straight-
line method after taking into account of their estimated residual values with the following useful

lives:

Office equipment 3 years to 5 years

Machineries 3 years

Vehicles 5 years

Leasehold improvement Shorter of lease terms or cooperation terms

with hospitals and 5 years

17.  RIGHT-OF-USE ASSETS

Leasehold

properties

RMB'000
COST
At January 1, 2021 -
Addition 18,657
At December 31, 2021 and 2022 18,657
Additions 10,286
Lease modified (500)
Early termination of a lease (Note 1) : (5,797)
At December 31, 2023 22,646
Reduction of the leased space (Note ii) (2,673)
At June 30, 2024 15,973
ACCUMULATED DEPRECIATION
At January 1, 2021 -
Charge for the year 936
At December 31, 2021 936
Charge for the year 6,633
At December 31, 2022 7,569
Charge for the year 6,994
Early termination of a lease (Note i) (5,072)
At December 31, 2023 9,491
Charge for the period 3,938
Reduction of the leased space (Note ii) (1,258)
At June 30, 2024 12,171
CARRYING VALUES
At December 31, 2021 17,721
At December 31, 2022 11,088
At December 31, 2023 13,155
At June 30, 2024 7,802
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17.

RIGHT-OF-USE ASSETS - continued

Notes:

i In September 2023, the Group early terminated a lease with the lessor. The Group
derecognized the right-of-use assets of RMB725,000 and lease liabilities of RMB495,000,
resulting in a loss of RMB223,000 in profit or loss after consideration of refund of rental
deposits.

il. In January 2024, the Group reduced certain leased space. The Group remeasured lease
liabilities of RMB1,408,000 and right-of-use assets of RMB1,415,000 resulting in a loss of
RMRB7,000 in profit or loss.

For the six months
For the vear ended December 31. ended June 30,
2021 2022 2023 2023 2024
RMB'0O0 RMB'000 RMB'0OO0 RMB'OOG RMB'G00
{unaudited)
Expense relating to short-term leases 1,382 273 102 48 65
Total cash outflow for leases 2,680 7,101 8,660 4,172 4,711

Right-of-use assets are depreciated on a straight-line basis over the lease terms.

The Group leases properties to operate its business. These leases are made for fixed terms of 2 to 5
years. Lease terms are negotiated on an individual basis and contain different payment terms and
conditions. In determining the lease term and assessing the length of the non-cancellable period, the
Group applies the definition of a contract and determines the period for which the contract is
enforceable.

The Group's lease agreements do not contain any contingent rent nor any extension, termination
option or purchase option for lessee. The lease agreements do not impose any covenants other than
the security interests in the leased properties that are held by the lessor. Leased properties may not
be used as security for borrowing purposes.

The Group regularly entered into short-term leases for properties. As at December 31, 2021, 2022

and 2023 and June 30, 2024, the portfolio of short-term leases is similar to the portfolio of short-
term leases to which the short-term lease expense is disclosed in Note 11.
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18, INTANGIBLE ASSETS

Software Patent Qthers Total
RMB'000 RMB'000 RMB'000 RMB'0O00

COST

At January 1, 2021 700 - - 700
Addition 24 - - 24
At December 31, 2021 724 - - 724
Addition 559 - - 559
At December 31, 2022 1,283 - - 1,283
Addition 1,953 2,000 200 4,153
At December 31, 2023 3,236 2,000 200 5,436
Additions 267 - - 267
At June 30, 2024 3,503 2,000 200 5,703
AMORTIZATION

At January 1, 2021 573 - - 573
Charge for the year 81 - - 81
At December 31, 2021 654 - - 654
Charge for the year 67 - - 67
At December 31, 2022 721 - - 721
Charge for the year 265 128 100 493
At December 31, 2023 986 128 100 1,214
Charge for the period 438 381 50 869
At June 30, 2024 1,424 509 150 2,083
CARRYING VALUE

At December 31, 2021 70 - - 70
At December 31, 2022 562 - - 562
At December 31, 2023 2,250 1,872 100 4,222
At June 30, 2024 2,079 1,491 50 3,620

The above intangible assets have finite useful lives, and are amortized on a straight-line basis over
the following periods:

Software 3 years to 10 years
Patent S years
Others 2 years
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19. TRADE AND OTHER RECEIVABLES AND PREPAYMENTS

The Group

Trade receivables

Less: allowance for credit losses

Prepayments for purchase of
property, plant and equipment
Prepayments for purchase of

intangible assets

Value added tax recoverable
Prepayments to suppliers and

Service providers
Rental deposits
Other deposits

Short-term loan receivables (Note)
Receivables from third party

payment platforms
Refund receivable
Deferred share issue costs

Prepayments for listing expenses

Others

Total

Analyzed as:
Non-current
Current

Total

As at December 31 As at June 30
2021 2022 2023 2024
RMB'O00 RMB00G RMB'0OG RMB'000
1,136 8,422 50,740 78,818
(13) (63) (891) {(5,033)
1,123 8,359 49,849 73,785
1,126 5 18 763
- 2,101 101 101
1,463 364 1,649 952
2,248 7,526 11,742 11,338
2,202 2,293 3,880 2,933
461 97 107 143
9,500 - 500 500
222 864 1,005 3,994
1,000 1,000 - -
- - 7,689 10,370
- - 318 318
457 502 1,204 1,269
19,302 23,111 78,062 106,466
3,328 3,437 2,009 2,822
16,474 19,674 76,053 103,644
19,802 23,111 78,062 106,466

Note: These receivables were short-term loans to non-related parties, unsecured, interest free and

repayable within one year.

As at January 1, 2021, trade receivables from contracts with customers amounted to RMB321,000.

Before accepting any new customer, the Group uses an internal credit scoring system to assess the
potential customer's credit quality and defines credit limits by customer. The Group allows a credit
period of 30 to 180 days to its customers. The following is an aged analysis of trade receivables,
net of allowance for credit losses, presented based on the respective revenue recognition dates at

the end of the reporting period:

Trade receivables
0~90 days
31~180 days
181~270 days
271~360 days
over | year

Total

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
546 5,594 22,906 20,062
303 2,449 10,577 21,587
83 221 5,093 19,141
i0 61 6,370 5,673
176 34 4,903 7,322
1,123 8,359 49,849 73,785
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19.

20,

21.

TRADE AND OTHER RECEIVABLES AND PREPAYMENTS - continued
The Group - continued

As at December 31, 2021, 2022 and 2023 and June 30, 2024, included in the Group's trade
receivables balance are debtors with aggregate carrying amount of RMB860,000, RMB7,371,000,
RMB42,265,000 and RMB64,698,000 which are past due as at the reporting date. Out of the past
due balances, RMB439,000, RMB829,000, RMB17,393,000 and RMB44,735,000 has been past
due 90 days or more and is not considered as in default because the customers are mainly state-
owned hospitals or state-owned universities which are with high credit ratings and frequently repay
after due dates but usually settle the amounts in full and the amounts are still considered recoverable.

Details of impairment assessment of trade and other receivables are set out in Note 33.

The Company
As at December As at June 30,

31.2023 2024

RMB'000 RMB'000
Deferred share issue costs 7,689 10,370
Prepayments for listing expenses 318 318
Total 8,007 10,688
FINANCIAL ASSETS AT FVTPL

As at December 31 As at June 30
2021 2022 2023 2024

RMB'000 RMB'000 RMB'000 RMB'000

Financial assets at FVTPL - 228,789

The Group invested in financial products managed by banks in the PRC which can be redeemed at
any time or at maturity. There is no predetermined or guaranteed return for each product. Such
financial products are accounted for as financial assets at FVTPL under IFRS 9.

RESTRICTED BANK DEPOSIT, TERM DEPOSITS AND BANK BALANCES AND CASH

The Group
As at December 31 As at June 30
2021 2022 2023 2024
RMBOOO RMRB'000 RMB'OG0 RMB000
Restricted bank deposit - - 214,241 119,421
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21.

RESTRICTED BANK DEPOSIT, TERM DEPOSITS AND BANK BALANCES AND CASH

- continued

The Group - continued

The restricted bank deposit carries interest at prevailing market rate of 0.25% per annum as at
December 31, 2023 and 0.15% per annum as at June 30, 2024 and withdrawal from the account is
subject to endorsement of Shaoxing Binhai New Area Biomedical Industry Equity Investment Fund
Partnership (LP)* (BREEUEINEEYRE ERBERRESGEMLEFE REE)) ("Shaoxing Fund"),

the details of which is set out in Note 23.

* English names are for identification purpose only.
As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'0O00
Cash on hand 13 2 11 3
Bank balances 323,727 28,249 57,566 55,903
Term deposits - 103,186 - -
323,740 131,437 57,577 55,906
Terin deposits with original
Maturity over three months (Note 1) - 103,186 - -
Cash and cash equivalents as stated
in the consolidated statements of
cash flows (Note ii) 323,740 28,251 57,577 55,906
323,740 131,437 57,577 55,906
Restricted bank deposit, term
deposits and bank balances and cash
Analyzed as:
Non-current - 73,000 49,241 -
Current 323,740 58,431 222,577 175,327
323,740 131,437 271,818 175,327
Restricted bank deposit, term
deposits and bank balances
and cash denominated in;
RMB 323,740 124,473 261,191 168,121
usb - 6,964 10,627 7,206
323,740 131,437 271,818 175,327
Notes:
i. Term deposits with original maturity over three months were held within banks and carry
interest at prevailing market rate of 3.30% to 3.50% per annum as at December 31, 2022.
As at December 31, 2022, term deposits of RMB73,006,000 will mature in year 2025. All
the term deposits were sold in the secondary market by June 2023.
ii. Cash and cash equivalents comprise cash on hand and bank balances carry interest at

prevailing market rate of 0.25% to 0.30% per annum, 0.25% to 0.30% per annum and 0.01%
to 0.35% per annum and 0.01% to 0.25% per annum as at December 31, 2021, 2022 and

2023 and June 30, 2024, respectively.
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2. RESTRICTED BANK DEPOSIT, TERM DEPOSITS AND BANK BALANCES AND CASH

- continued
The Company
As at December As at June 30,
31.2023 2024
RMB'O00 RMB'000
Bank balances 15,584 12,154
Bank balances denominated in:
RMB 5,025 5,021
USD 10,559 7,133

15,584 12,154

Bank balances carry interest at market rate of 0.01% per annum as at December 31, 2023 and June
30, 2024.

22. TRADE AND OTHER PAYABLES

The Group
As at December 3] As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB'OG0 RMB000

Trade payables 159 1,761 8,251 7,476
Accrued salaries and other allowances 6,424 4,747 8,927 6,308
Refund payables (Note) 6,422 6,422 5,222 3,743
Deposits for the hardware for

cognitive training out of hospital 136 444 1,879 4,827
Payables for acquisition of

property, plant and equipment 146 1,850 670 1,552

Accrued listing expenses

and share issue costs - - 12,622 18,753
Other tax payables 471 1,036 2,761 1,573
Payables for research

and development activities - - 1,026 1,641
Others 216 1,486 1,903 969

13,974 17,746 43,261 46,842
Trade and other payables denominated in:
UsDh - - 9,202 13,850
HKD - - 315 309
RMB 13,974 17,746 33,744 32,683
13,974 17,746 43,261 46,842

Note: In December 2020, the Group terminated certain contracts relate to sales of the System with
distributors and a contract relate to service for software development. These balances
represent refundable prepayments received from distributors and customer and agreed
compensation for the early termination of contracts.
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22.

23.

TRADE AND OTHER PAYABLES - continued

The Group - continued

The credit period granted by service providers is generally within 30 days. The following is an aged
analysis of frade payables based on the date when service provided at the end of the reporting period:

Trade payables
within 1 year
over | year

Total

The Company

Accrued listing expenses and share issue costs

Others

USD
HKD
RMB

LONG-TERM BOND

Carrying amounts repayable;
Between one to two years
Between two to five years
More than five years

Amounts shown under non-current liabilities

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMPB000 RMB'000 RMB'000
159 1,669 6,514 7,476
- 92 1,737 -
159 1,761 8,251 7,476
As at December As at June 30,
31.2023 2024
RMB'000 RMB'000
12,622 18,753
51 50
12,673 18,803
As at December As at June 30,
31.2023 2024
RMB'000 RMB'000
9,202 13,850
315 309
3,156 4,644
12,673 18,803
As at December 31 As at June 30
2021 2022 2023 2024
RMB'O00 RMB'OGO RMB'000 RMB'000
- - - 72,380
61,971 65,942 70,216 -
229,226 243,913 259,222 265,260
291,197 309,855 329,438 337,640
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23.

LONG-TERM BOND - continued

In July 2021, BrainAurora Zhejiang entered into a long-term bond subscription agreement and a
supplementary agreement with Shaoxing Fund. The aggregate subscription amount was RMB300
million. The long-term bond carries nominal interests of 6% per annum and will mature on the fifth
anniversary of a qualified IPO of the Group. BrainAurora Zhejiang shall pay the nominal interest
of 6% per annum calculated on a simple basis up to December 31, 2025 no later than December 31,
2025. The principal and the interest from January 1, 2026 to the maturity date shall be settled within
seven working days from the maturity date. The total subscription amount of RMB300 million was
received in August 2021. The Shaoxing Fund may exercise its conversion option in relation to the
long-term bond of no more than RMB100 million before the submission of the listing application
with no later than December 31, 2025 and the conversion price is subject to further negotiation
between the Shaoxing Fund and BrainAurora Zhejiang. The long-term bond includes conversion
option that do not meet equity instrument classification by applying IAS 32 Financial Instruments:
Presentation. The host debt component is measured at amortized cost and the derivative component
of the conversion option is measured at fair value. Since there is no specific conversion price in the
agreement, the fair value of the conversion option is considered nil. Therefore, the financial liability
is measured at amortized cost and the effective interest rate calculated after taking into account of
nominal interest rate and other directly related issue costs is 6.23%.

In respect of the long-term bond, the Group is required to comply with the following financial
covenants as loeng as long-term bond is outstanding. The repayment on demand clauses mainly
include:

e the investment of the Group to Binhai New Area, Shaoxing city is not lower than RMB50
million until the first anniversary of the subscription amount received; (the "First Year
Investment”)

e the investment of the Group to Binhai New Area, Shaoxing city is not lower than RMB100
millien until the second anniversary of the subscription amount received; (the "Second Year
Investment")

o the investment of the Group to Binhai New Area, Shaoxing city is not lower than RMB360
million until the third anniversary of the subscription amount received; (the "Third Year
Investment")

e the subscription amount is limited to be used for certain purposes, such as the Group's
ordinary operation, capital expenditure and working Capital (the "Usage Limitation™).

If the First Year Investment or Second Year Investment 1s lower than the abovementioned amounts,
a grace period of 12 months will be given. If the Third Year Investment is lower than RMB360
million, Shaoxing Fund has the right to demand immediate payment of the long-term bond with
nominal interests of 8% per annum. If the Group violates the Usage Limitation, Shaoxing Fund has
the right to demand immediate repayment of the long-term bond with nominal interests of 6% per
annum.

The abovementioned terms are collectively referred to as the "Repayment on Demand Clauses."
The Group has complied with these covenants during the three years ended December 31, 2023 and

six months ended June 30, 2024. The long-term bond was guaranteed by certain shareholders and
their close family members and friends.
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23.

24,

LONG-TERM BOND - continued

In June 2023, the Group and Shaoxing Fund signed a supplementary agreement, pursuant to which
the conversion right, Repayment on Demand Clauses and the original guarantee obligation of
certain sharcholders and their close family members and friends were cancelled. Furthermore, if the
Group fails to complete its IPO before December 31, 2025, the Repayment on Demand Clauses
(not including Usage Limitation) and the original guarantee obligation will be restored.

The Group set up a new bank account and made deposits of RMB300,000,000 to this account as at
June 30, 2023 according to above supplementary agreement and the withdrawal from the account
is subject to approval of Shaoxing Fund. From July to December 2023, the Group withdrew
RMB186,000,000 and placed back RMB100,000,000 of restricted bank deposits, and the restricted
bank deposits was RMB214,000,000 without considering the interest as at December 31, 2023.
From January 1, 2024 to June 30, 2024, the Group withdrew RMB95,000,000 restricted bank
deposits, and the restricted bank deposits was RMB119,000,000 without considering the interest as
at June 30, 2024,

LEASE LIABILITIES

The exposure of the Group's lease liabilities are as follows:

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB000 RMB000 RMB000

Lease liabilities payable:

Within one year 6,686 7,523 7,927 5,534
Within a period of more than
one year but not more than two years 7,236 2,604 3,707 926
More than two years, but not
exceeding five years 3,644 1,192 920 199
17,566 11,319 12,554 6,659

Less: Amount due for seitlement
with 12 months shown under
cwrrent liabilities (6,686) (7,523) {7,927) (5,534)

Amount due for settlement after
12 months shown under
non-current liabilities 10,880 3,796 4,627 1,125

The lease liabilities are measured at the present value of the lease payments that are not yet paid.
The incremental borrowing rates applied to lease liabilities range from 4.00% to 4.85% per annum
respectively as at December 31, 2021, 2022 and 2023 and June 30, 2024.

The Group does not face a significant liquidity risk with regard to its lease liabilities. Lease
liabilities are monitored within the Group's treasury function.
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25.

26.

CONTRACT LIABILITIES
As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
Research projects 581 424 967 854
Provision of the System integral
software solutions in hospitals - - 401 279
Provision of the System integral
software solutions out of hospitals 68 705 2,254 4,547
Other sales 84 321 308 198
733 1,450 3,930 5,878
Current 450 1,023 3,804 5,837
Non-current 283 427 126 41
733 1,450 3,930 5,878

As at January 1, 2021, contract liabilities from customers amounted to RMB341,000.
Revenue recognized during the years ended December 31, 2021, 2022 and 2023 and six months

ended June 30, 2024 related to contract liabilities balance at the beginning of the period amounted
to RMB341,000, RMB450,000, RMB1,023,000 and RMB2,422,000, respectively.

BANK AND OTHER BORROWINGS

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
Other borrowing (Note i) - 6,965 7,083 7,127
Bank borrowings (Note ii) - - 15,000 9,000
- 6,965 22,083 16,127
Bank and other borrowings denominated in:
usD - 6,965 7,083 7,127
RMB - - 15,000 9,000
- 6,965 22,083 16,127
Notes:

1, In December 2022, BrainAu Medical Technology (Delaware) Co., LLC ("BrainAu
(Delaware)"), a subsidiary of the Group, entered into a financing agreement with China
Frontier Capital Holding Ltd., a shareholder of the Group. The borrowing amounted to
USD1 million and is interest free and is due after the U.S. Food and Drug Administration
approves the Section 510(k) registration for the Cognitive Impairment Assessment Software
and Cognitive Impairment Treatment Software in the United States of America.
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26.

27.

BANK AND OTHER BORROWINGS - continued

Notes: - continued

ii. In August and October 2023, the Group obtained two new bank borrowings of
RMB9,000,000 and RMB6,000,000 respectively, the bank borrowing of RMB6,000,000

was matured and repaid in April 2024 and the bank borrowing of RMB9,000,000 will be
matured in August 2024. The borrowings carry interest of 5.50% per annum.

FINANCIAL ETABILITIES AT FVTPL

The Group

As at December 31 As at June 30
2021 2022 2023 2024
RMB'0GO RMB000 RMBO00 RMBGO0

[ssued by BrainAurora Zhejiang:

Paid-in capital with preferential rights 573,281 1,162,632 - -

Obligation under Series B Financing 153,465 - - -

Issued by the Company:

Series A-1 Preferred Shares - - 315,544 315,787
726,746 1,162,632 315,544 315,787

Analyzed as:

Non-current 573,281 1,162,632 - -

Current 153,465 - 315,544 315,787

726,746 1,162,632 315,544 315,787

Series Angel Financing

On March 2, 2015, BrainAurora Zhejiang entered into an investment agreement (the "Series Angel
Financing") with two independent investors (collectively as the "Series Angel Investors"), pursuant
to which the Series Angel Investors would make total investments of RMB5,128,000 to subscribe
new paid-in capital of RMB327,000 with certain preferential rights in BrainAurora Zhejiang. The
cash consideration was fully settled in 2015.

In May 2016, the capital reserve of BrainAurora Zhejiang amounting to RMB4,984,000 was
transferred to paid-in capital and the paid-in capital attributable to Series Angel Investors increased
to RMB1,025,000.

Series A Financing

On June 21, 2016, BrainAurora Zhejiang entered into an investment agreement (the "Series A
Financing") with two independent investors (collectively as the "Series A Investors"), pursuant to
which the Series A Investors would make total investments of RMB26,530,000 to subscribe new
paid-in capital of RMB1,904,000 with certain preferential rights in BrainAurora Zhejiang. The cash
consideration was fully settled in 2016.
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27.

FINANCIAL LIABILITIES AT FVTPL - continued
The Group - continued
Series B Financing

On December 18, 2020, BrainAurora Zhejiang entered into an investment agreement (the "Series
B Financing") with two independent investors (collectively as the "Series B Investors"), pursuant
to which the Series B Investors would make total investments of RMB100,000,000 to subscribe
new paid-in capital of RMB3,075,000 with certain preferential rights in BrainAurora Zhejiang. One
of the investors is also known as Mr. Tan Zheng, who was appointed as a director of BrainAurora
Zhejiang in December 2020. The cash consideration of RMB50,000,000 from Mr. Tan Zheng was
settled in July 2022. The cash consideration of RMBS50,000,000 from the other investor was settled
in February 2021. As at December 31, 2021, BrainAurora Zhejiang had an obligation to issue an
interest in new paid-in capital of RMB1,538,000 at a consideration of RMB350,000,000 to Mr. Tan
Zheng and a financial liability was recognized accordingly.

According to the Series B Financing agreement, the preferential rights for the Series Angel Investors,
Series A Investors and Series B Investors were redesignated and the key terms of are summarized
as follows:

(a) Liquidation preferences

In the event of any liquidation including deemed liquidation, dissolution or winding up of
BrainAurora Zhejiang:

The Series B Investors shall be entitled to receive the higher of the following amounts: (i) the amount
equal to the original investment amount plus interest of 12% per annum calculated on a simple basis
and (ii) any dividends that have been declared but not yet paid.

The Series A Investors shall be entitled to receive the amount equal to the original investment
amount plus interest of 12% per annum calculated on a simple basis and no greater than 200% of
the original investment amount.

The Series Angel Investors shall be entitled to receive the amount equal to the original investment
amount.

(b) Anti-dilution right

If BrainAurora Zhejiang raises new paid-in capital at a price lower than the price paid by the Series
B Investors, the Series B Investors shall have the right to require Mr. Tan Zheng to transfer paid-in
capital or BrainAurora Zhejiang to raise new paid-in capital to the Series B Investors at nil
consideration or nominal value permitted under the PRC laws, so that the amount paid by the Series
B Investors divided by the total paid-in capital obtained is not higher than the price of the newly
raised paid-in capital.
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27.

FINANCIAL LIABILITIES AT FVTPL - continued
The Group - continued

Series B Financing - continued

(b)  Anti-dilution right - continued

If BrainAurora Zhejiang raises new paid-in capital at a price lower than the price paid by the Series
A Investors, the Series A Investors shall have the right to receive compensation through any of the
following compensation methods: (i) BrainAurora Zhejiang and/or Mr. Tan Zheng to pay the Series
A Investors in cash; or (ii) Mr. Tan Zheng to transfer paid-in capital or BrainAurora Zhejiang to
raise new paid-in capital to the Series A Investors at consideration of RMB1, so that the amount
paid by the Series A Investors divided by the total paid-in capital obtained is not higher than the
price of the newly raised paid-in capital.

If BrainAurora Zhejiang raises new paid-in capital at a price lower than the price paid by the Series
Angel Investors, the Series Angel Investors shall have the right to require Mr. Tan Zheng to transfer
paid-in capital or BrainAurora Zhejiang to raise new paid-in capital to the Series Angel Investors
at consideration of RMB]1, so that the amount paid by the Series Angel Investors divided by the
total paid-in capital obtained is not higher than the price of the newly raised paid-in capital.

(c) Redemption right

The investment from the Series Angel Investors, Series A Investors and Series B Investors shall be
redeemed by BrainAwora Zhejiang and/or Mr. Tan Zheng, at the option of the investors if
BrainAurora Zhejiang failed to complete a qualified IPO before December 31, 2024 and/or upon

the occurrence of certain contingent events.

The Series B Investors shall be entitled to receive the redemption amount equal to the original
investment amount plus interest of 12% per annum calculated on a simple basis.

The Series A Investors shall be entitled to receive the redemption amount equal to the original
investment amount plus interest of 12% per annum calculated on a simple basis.

The Series Angel Investors shall be entitled to receive the redemption amount equal to the original
investment amount plus interest of 10% per annum calculated on a simple basis.
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27,

FINANCIAL LIABILITIES AT FVTPL - continued
The Group - continued

Termination of preferential rights in BrainAurora Zhejiang and preferred shares issued by
the Company

On July 17, 2023, BrainAurora Zhejiang entered into an agreement with Series Angel Investors,
Series A Investors and Series B Investors, pursuant to which the preferential rights for all these pre-
IPO investors were terminated ("Termination Agreement™). Upon signing of the Termination
Agreement, the Series Angel Investors, Series A Investors and Series B Investors terminated all
their preferential rights in BrainAurora Zhejiang except for one of the Series A Investors, Immense
Vantage Limited ("ITVL"), whose preferential rights in BrainAurora Zhejiang would be taken over
by Series A-1 Preferred Shares to be issued by the Company. Hence, the paid-in capital subscribed
by Series Angel Investors, Series A Investors (excluding IVL) and Series B Investors meet the
definition of equity as the Group has no contractual obligation to deliver cash or a variable number
of shares and therefore were reclassified from financial liabilities to equity at their fair value of
RMB1,012,304,000, resulting in an increase of paid-in capital of RMB10,107,000 and an increase
of capital reserve of RMB1,002,197,000.

On July 30, 2023, as part of the Reorganization, the Company issued 95,878 Series A-1 Preferred
Shares and 30,976 Series A-2 Preferred Shares to three affiliates of IVL (IVL and its three affiliates
are collectively referred to as "IVL Shareholders") to mirror the paid-in capital with preferential
rights of IVL in BrainAurora Zhejiang and paid-in capital of IVL in BrainAurora Zhejiang
respectively. The fair value of Series A-1 Preferred Shares issued by the Company as at July 30,
2023 was RMB317,033,000, and the fair value of paid-in capital with preferential rights of IVL in
BrainAurora being taken over by Series A-1 Preferred Shares was RMB313,871,000 and fair value
change of RMB3,162,000 was recognized.

The shareholders of Series A Preferred Shares (the "Series A Preferred Shareholders™) have the
rights to convert their respective Series A Preferred Shares into ordinary shares at any time after the
date of issuance of such Series A Preferred Shares. Series A Preferred Shares shall be automatically
converted into ordinary shares upon the closing of the listing. The conversion ratio for Series A
Preferred Shares to ordinary shares is 1:1. The shareholders of Series A-2 Preferred Shares have
priority to sell shares to new investors. The Group has no contractual obligation to deliver cash or
a variable number of shares to shareholders of Series A-2 Preferred Shares and thus the Series A-2
Preferred Shares meet the definition of equity.

The key terms of preferential rights for Series A-1 Preferred Shares are summarized as follows:
(a) Liquidation preferences

In the event of any liquidation including deemed liquidation, dissolution or winding up of the
Company, the shareholders of Series A-1 Preferred Shares ("Series A-1 Preferred Shareholders")
shall be entitled to receive the amount equal to USD3 million principal investment plus interest of

12% per annum calculated on a simple basis from the issue date of the Series A Financing and no
greater than USD6 million.
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27.

FINANCIAL LIABILITIES AT FVTPL - continued
The Group - continued

Termination of preferential rights in BrainAurora Zhejiang and preferred shares issued by
the Company - continued

(b) Anti-dilution right

If without the prior written consent of the Series A-1 Preferred Shareholders, the Company issues
new share(s) at a price less than Series A-1 Preferred Shareholders (except for the price of shares
pursuant to or in connection with the global offering under the listing, restructuring, and employee
share incentive plan), the Series A-1 Preferred Shareholders shall have the right to request for the
Company or founder parties ("Founder Parties") including ZTan Limited, Wispirits Limited,
Wiseforward Limited or Neurobright Limited (companies wholly owned by or controlled by Mr.
Tan Zheng or Dr. Wang Xiaoyi) to compensate in cash, so that the amount paid by the Series A-1
Preferred Shareholders divided by the total shares obtained is not higher than the price of the newly
issued shares.

(c) Redemption right

The investment from the Series A-1 Preferred Shareholders shall be redeemed by the Company
and/or the Founder Parties, at the option of the Series A-1 Preferred Shareholders if the Company
failed to complete a qualified IPO before December 31, 2024, which was extended to December 31,
2025 in March 2024 and was further extended to June 30, 2026 in October 2024, and/or upon the
occurrence of certain contingent events. The Series A-1 Preferred Shareholders shall be entitled to
receive the redemption amount equal to the USD3 million principal investment plus interest of 12%
per annum or 20% per annum calculated on a simple basis.

Presentation and classification

The paid-in capital subscribed by Series Angel Investors, Series A Investors and Series B Investors
are collectively referred to as BrainAurora Zhejiang Preference Shares. BrainAurora Zhejiang
Preference Shares and Series A-1 Preferred Shares are collectively referred to as Preference Shares.

The Group has designated Preference Shares which contain redemption features and other
embedded derivatives as financial liabilities at FVTPL on initial recognition.

The fair value change of Preference Shares is recognized to profit or loss except for the portion
attributable to credit risk change which shall be recognized to other comprehensive income, if any.
The Directors considered that the credit risk change on the financial liabilities that drive the fair
value change of the financial liabilities during the three years ended December 31, 2023 and six
months ended June 30, 2024 is immaterial.
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27.

FINANCIAL LIABILITIES AT FVTPL - continued
The Group - continued
Presentation and classification - continued

The movements in the financial liabilities at FVTPL are as follows:

BrainAurora
Obligation Zhejiang Series A-1
under Series Preferred Preferred
B Financing Shares Shares Total
RMB'0O0 RMB'000 RMB'00G RMB'OO0

At January 1, 2021 - 52,982 - 52,982
Addition - 50,000 - 50,000
Change in fair value 153,465 470,299 - 623,764
At December 31, 2021 153,463 573,281 - 726,746
Change in fair value 91,018 294,868 - 385,886
Settlement of obligation under

Series B Financing (244,483) 294,483 - 50,000
At December 31, 2022 - 1,162,632 - 1,162,632
Change in fair value - 163,543 1,673 165,216

Termination of preferential rights in
BrainAurora Zhejiang and
partially exchange with issue of

Series A-1 Preferred Shares - (1,326,175) 313,871 (1,012,304)
At December 31, 2023 - - 315,544 315,544
Change in fair value - - 243 243

At June 30, 2024 - - 315,787 315,787

The fair value of the Preference Shares at December 31, 2021, 2022 and 2023 and June 30, 2024
were valued by the Directors with the assistance of an independent qualified professional valuer,
which is not connected to the Group and has appropriate qualifications and experiences in valuation
of similar instruments.

Discounted cash flow model was used to determine the underlying equity value of BrainAurora
Zhejiang as at December 31, 2021 and 2022 and the underlying equity value of the Company as at
December 31, 2023 and June 30, 2024.

Hybrid method was adopted to allocate the equity value amongst different classes of securities of
BrainAurora Zhejiang or the Company at the end of each reporting period. The hybrid method is a
hybrid between the probability-weighted expected return method ("PWERM") and the option
pricing method ("OPM"), estimating the probability-weighted value across multiple scenarios while
using the OPM to estimate the allocation of value within one or more of those scenarios.

Under a PWERWM, the values of various classes of securities are estimated based on an analysis of
future values for the enterprise, assuming various future outcomes, and on the probability-weighted
present value of expected future investment returns, considering each of the possible future
outcomes available to the enterprise, as well as the rights of each class of securities. Common future
outcomes model might include IPO, liquidation or redemption.
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27.

FINANCIAL LIABILITIES AT FVTPL - continued

The Group - continued

Presentation and classification - continued

The OPM treats the rights of Preference Shares and ordinary paid-in capital as equivalent to that of
call options on the Group's equity value, with strike prices based on the liquidation preferences and
redemption provisions of Preference Shares. Thus, the equity value of the ordinary paid-in capital

can be determined by estimating the value of its portion of each of these call option rights.

Key valuation assumptions used to determine the fair value of Preference Shares are as follows:

As at December 31 As at June 30
2021 2022 2023 2024
Time to IPO 3.00 2.00 0.25 0.25
Time to liquidation 3.00 2.00 1.00 1.50
Risk-free interest rate 2.45% 2.34% 4.79% 4.90%
Discount for lack of marketability 20.00% 20.00% 10.00% 9.00%
Discount rate 17.00% 16.00% 16.00% 16.00%
Volatility 60.90% 74.85% 87.91% 70.85%
Dividend yield - - - -
Possibilities under liquidation scenario 27.50% 20.00% 20.00% 20.00%
Possibilities under IPO scenario 45.00% 60.00% 60.00% 60.00%
Possibilities under redemption scenario 27.50% 20.00% 20.00% 20.00%

Risk-free interest rate was estimated based on the China government bond yield curve with maturity
matching to the expected exit period as at December 31, 2021 and 2022 and the risk-free interest
rate was estimated based on the yield of US treasury bonds with maturity matching to the expected
exit period as at December 31, 2023 and June 30, 2024.

The discount for lack of marketability was estimated based on the Finnerty model with reference to
the comparable companies in the same industry.

Discount rate was estimated by weighted average cost of capital with reference to the comparable
companies in the same industry.

Volatility was estimated on the valuation date based on average of historical volatilities of the

comparable companies in the same industry for a period from the valuation date to expected
liquidation or redemption dates, where applicable.
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27.

28.

FINANCIAL LIABILITIES AT FVTPL - continued

The Company
Series A-1
Preferred Shares
RMB'000
As at April 25, 2023 (date of incorporation) -
Issue of Series A-1 Preferred Shares 317,033
Change in fair value (1,489)
At December 31, 2023 315,544
Change 1in fair value 243
At June 30, 2024 315,787

PAID-IN CAPITAL/SHARE CAPITAL
The Group

For the purpose of presentation of the consolidated statements of financial position prior to the
completion of the Reorganization as disclosed in Note 2, the balances of paid-in capital as at January
1, 2021 and December 31, 2021 and 2022 represent the paid-in capital of BrainAurora Zhejiang
which are classified as equity. The share capital as at December 31, 2023 and June 30, 2024
represented the issued share capital of the Company.

The Company
Number of shares Share capital
UsSD

Ordinary Shares
Ordinary Shares of USD0.0001 each
Authorized
As at April 25, 2023 (date of incorporation) 500,000,000 50,000
Reclassification and

re-designation on issuance of

Series A-1 Preferred Shares (95,878) (10)
As at December 31, 2023 and June 30, 2024 499,904,122 49,990
Issued and fully paid
Issue of Ordinary Shares for the

Reorganization (Note) 904,122 90
Issue of ordinary shares to HoldCo (Note) 85,166 9

As at December 31, 2023 and June 30, 2024 089,288 99
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28.

29.

30.

PAID-IN CAPITAL/SHARE CAPITAL - continued

The Company - continued

Presented as

As at December
31, 2023

RMB'000

As at June
30,2024
RME'000

1

Note: During the year ended December 31, 2023, the Company issued 904,122 Ordinary Shares
with a par value of USDO0.0001 each at total consideration of RMB6,224,000 to its
shareholders, which are entities owned by the then shareholders or beneficial owners of
BrainAurora Zhejiang as part of the Reorganization. The difference of RMB6,223,000
between the total consideration of RMB6,224,000 and the par value of Ordinary Shares
issued of USD9I0 (equivalent to RMB626) is credited to share premium.

On August 2, 2023, the Company issued 85,166 ordinary shares with a par value of
USDO0.0001 each at total consideration of USDS8.5 (equivalent to RMB61) to HoldCo for

the Pre-IPO Share Award Scheme.

RESERVES

At the date of incorporation

Issue of Ordinary Shares

Loss and total comprehensive
expense for the year

Recognition of equity-settled
share-based payments (Note 32)

At December 31, 2023

Loss and total comprehensive
expense for the period

Recognition of equity-settled
share-based payments (Note 32)

At June 30, 2024

Share-based

Share payments  Accumulated
premium reserve losses Total
RMB'000 RMB'000 RMB'000 RMB'000
6,223 : i 6.223
- - (9,374) (9,374)
- 44 873 - 44,873
6,223 44,873 (9,374) 41,722
- - (7,166) (7,166)
- 35,304 - 35,304
6,223 80,177 (16,540) 69,860

ACQUISITION OF ASSETS THROUGH ACQUISITION OF A SUBSIDIARY

Beijing Hongze Technology Development Co., Ltd.* (b 5UEERT B AR A F) ("Beijing Hongze")
was established on December 16, 2001 by two individual equity holders who are non-related to the
Group. On February 21, 2023, BrainAurora Zhejiang acquired 100% equity interest of Beijing

Hongze at consideration of RMB700,000.
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30.

31.

32.

ACQUISITION OF ASSETS THROUGH ACQUISITION OF A SUBSIDIARY - continued

At the time of acquisition of Beijing Hongze, Beijing Hongze did not carry out any business
activities nor did Beijing Hongze have any assets or liabilities except for holding two vehicles with
licence plates of Beijing city. Theacquisition of Beijing Hongze is regarded as an asset acquisition.

* English name is for identification purpose only.

RETIREMENT BENEFITS PLANS

The PRC employees of the Group are members of a state-managed retirement benefits plan operated
by the government of the PRC. BrainAurora Zhejiang and its PRC subsidiaries are required to
contribute a specified percentage of payroll costs to the retirement benefits plan to fund the
employee benefits. The only obligation of the Group with respect to the retirement benefits plan is
to make the specified contributions. The retirement benefits cost charged to profit or loss for the
years ended December 31, 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024
amounted to RMB2,702,000, RMB7,326,000, RMB6,301,000, RMB3,015,000 (unaudited) and
RMB3,446,000, respectively.

SHARE-BASED PAYMENT TRANSACTIONS
(a) Share awards in 2020

Pursuant to the agreement entered between Dr. Wang Xiaoyi and Mr. Tan Zheng on December 20,
2020, Dr. Wang Xiaoyi agreed to transfer RMB1,384,000 of paid-in capital of BrainAurora
Zhejiang to Mr. Tan Zheng through an entity owned by Dr. Wang Xiaoyi at the total consideration
of RMB4,500,000 upon certain non-market conditions (including development of cognitive centers
and successful financings for the Group) are met ("2020 Share Awards"). The total fair value of
2020 Share Awards is RMB15,002,000 at the grant date which were determined with reference to
the raise price of the Series B Financing and the purchase price.

Certain non-market conditions of the 2020 Share Awards were waived on September 8, 2021 and
the Group recognized a share-based payment expense of RMB14,372,000 during the year ended
December 31, 2021.

(b) Share awards in 2021

On August 31, 2021, Dr. Wang Xiaoyi transferred RMB246,000 of paid-in capital of the
BrainAurora Zhejiang held through an entity owned by Dr. Wang Xiaoyi to Mr. Jing Yiliang, a
senior management of the Group at that time, at the total consideration of RMB4,000,000 with no
condition ("2021 Share Awards") attached. The total fair value of 2021 Share Awards is
RMB4,998,000 at the grant date which were determined with reference to the subscription price of
the Series B+ Financing and the purchase price. The Group recognized a share-based payment
expense of RMB4,998,000 during the year ended December 31, 2021.

-67 -



BRAINAURORA MEDICAL TECHNOLOGY LIMITED

IRBIR BT BB TR A 7]

32,

SHARE-BASED PAYMENT TRANSACTIONS - continued
(c) Pre-IPO Share Award Scheme

On July 30, 2023 (the "Adoption Date"), the Company adopted a pre-IPO share award scheme (the
"Pre~-IPO Share Award Scheme") to recognize and reward the contributions of certain eligible
employees of the Group, and incentivize them for their future contribution to the continual operation
and development of the Company. Subject to any early termination as may be determined by the
board of directors, the Pre-IPO Share Award Scheme shall be valid and effective for a term of 10
years commencing on the Adoption Date.

Under the Pre-IPO Share Award Scheme, the maximum number of awards that may be granted
under the Pre-IPO Share Award Scheme in aggregate (excluding the awards that have lapsed or
been cancelled in accordance with the rules of the Pre-IPO Share Award Scheme) shall be 85,166
shares held or to be held by HoldCo for the purpose of the Pre-IPO Share Award Scheme.

On July 31, 2023, the Company granted 85,166 Awarded Shares under the Pre-IPO Share Award
Scheme to 46 grantees (including directors, members of the senior management, and other
employees of the Group) (the "Pre-IPO Share Award"). Included in the Pre-IPO Share Award,
27,129 Awarded Shares were granted to Mr. Tan Zheng, 26,946 Awarded Shares were granted to
Dr. Wang Xiaoyi, 15,163 Awarded Shares were granted to the other three senior managements and
the remaining 15,928 Awarded Shares were granted to other employees. Subject to the
consummation of the listing of the Company's shares (the "Listing") and if certain performance and
service conditions are met, the Awarded Shares granted shall vest in the following manner: 30% of
such Awarded Shares shall be vested on the date of the first anniversary of the Listing; 30% of such
Awarded Shares shall be vested on the date of the second anniversary of the Listing; and 40% of
such Awarded Shares shall be vested on the date of the third anniversary of the Listing.

The following table discloses movements of the Pre-IPO Share Award Scheme:

Outstanding QOutstanding
as at Granted Forfeited as at
January 1, during the  during the  December 31,
Category 2023 year year 2023
Pre-IPO Share Award Scheme - 85,166 - 85,166
Qutstanding Qutstanding
as at Granted Forfeited as at
January 1, during the  during the June 30,
Cafepory 2024 period period 2024
Pre-1PO Share Award Scheme 85,166 - - 85,166

The fair value of each Award Share was RMB3,222.98 which was determined based on the price
of the Company's ordinary shares at the grant date.

The Group recognized a share award expense of RMB44,873,000 and RMB35,304,000 in respect
of the Pre-IPO Share Award during the year ended December 31, 2023 and the six months ended
June 30, 2024.
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33.

FINANCIAL INSTRUMENTS
The Group

Categories of financial instruments

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB000 RMB'000 RMB'0O0

Financial assets

Amortized cost 338,734 144,581 328,363 257,951
Financial assets at FVTPL - 228,789 - .
338,734 373,370 328,363 257,951
Financial liabilities
Amortized cost 300,640 331,147 383,094 392,728
Financial liabilities at FVTPL 726,746 1,162,632 315,544 315,787
1,027,386 1,493,779 698,638 708,515
Lease liabilities 17,566 11,319 12,554 6,659
The Company

Categories of financial instruments

As at December As at June
31,2023 30.2024
RMB'0O00 RMB'O00
Financial assets
Amortized cost 15,584 12,154
Financial liabilities
Amortized cost 19,685 25,859
Financial labilities at FVTPL 315,544 315,787

335,229 341,646

Financial risk management objectives and policies

The Group's major financial instruments include trade and other receivables, bank balances and
cash, restricted bank deposit, term deposits, amounts due from related parties, financial assets at
FVTPL, trade and other payables, lease liabilities, bank and other borrowings, long-term bond,
financial liabilities at FVTPL and amounts due to related parties. The Company's major financial
instruments include bank balances, other payables, amount due to a subsidiary and financial
liabilities at FVTPL. Details of these financial instruments are disclosed in the respective notes. The
risks associated with these financial instruments include market risk (currency risk, interest rate risk
and other price risk), credit risk 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
neasures are implemented on a timely and effective manner.
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33. FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
Market risk
(i) Currency risk

The Group

As at the end of each reporting period, the Group had the following monetary assets and
monetary liabilities denominated in currencies other than RMB.

As at December 31 As at June 30
2021 2022 2023 2024
RMB'0OGO RMB'000 RMB'000 RMB'000
Assets
USD - 6,964 10,627 7,206
Liabilities
usp - 6,964 331,829 336,764

HKD - - 315 309

The Company

As at December 31, 2023 and June 30, 2024, the Company had the following monetary
assets and monetary liabilities denominated in currencies other than RMB.

As at December As at June
31,2023 30.2024
RMB'O00 RMB'000
Assets
UsDh 10,559 7,133
Liabilities
USD 331,758 336,693

HKD 315 309

Sensitivity analysis

The Group and the Company were primarily subject to foreign currency risk from the
movement of the exchange rates between RMB against USD. At the end of each reporting
period, if the exchange rate of RMB had been weaken against USD by 5% and all other
variables were held constant, the Group's and the Company's post-tax loss for each reporting
period would increase as follows. For a 5% strengthening of RMB against USD, there would
be an opposite impact on the post-tax loss for the year/period.

-70 -



BRAINAURORA MEDICAL TECHNOLOGY LIMITED
M ARG B T BB R A

33. FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies - continued

Market risk - continued

(i) Currency risk - continued
Sensitivity analysis - continued
The Group
Increase in post-tax loss
For the
six months
ended
For the vear ended December 31, June 30,
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
USD - - 16,060 16,478
The Company
Increase in post-tax loss
For the For the
year ended six months
December 31, ended June 30,
2023 2024
RMB'000 RMB000
USD 16,060 16,478
(i} Interest rate risk
The Group's fair value interest rate risk relates primarily to fixed-rate lease liabilities (Note
24), fixed-rate long-term bond (Note 23), fixed-rate bank borrowing (Note 26) and fixed-
rate Preference Shares (Note 27). The Group is also exposed to cash flow interest risk in
relation to variable-rate bank balances (Note 21) which carry prevailing market interests.
The Company's fair value interest rate risk relates primarily to fixed-rate Preference Shares
(Note 27). The Group currently does not have a specified policy to manage its interest rate
risk but will closely monitor their interest rate risk exposure in the future. No sensitivity
analysis on cash flow interest rate risk is presented as the management considers the
sensitivity on interest rate risk on bank balances is insignificant.
(iii)  Other price risk

The Group is exposed to other price risk through Preference Shares and associated
obligation measured at FVTPL and investments in financial products measured at FVTPL.
The Company is exposed to other price risk through Series A-1 Preferred Shares.
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33.

FINANCIAL INSTRUMENTS - continued

Financial risk management objectives and policies - continued
Market risk - continued

(iii)  Other price risk - continued

Sensitivity analyses for Preference Shares and associated obligation with fair value
measurement categorized within Level 3 were disclosed in Note 34. The management of the
Group considers the fluctuation in fair value changes on financial products is insignificant,
taking into account the short-term duration of such financial products.

Credit risk and impairment assessment
The Group and the Company

The Group's maximum exposure to credit risk which will cause a financial loss to the Group due to
failure to discharge an obligation by the counterparties is arising from the carrying amount of the
respective recognized financial assets (including bank balances, restricted bank deposit, financial
assets at FVTPL, trade and other receivables, amounts due from related parties and term deposits).
The Company's maximum exposure to credit risk which will cause a financial loss to the Company
due to failure to discharge an obligation by the counterparties is arising from the carrying amount
of bank balances. The Group and the Company do not hold any collaterals or other credit
enhancement to cover the credit risks associated with its financial assets.

In order to minimize the credit risk, the Group and the Company monitor the exposure to credit risk
on an on-going basis. Except for financial assets at FVTPL, the Group and the Company assessed
the ECL on its financial assets measured at amortized cost at the end of each reporting period. The
Group's and the Company's internal credit risk grading assessment comprises the following
categories:

The Group's and the Company's internal credit risk grading assessment comprises the following
categories:

Other financial

Internal credit rating Description Trade receivables assets
Low risk The counterparty has a low risk of Lifetime ECL - not I2m ECL
default and does not have any credit-impaired

past-due amounts or the
counterparty frequently repays
after due dates but usually settle
the amounts in full
Doubtful There have been significant Lifetime ECL - not Lifetime ECL - not
increases in credit risk since credit-impaired credit-impaired
initial recognition through
information developed internatly
or external resources

Loss There is evidence indicating the Lifetime ECL - Lifetime ECL -
asset is credit-impaired credit-impaired credit-impaired
Write-off There is evidence indicating that Amount is written off Amount is written off

the debtor is in severe financial
difficulty and the Group and the
Company have no realistic
prospect of recovery
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33.

FINANCIAL INSTRUMENTS - continued
The Group

Trade receivables, receivables from third party payment platforms, short-term loan receivables and
other receivables

In order to minimize credit risk, the Group has tasked its credit management team to develop and
maintain the credit risk grading for the Group's trade receivables, receivables from third party
payment platforms, short-term loan receivables and other receivables and to categorize exposures
according to their degree of risk of default. The credit management team uses publicly available
financial information and the Group's own trading records to rate its major customers and other
debtors. The Group’s exposure and the credit ratings of its counterparties are continuously
monitored and the aggregate value of transactions concluded is spread amongst approved
counterparties.

The Group engages a provider of operations services during the three years ended December 31,
2023 and six months ended June 30, 2024 to facilitate the sales to a hospital. The management of
the Group is of the view that the credit period of public hospitals are normally longer, as the internal
procedures of public hospitals regarding decision making and approval, and reconciliation and
seftlement typically take a longer period of time and thus would affect the collection of trade
receivables of hospitals and the provider of operations services from the hospital and in turn affect
the collection of trade receivable.

The Group assessed the ECL for its receivables from third party payment platforms, short-term loan
receivables and other receivables individually based on internal credit rating which, in the opinion
the management of the Group, there is no significant increase in credit risk since initial recognition.
No 12Zm ECL was made for receivables from third party payment platforms, short-term loan
receivables and other receivables, the estimated loss rates are limited as the historical observed
default rates of counterparties above are minimal, therefore the Group assessed the ECL for
receivables from third party payment platforms, short-term loan receivables and other receivables
are insignificant.

The Group has concentration risk with approximately 77.41% and 13.55% of the Group's account
receivables placed with the provider of operations services relate to customer B, customer K
respectively at December 31, 2021, with approximately 55.22%, 14.02% and 11.94% of the Group's
account receivables placed with customer A, the provider of operations services relate to customer
B and customer C respectively at December 31, 2022, and with approximately 35.60%, 25.59% and
15.05% of the Group's account receivables placed with customer A, the provider of operations
services relate to customer B and customer F respectively at December 31, 2023 and with
approximately 35.07%, 17.58% and 20.30% of the Group's account receivables placed with
customer A, customer I and the provider of operations services relate to customer B respectively
at June 30, 2024.

Bank balances, term deposits and restricted bank deposit

The Group's bank balances, term deposits and restricted bank deposit are placed with state-owned
banks or commercial banks with high credit ratings in the Mainland China, Hong Kong, and the
United States of America. The management of the Group considers that the credit risk on bank
balances, term deposits and restricted bank deposit is insignificant and no loss allowance was
recognized.
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33.

FINANCIAL INSTRUMENTS - continued
The Group - continued
Bank balances, term deposits and restricted bank deposit - continued

The Group has concentration risk with approximately 17.36% and 81.15% of the Group's bank
balances placed with bank A and bank B respectively at December 31, 2021, with approximately
30.28%, 11.70% and 34.46% of the Group's bank balances placed with bank A, bank C and bank
D respectively at December 31, 2022, and with approximately 79.15% of the Group's bank balances
and restricted bank deposit placed with bank B at December 31, 2023 and with approximately 68.12%
of the Group's bank balances and restricted bank deposit placed with bank B at June 30, 2024.

Other than the concentration of credit risks of trade receivables and bank balances mentioned above,
the Group does not have any other significant concentration of credit risk.

The tables below detail the credit risk exposures of the Group's financial assets, which are subject
to ECL assessment upon application of IFRS 9:

Gross carrying amoust

As at December 31 As at June 30
Notes 2021 2022 2023 2024
RMB'0O0 RMBO0O RMBYG00 RMB0OG
Financial assets at
amortized cost
Trade receivables 19 Low risk Lifetime ECL (not 1,136 8,422 50,470 36,705
credit-impaired)
BPoubtful Lifetime ECL (not - - - 39,385
credit-impaired)
Loss Lifetime ECL - - - 2,728
credit-impaired)
Receivables from B9 Low risk i2m ECL 13,842 4,750 6,696 8,839
third party payment
platforms, short-term
loan reccivables and
other receivables
Amounts due from 37 Low risk [2m ECL 29 29
related parties
Restricted bank deposit 21 Low risk [2m ECL - 214,241 119,421
Bank balances 21 Low risk [2m ECL 323,727 28,249 57,566 55,903
Term deposits 21 Low risk 12m ECL - 103,186 - -

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 aging, internal credit ratings of trade debtors, repayment history and/or 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 that is
available without undue cost or effort. In addition, trade receivables with credit-impaired are
assessed for ECL individually.

On that basis, the average loss rates as at December 31, 2021, 2022, 2023 and June 30, 2024 were

1.14%, 0.75% and 1.76% and 3.03%, respectively which were assessed on a collective basis by
using provision matrix within lifetime ECL (not credit-impaired).
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33.  FINANCIAL INSTRUMENTS - continued
The Group - continued
Bank balances, term deposits and restricted bank deposit - continued

Lifetime ECL Lifetime ECL

(not credit (credit
impaired) impaired) Total
RMB'000 RMB'000 RMB'000
As at January 1, 2021 - - -
New financial assets originated 13 - 13
As at December 31, 2021 13 - 13
Changes due to financial
instruments recognized as at
January 1, 2022:
- Impairment losses reversed (13) - (13)
New financial assets originated 63 - 63
As at December 31, 2022 63 - 63
Changes due to financial
instruments recognized as at
January 1, 2023:
- Impairment losses recognized 131 - 131
- Transfer to credit-impaired (20) 20 -
- Written-off - (20} (20)
- Impairment losses reversed (30) - (30)
New financial assets originated 747 - 747
As at December 31, 2023 891 - 891
Changes due to financial
instruments recognized as at
January 1, 2024
- Impairment losses recognized 708 1,790 2,498
- Transfer to credit-impaired 20) 20 -
- Impairment losses reversed (253) - (253)
New financial assets originated 979 918 1,897
As at June 30, 2024 2,305 2,728 5,033
The Company

Bank balances
The Company's bank balances are placed with commercial banks with high credit ratings in the

Hong Kong. The management of the Company considers that the credit risk on bank balances is
insignificant and no loss allowance was recognized.
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33.

FINANCIAL INSTRUMENTS - continued
The Company - continued
Bank balances - continued

The Company has concentration risk with approximately 100% of the Company's bank balances
placed with bank E at December 31, 2023 and June 30, 2024.

Liquidity risk

In management of the liquidity risk, the Group monitor and maintain levels 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. The Group relies on long-term bond, Preference Shares
and shareholders' investment as a significant source of liquidity.

The following table details the Group's remaining contractual maturity for its financial liabilities
based on the agreed repayment terms. 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 required to pay.
The table includes both interest and principal cash flows.

The Group
Total
On within undiscounted Carrying
Interest rates demand 1 year 1-2 years 2-3 years =3 years cash flows amgunt
%% RMBO00 RMB'000 RMB'GG0 RMB'0GO RMB'000 RMBO0O RMB'OOG
At December 31, 2021
Trade and other payables WA 6422 657 - . - 7,079 7,079
Ameounts due 1o related
Parties N/A 2,364 - - - - 2,364 2,364
Paid-in capital with
preferential rights 10.00-12.00 - - - 151,487 - 151,487 573,281
Long-term bond 6.23 - - - 79,447 354,049 433,496 291,197
8,786 057 - 230,934 354,049 394426 873,921
Lease liabilities 4,00-4,85 - 6,813 7,675 4,098 - 18,586 17,566
Total
On within undiscounted Carrying
Interest rates demand 1 vear 1-2 vears 2-5 years >3 years cash flows ampunt
2% RMB'O00 RAIBOOQ RAB'000 RMB000 RAMBO00 RMB0OOG RMBO00
At December 31, 2022
Trade and other payables N/A 5,422 3,541 - - - 11,963 11,963
Amounts due to related
Parties N/A 2,364 - - - - 2,364 2,364
Paid-in capital with
preferential rights 10.00-12.00 - 201,487 B - 201,487 1,162,632
Other borrowing - 6,965 - - - 6,965 6,965
Long-term bond 6.23 . - 79447 354,049 433,496 309,855
8,786 12,506 201,487 79,447 354,049 656,275 1,493,779
Lease liabilities 4.00-4.85 - 7,675 2,746 1,352 - 11,773 11,319
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33.

FINANCIAL INSTRUMENTS - continued

The Group - continued

At December 31, 2023

Trade and other payables

Series A-1 Preferred
Shares

Bank and other
Borrowings

Long-term bond

Lease liabilities

At June 30,2024

Trade and other payables

Series A-1 Preferred
Shares

Bank and other
Borrowings

Long-term bond

Lease labilities

The Company

At December 31,2023

Other payables

Amount due to a
Subsidiary

Series A-1 Preferred
Shares

Al June 30, 2024

Other payables

Amount due fo a
Subsidiary

Series A-1 Preferred
Shares

Interest rates
%
N/A
12.00

0.00-5.50
6.23

4.00-4.85

Interest rates
%
N/A
12,00

¢.00-5.50
6.23

4.00-4.85

Interest rates

as
0

N/A

NA

£2.00

Interest rates

%

N/A
N/A

12.0¢

Totai
On within undiscounted Carrying
demangd 1 year 1-2 vears 2-3 years =5 years cash flows amount
RMBOG0 RABOMN RMBOOD RMB'O00 RMBOND RAMBY00 RABOOG
5,222 26,351 - - - 31,373 31,373
- 42,610 - . - 42,610 315,544
B 22,530 - - - 22,530 22,083
- - - 79,447 354,049 433,496 329,438
5222 91,491 - 79.447 354,049 530,209 698,638
- 8,095 5,480 1,132 - 14,707 12,554
Total
On within undiscounted Carrying
demand 1_vear 1-2 vears 2-3 years =5 years cash flows amount
RMB000 RMBOGO RMBOO0 RaiB'ooo RMBO00 RMBOOG RMBGOG
3,743 35,218 - - - 38,961 38,961
B - 43,441 - - 45,441 315,787
- 16,197 - - - 16,197 16,127
- - 19,447 - 367,512 446,959 337,640
3,743 51,415 124,888 - 367,512 547,558 108,518
- 5,656 984 21 - 6,851 6,659
Total
On within undiscounted Carrying
demand 1 ygar 1-2 years 2-5 vears =5 yenrs cash flows amount
RMBOGT RMBOOO RMBO0O RAMBTOO RMBO0G RAMBGHH) RAMB OO0
- 12,673 - - - 12,673 12,673
7,012 - - - - 7,612 7,012
- 43,610 - - - 42,610 315,544
7,012 55,283 - - - 62,293 335,229
Total
On within undiscounted Carrying
demand 1 year -2 years 2.5 years >5 vears cash flows amount
RuBoan RAB'O00 RMBO00 RATRO00 RMBODG RABGGH RAMBOOD
- 18,803 - - - 18,803 16,803
7,056 . - - - 1,056 7.056
- - 45,441 - - 45,441 315,787
7,056 18,803 45,441 - - 71,300 341,646
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34. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

Some of the Group's financial instruments are measured at fair value for financial reporting
purposes. In estimating the fair value, the management of the Group uses market-observable data
to the extent it is available. Where Level 1 inputs are not available, the management of the Group
determines the appropriate valuation techniques and inputs for fair value measurements and works
closely with the qualified valuer to establish the appropriate valuation techniques and inputs to the
model.

Except for financial assets at FVTPL and financial liabilities at FVTPL as set out below, there is no
financial instrument measured at fair value on a recurring basis.

The Group
Financial asset
Valuation
Fair value as at December 31, June 39, Fair value techniques and
Note 2021 2022 2023 2024 hierarchy key inputs
RMB'0OO RMB'000 RMB'OGD  RMB'0OO
Financia! assets at FVTPL 20 - 228,789 - - Level 2 Redemption value
quoted by banks
Financial liabilities
Relationships of
Significant unobservable
_____ Fairvalueasat December 31, June 30, Fair valze  Valuation unobservable inputs fo fair
Note 2021 2022 2023 2024 lierarchy  techniques inputs value
RMBOOG RMBOOGO RMB'OM) RMBOO0
Financial
liabitities at FVTPL
Paid-in capital with 27 573,281 1,162,632 - - Level 3 Discounted cash  Discountrate The higher the
preferential rights flow model, discount rate,
PWERM and the lower the
OPM fair value, and
vice versa
(Note i}
QObligation under 27 153 465 - - - Level 3 Discounted cash  Discount rate  The higher the
Series B flow model, discount rate,
Financing PWERM and the lower the
OPM fair value, and
vice versa
Series A-1 27 - - 315,544 315,787 Level 3 Discounted cash  Discountrate The higher the
Preferred flow model, discount rate,
Shares PWERM and the lower the
OPM fair value, and
vice versa
(Note iif)
The Company
Financial liability
Fair value Relationships of
as at as at Significant unobservable
December 31, June 30, Fair value Valuation unobservable inputs to fair
Note 2023 2024 hierarchy technigues inputs valug
RMB'0O00 RMBOOD
Financial
liabitities at
FVTPL
Series A-1 27 315,544 315,787 Level 3 Discounted Discountrate  The higher the
Preferred cashflow discount rate,
Shares model, model, fair
PWERM value, and
and OPM vice versa
(Note iii)
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34.

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS - continued

The Company - continued

Financial liability - continued

Notes:

i.

ii.

iil.

If the discount rate was 1% higher to 18.00% or 1% lower to 16.00% while holding all other
variables constant, the carrying amount of financial liabilities at FVTPL would decrease by
RMB64,966,000 or increase by RMB77,046,000 as at December 31, 2021.

If the discount rate was 1% higher to 17.00% or 1% lower to 15.00% while holding all other
variables constant, the carrying amount of financial liabilities at FVTPL would decrease by
RMB144,810,000 or increase by RMB172,015,000 as at December 31, 2022.

ii. If the discount rate was 1% higher to 18.00% or 1% lower to 16.00% while holding all
other variables constant, the carrying amount of financial lhabilities at FVTPL would
decrease by RMB22,142,000 or increase by RMB26,318,000 as at December 31, 2021.

If the discount rate was 1% higher to 17.00% or 1% lower to 15.00% while holding all other
variables constant, the carrying amount of financial liabilities at FVTPL would decrease by
RMB39,375,000 or increase by RMB46,479,000 as at December 31, 2023.

If the discount rate was 1% higher to 17.00% or 1% lower to 15.00% while holding all other
variables constant, the carrying amount of financial liabilities at FVTPL would decrease by
RMB38,991,000 or increase by RMB45,903,000 as at June 30, 2024.

Details of reconciliation of Level 3 fair value measurement for the financial liabilities at
FVTPL are set out in Note 27.

The Directors consider that the carrying amounts of financial assets and financial liabilities
recorded at amortized cost in the consolidated financial statements approximate their
respective fair values at the end of each reporting period except for the long-term bond, of
which the fair value is expected to be less than the carrying amount.
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35. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group's [iabilities arising from financing activities, including
both cash and non-cash changes. Liabilities arising from financing activities are those for which
cash flows were, or future cash flows will be classified in the Group's consolidated statements of
cash flows as cash flows from financing activities.

Financial Amounts Accnted
ligbilities Bank and due to share
Lease at Long-term other related issue
liabilities FVTPL bond borrowings parties costs Total
RMB'000 RMB'0OGO RMB'OGO RMB0OGD RMB'0G00 RMB'GO0 RMB0OGO

At January 1, 2021 - 52,982 - - 6,450 - 59432
Financing cash flows (1,000} 50,000 285,000 - (4,086) - 329514
Commencement of lease 18,372 - - - - - 18,372
Interest expenses

Recognized 194 - 6,197 - - - 6,391
Fair value changes - 623,764 - - - - 623,764
At December 31, 2021 17,566 726,746 291,197 - 2,364 - 1,037,873
Financing cash flows {6,812) 50,000 - 6,959 - - 50,147
interest expenses

Recognized 565 - 18,658 - - - 19,223
Effect of foreign

exchange rate changes - - - 6 - - 6
Fair value changes - 385,886 - - - - 385,886
At December 31, 2022 11,319 1,162,632 309,855 6,965 2,364 - 1,493,135
Financing cash flows (8,367) - - 14,788 (2,364) 4,531) 474)
[nterest expenses

Recognized 421 - 19,583 282 - - 20,216
Effect of foreign

exchange rate changes - - - 118 - - 118
Deferred share issue costs - B - - - 7.68% 7,689
Fair value changes - 165,216 - - - - 165,216
Commencement of lease 16,176 - - - - - 10,176
Lease modification (500) - - - - - (500)
Early termination of a Jease (495) - - “ - - (495)
Reclassification from

financial liabilities at FVTPL - (1,012,304) - - - - {1,012,304)
At December 31, 2023 12,554 315,544 329,438 22,083 - 3,158 682,777
Financing cash flows (4.673) - - (6,365} - (£,152) (12,190}
Interest expenses

Recognized 186 - 10,353 365 - - 10,904
Gain on re-estimated

repayments of

long-term bond - - (2,151) - - - (2,151)
Effect of foreign

exchange rate changes - - - 44 - - 44
Deferred share issue costs - - - - - 2,681 2,681
Fair value changes - 243 - - - - 243
Reduction of the

leased space (1,408) - - - - - (1,408)

AtJune 30,2024 6,659 315,787 337,640 16,127 - 4,687 680,900
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36.

37.

MAJOR NON-CASH TRANSACTIONS

During the year ended December 31, 2021, the Group entered into three new leases agreements for
the use of leased properties for 2 years to 5 years. On the lease commencements, the Group
recognized right-of-use assets and lease liabilities of RMB18,372,000 and RMB18,372,000.

During the year ended December 31, 2023, the Group remeasured the lease liabilities of
RMBS500,000 due to a lease modification and made a corresponding adjustment of RMBS500,000 to
the right-of-use assets and the Group entered into two new lease agreements for the use of leased
property for 2 years and 3 years and recognized right-of-use assets and lease liabilities of
RMB10,176,000 and RMB10,176,000 on the lease commencements.

During the six months ended June 30, 2024, the Group remeasured the lease liabilities of
RMB1,408,000 and right-of-use assets of RMB1,415,000 due to a reduction of the leased space and
recognized the difference of RMB7,000 in profit or loss.

RELATED PARTY BALANCES AND TRANSACTIONS

a. Name and relationship
Names Relationships
Dr. Wang Xiaoyi The Chief Executive Officer
Nanjing Zhipan Information Consulting Partnership Entity controlled by Dr. Wang Xiaoyi

(Limited Partnership)® (B ma k{5 B & a3

(FRA&F)) ("Zhipan LP") (Note)

Tianjin Shuhui Information Consulting Partnership Entity controlled by Dr. Wang Xiaoyi
{Limited Partnership)* (REEEE RN H LR
(FR&%)) ("Shuhui LP") (Note)

Note: Zhipan LP was formerly known as Shanghai Zhipan Business Information
Consulting Center (Limited Partnership)* ( E#EEBBEHEE LMD L(EREE))
before December 2021 and Tianjin Zhipan Information Consulting Partnership
(Limited Partnership)* (CREF M ELSMHAGHLECEREN)) between December
2021 and July 2022.

Shuhui LP was formerly known as Shanghai Shuhui Business I[nformation
Consulting Center (Limited Partnership)* (LEEERHEE LB P LERESE)
before December 2021.

# English name is for identification purpose only.
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37. RELATED PARTY BALANCES AND TRANSACTIONS - continued
b. The Group and the Company had the following related party transactions and related parties
balance during the three years ended December 31, 2023 and six months ended June 30,
2024:
The Group

Loan to a related party

For the six months

For the vear ended December 31. ended June 30,
2021 2022 2023 2023 2024
RMBOO0D RMB'000 RMB'000 RMB'000 RMB'G00
(unaudited)
Non-trade nature
Zhipan LP 6 - - - -

Advance to related parties

For the six months

For the year ended December 31. ended June 30,
2021 2022 2023 2023 2024

RMB'000 RMBGOO RMB'000 RMBOO0 RMB'00G
(unaudited)

Non-trade nature

Shuhui LP - - 3,718 1,900 -
Dr. Wang Xiaoyi - - 2,200 - -
- - 3,918 1,966 -

Repayment of loan from a related party

For the six months

For the year ended December 31, ended June 30.
2021 2022 2023 2023 2024

RMBOGH RMB000 RMB0O0O RMB'GOD RMB'000
(unaudited)

Non-trade nature
Zhipan LP - - 29 - -

Repayment of advance from related parties

For the six months
For the vear ended December 31, ended June 30.
2021 2022 2023 2023 2024

RMBOOO RMB'GOD RMB'O00 RMB'000 RMB'000
(unaudited)

Non-trade nature

Shuhui LP - - 3,718 - -
Dr. Wang Xiaoyi - - 2.200 - -
- - 5.918 - -
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37. RELATED PARTY BALANCES AND TRANSACTIONS - continued

b.

The Group and the Company had the following related party transactions and related parties
balance during the three years ended December 31, 2023 and six months ended June 30,
2024: - continued

The Group - continued

Repayment to related parties
For the six months

For the vear ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMB'O00 RMBOOG RMB'000 RMB'000) RMB'000
(unaudited)
Non-trade nature
Zhipan LP 18 - - - -
Shuhui LP 4,063 - 2,267 2,267 -
Dr. Wang Xiaoyi 5 - 97 - -
4,086 - 2,364 2,267 -

The Group

Amounts due from related parties

As at December 31 As at June 30

2021 2022 2023 2024
RMBQOG RMBOOO RMB'000 RMB'000
Non-trade nature
Zhipan LP 29 29 - -

29 29 - -

The maximum amounts outstanding during the years ended December 31, 2021, 2022 and
2023 were RMB29,000, RMB29,000 and RMB5,918,000, respectively. These amounts
were fully settled by November 2023.

Amounts due from related parties as at December 31, 2021 and 2022 are unsecured, interest
free and repayable on demand.

Amounts due fo related parties

As at December 31 As at June 30
2021 2022 2023 2024
RMB0O0 RMB'000 RMB000 RMB'000
Non-trade nature
Shuhui LP 2,267 2,267 - -
Dr. Wang Xiaoyi 97 97 - -
2,364 2,364 - -

Amounts due to related parties as at December 31, 2021 and 2022 are unsecured, interest
free and repayable on demand. These amounts were fully settled in July 2023.
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37.

38.

RELATED PARTY BALANCES AND TRANSACTIONS - continued

b.

The Group and the Company had the following related party transactions and related parties
balance during the three years ended December 31, 2023 and six months ended June 30,
2024: - continued

The Company

Amount due to a subsidiary

As at December 31 As at June 30
2021 2022 2023 2024
RMB'000 RMB'000 RMB000 RMB'000

Non-trade nature
BrainAu (Delaware) - - 7,012 7,056

Amount due to a subsidiary of USD990,000 (equivalent to RMB7,012,000) and
USDS90,000 (equivalent to RMB7,056,000) as at December 31, 2023 and June 30, 2024
are unsecured, interest free and repayable on demand.

Compensation of key management personnel

The emoluments of key management during the three years ended December 31, 2023 and
six months ended June 30, 2024 are as follows:

For the six months

For the vear ended December 31. ended June 30.
2021 2022 2023 2023 2024
RMB'O00 RME'000 RMB'0O00 RMB'0GO0 RMB'000
(unaudited)

Shert-term employee benefits 2,312 9,369 9,787 4,001 2,123
Retirement benefits 104 333 297 177 160
Equity-settled share-based payments 19,370 - 36,980 - 30,503

21,786 9,702 47,064 4,178 32,786

PARTICULARS OF SUBSIDIARIES OF THE COMPANY

Details of all the subsidiaries directly and indirectly held by the Company during the three vears
ended December 31, 2023 and six months ended June 30, 2024 are set out below:

Equity interest attributable to the Company

Name of the Place/date of Issued and fully paid December 31, June 30, Principal
subsidiaries establishment registered capital 2021 2022 2023 2024 activities
BrainAurora (Nofe v) British Virgin Registered capital of N/A N/A 100% 100% [nvestment
Islands USD350,600 and holding
April 28,2023 issued and paid
share capital of
nil
BrainAurora (HK) Hong Kong May Registered capital of N/A N/A 160% 100% [nvestment
(Note iv) 11,203 HKD30,000 and holding

issued and paid
share capital of
nil
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33. PARTICULARS OF SUBSIDIARIES OF THE COMPANY - continued

Equity interest attributable 1o the Company

Name of the Place/date of Issued and fully paid December 31, June 30, Principal
subsidiaries establishment registered capital 2021 2022 2023 2024 activitics
Zhiling Ruidong PRC June 16, Registered capital of N/A N/A 100% 100% [nvestment
{Note iv) 2023 RMB100,000,000 holding
and issued and paid
share capital of
RMB3,000,000
BrainAurora Zhejiang PRC Registered capitaf of 100% 100% 100% 100% Cognitive
(Note i) September 21, RMB16,546,000 impairment
2012 and paid-in capital DTx
of RMB16,546,000
Changsha Zhijingling PRC Registered capital of 100% 100% 100% 100% Cognitive
(Note i) August 11,2017 RMB1,000,000 and impairment
issued and paid DTx
share capital of
RMB690,000
Beijing Zhijingling PRC Registered capital of 100% 100% 100% 100% Cognitive
(Note i} September 23, RMB2,000,000 and impairment
2014 issued and paid DFx
share capital of
RMB560,000
Beijing Yihui PRC April 18, Registered capital of N/A N/A 98% 98% Enactive
Technology Co., 2023 RMBS51,126,000
Lid.* ("L ek i and issued and paid
FHEHEAEY share capital of
{Note v) RMB30,126,000
BrainAu Medical PRC Registered capital of 80% 80% 80% §0% Marketing
Technology September 29, RMBE1,600,000 and
{Shaanxi) Co., 2021 issued and paid
Lid.* ("B HiHE e 5 share capital of
HREEERAF") nil
(Note ii}
BrainAu Medical
Technology(Liaoning) PRC Registered capital of N/A T0% 85% 85% Marketing
Co., Ltd.* (" St February 23, RMB1,000,000 and
B foEsHER 2022 issued and paid
2E]™ (Note i) share capital of
nil
Beijing Naoyu PRC Registered capital of N/A 92% 092% 92% Marketing
Technology Co., April 6, 2022 RMB1.,000,000 and
Lid.* ("L g issued and paid
BHEEHERAF share capital of
(Note iii) nil
BrainAurora Nanjing PRC Registered capital of N/A 160% 100% 100% Marketing
(Note iii) May 20, 2022 RMB1,000,000 and
issued and paid
share capital of
nil
Beijing Wanxiang PRC Registered capital of N/A N/A 70% 70% Marketing
Aurora Techaology March 10, 2023 RMB1,000,000 and
Co,, Etd.* issued and paid
(L E I AER LR share capital of
THRAEY nil
(Note v)
Beijing Hongze PRC Registered capital of N/A N/A 70% 7% Inactive
(Neotes 30 and vi) December 16, RMB1,428,600 and
2001 issued and paid
share capital of
RMB1,428,600
Sichuan Huiyu Aurora PRC Registered capital of N/A N/A 30% 20% Marketing
Medical Technology May 22,2023 RMB1,000,000 and
Co., Ltd.* (T4 1] E % issued and paid
R REAER share capital of

27"} {Note v}

nil
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38.

PARTICULARS OF SUBSIDIARIES OF THE COMPANY - continued

Equijty interest attributable to the Company

Name of the Place/date of Issued and fully paid December 31, June 30, Principal
subsidiaries establishment registered capital 2021 2022 2023 2024 activities
BrainAu {Delaware) United States of Registered capital of N/A 100% 100% 100% nactive
{Note iif) America USD30,000 and
March 4, 2022 issued and paid
share capital of
nil

Shenzhen BrainAu PRC Registered capital of N/A N/A 100% 100% [nactive
Medical October 17, RMB1,000,000 and
Technology Co., 2023 issued and paid
Litd, * ("R R share capital of
FR BRI R A nil
&™) (Note v)

Sichuan BrainAu PRC Registered capital of N/A NIA 100% 100% Cognitive
Medical November {35, KRMB 100,060,600 impairment
Technology Co., 2023 and issued and paid DTx
Ld.* (P91 S @b iR share capital of
FB AR nil
&]) (Note v)

Luzhou BrainAu PRC Registered capital of N/A NIA N/A [00% Inactive
Medical January 12, RMBI1,000,000 and
Technology Co., 2024 issued and paid
Lid. * (M RS EiR share capital of
HBHFRE R A nil
7Y (Note vii)

Notes:

ii.

iil.

These subsidiaries are limited liability company. The financial statements of BrainAurora
Zhejiang, Changsha Zhijingling and Beijing Zhijingling for the years ended December 31,
2021 and 2022 were prepared in accordance with Accounting Standards for Business
Enterprises issued by the Ministry of Finance of the PRC and were audited by Beijing
Dongshen Dingli International Accounting Firm Co., Ltd.* QbER#E R EBEE sHEEREAT
HIBBEALAE) ("Dongshen"). The financial statements of BrainAurcra Zhejiang, Beijing
Zhijingling for the year ended December 31, 2023 were prepared in accordance with
Accounting Standards for Business Enterprises issued by the Ministry of Finance of the
PRC and were audited by Dongshen. No audited statutory financial statements of Changsha
Zhijingling were available for the year ended December 31, 2023 as there was no
requirement to issue audited accounts by the local authorities.

No audited statutory financial statements were available for the years ended December 31,
2021, 2022 and 2023 as there was no requirement to issue audited accounts by the local
authorities.

No audited statutory financial statements were available for the year ended December 31,
2021 as these entities were established after December 31, 2021. No audited statutory
financial statements were available for the period/year ended December 31, 2022 and 2023
as there was no requirement to issue audited accounts by the local authorities.
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38.

39.

PARTICULARS OF SUBSIDIARIES OF THE COMPANY - continued
Notes: - continued

iv. No audited statutory financial statements were available for the years ended December 31,
2021 and 2022 as the entities were established after December 31, 2022. The financial
statements of Zhiling Ruidong for the period ended December 31, 2023 were prepared in
accordance with Accounting Standards for Business Enterprises issued by the Ministry of
Finance of the PRC and were audited by Dongshen. The statutory financial statements of
BrainAurora (HK) for the period ended December 31, 2023 were prepared in accordance
with Hong Kong Financial Reporting Standards and audited by Anthony Lau Hoi Ho, a
certified public accountant (practising) registered in Hong Kong.

V. No audited statutory financial statements were available for the years ended December 31,
2021 and 2022 as the entities were established after December 31, 2022 and no audited
statutory financial statements were available for the period ended December 31, 2023 as
there was no requirement to issue audited accounts by the local authorities.

vi. No audited statutory financial statements were available for the year ended December 31,
2023 as there was no requirement to issue audited accounts by the local authorities.

vii.  No audited statutory financial statements were available for the years ended December 31,
2021, 2022 and 2023 as the entity was established after December 31, 2023.

* English name is for identification purpose only.

As at December 31, 2023, the investments in subsidiaries of the Company comprise i) deemed
investment to its subsidiaries of RMB44,873,000 during the year ended December 31, 2023 for Pre-
IPO Share Award of the Company granted to employees of its subsidiaries and ii) a deemed
investment in BrainAurora Zhejiang amounted of RMB308,488,000, represented the difference
between the Series A-1 Preferred Shares of RMB317,033,000 issued to take over the paid-in capital
with preferential rights of IVL in BrainAurora Zhejiang (detailed in Note 27) and the consideration
receivable from IVL for the Series A-1 Preferred Shares of RMB8§,545,000.

As at June 30, 2024, the investments in subsidiaries of the Company comprise i) deemed investment
to its subsidiaries of RMB80,177,000 for Pre-IPO Share Award of the Company granted to
employees of its subsidiaries and ii) a deemed investment in BrainAurora Zhejiang amounted of
RMB308,488,000 as described above.

CAPITAL RISK MANAGEMENT

As at June 30, 2024, the Group had net current liabilities of RMB111,265,000 and net liabilities of
RMB411,266,000. The Group manages its capital to ensure that entities in the Group will be able
to continue as a going concern while maximizing the return to shareholders through the optimization
of the debt and equity balance. The Group's overall strategy remains unchanged during the three
years ended December 31, 2023 and six months ended June 30, 2024.
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39.

40.

41.

CAPITAL RISK MANAGEMENT - continued

The capital structure of the Group consists of net debt, which includes the long-term bond, lease
liabilities, bank and other borrowings and financial liabilities at FVTPL as disclosed in Notes 23,
24, 26 and 27, net of cash and cash equivalents and equity attributable to owners of the Group,
comprising paid-in capital/share capital and reserves.

The Directors review the capital structure on a continuous basis taking into account 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 new share issues as well as
the issue of new debts.

CAPITAL COMMITMENTS

As at December 31 As at June 30
2021 2022 2023 2024
RMB000 RMB'0OGO RMB'000 RMB'000

Capital expenditure contracted but
not provided for in respect of acquisition
of equipment and machineries and
leasehold improvements 8,232 10,163 678 367

EVENTS AFTER THE REPORTING PERICD

Save as disclosed in Note 27 in the consolidated financial statements, events and transactions took
place subsequent to June 30, 2024 are detailed as below:

Pursuant to the written resolutions of all shareholders of the Company passed on December 24,
2024, each share in the then issued and unissued share capital with par value of USD0.0001 each
has been split into 1,000 shares of the corresponding class with nominal value of USD0.0000001
each effective upon the conditions of the global offering being fulfilled.
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