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Introduction

We report on the historical financial information of BrainAurora Medical Technology
Limited (EAEETBIHEEIRAT) (the “Company”) and its subsidiaries (together, the
“Group™) set out on pages I-4 to 1-78, which comprises 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,
the consolidated statements of profit or loss and other comprehensive income, the consolidated
statements of changes in equity and the consolidated statements of cash flows for each of the
three years ended December 31, 2023 and the six months ended June 30, 2024 (the “Track
Record Period”) and a summary of material accounting policy information and other
explanatory information (together, the “Historical Financial Information™). The Historical
Financial Information set out on pages I-4 to I-78 forms an integral part of this report, which
has been prepared for inclusion in the prospectus of the Company dated December 30, 2024
(the “Prospectus”) in connection with the initial listing of shares of the Company on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange™).

Directors” responsibility for the Historical Financial Informaiion

The directors of the Company (the “Directors™) are responsible for the preparation and
presentation of the Historical Financial Information that gives a true and fair view in
accordance with the basis of preparation set out in Nete 2 to the Historical Financial
Information, and for such internal control as the Directors determine is necessary to enable the
preparation of the Historical Financial Information that is free from material misstatement,
whether due to fraud or error,

Reporting accountants? responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to

report our opinion to you, We conducted our work in accordance with Hong Kong Standard on

" Investment Circular Reporting Engagements 200 “Accountants’ Reports on Historical

Financial Information in Investment Circulars” issued by the Hong Kong Institute of Certified

Public Accountants (the “HKICPA™). This standard requires that we comply with ethical

standards and plan and perform our work to obtain reasonable assurance about whether the
Historical Financial Information is free from material misstatement.
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Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgment, including the assessnient of risks of material misstatement of
the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity's
preparation of Historical Financial Information that gives a true and fair view in accordance
with the basis of preparation and presentation set out in Note 2 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Cur
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Directors, as well as evaluating the overall
presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the Group’s financial position as at December 31,
2021, 2022 and 2023 and June 30, 2024, of the Company's financial position as at December
31, 2023 and June 30, 2024 and of the Group’s financial performance and cash flows for the
Track Record Period in accordance with the basis of preparation and presentation set out in
Note 2 to the Historical Financial Information.

Review of stub period comparative financial information

We have reviewed the stub period comparative financial information of the Group which
comprises the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for
the six months ended June 30, 2023 and other explanatory information (the “Stub Period
Comparative Financial Information™). The Directors are responsible for the preparation and
presentation of the Stub Period Comparative Financial Infermation in accordance with the
basis of preparation and presentation set out in Note 2 to the Historical Financial Information.
Qur responsibility is to express a conclusion on the Stub Pericd Comparative Financial
Information based on our review. We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by the HKICPA. A review consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion. Based on our review,
nothing has come to our attention that causes us to believe that the Stub Period Comparative
Financial Information, for the purposes of the accountants’ report, is not prepared, in all
material respects, in accordance with the basis of preparation and presentation set out in Note 2
to the Historical Financial Information.
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Report on matters under the Rules Governing the Listing of Securities on the Stock
Exchange and the Companies (Winding Up and Miscellancous Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page I-4 have been made.

Dividends

We refer 1o Note 14 to the Historical Financial Information which states that no dividend
was declared or paid by group entities comprising the Group in respect of the Track Record
Period.

D Lt T Tolocdl.

Delaitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

December 30, 2024
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HISTORICAL FINANCIAL INFORMATION OF THE GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The consolidated financial statements of the Group for the Track Record Period, on which
the Historical Financial Information is based, have been prepared in accordance with the
accounting policies which conform with International Financial Reporting Standards (“IFRSs™)
issued by the International Accounting Standards Board (the “IASB™) and were audited by us
in accordance with Hong Kong Standards on Auditing issued by the HKICPA (“Underlying
Financial Statements”).

The Historical Financial Information is presented in Renminbi (*RMB”) and all values
are rounded to the nearest thousand (RMB'000) except when otherwise indicated.
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CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the six months

For the year ended December 31, ended June 30,
NOTES 2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB000 RMB 000 RMB'060

(Unerudited)
Revenue ] 2299 11,291 67,200 24,412 51,887
Cost of sales (995) (7.994) (35,136) (12,309} (27,367)
Gross profit 1,304 3,297 32,064 12,103 24,520
Other income 7 1,478 3,915 2,079 1,692 582
Other gains and losses,

net 8 3 3,008 2,318 2,139 2,135

Fair value loss of

financiat liabilities at

fair value through

profit or loss

(“FVTPL™) 27 (623,764)  (385,836)  (165,216)  (163,543) 243)
Impairment loss under

expected credit loss

{“ECL™) medel, 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) (15,047 {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) - - -
Loss before tax (697,838) (502,461 {359,116) (234,570} (114,389
Income tax expense 10 - - - - -
Loss and total
compreheasive expense
for the vear/period 1 (697,838) (502.461) (359,116) (234,570) (114,389}
{Loss) profit for
the year/period
attributable to:
Owners of the
Company (697,.837) (302.452) (359.083) (234.597) (114.328)
Non-controlling
interests (1 (9 {33) 27 (61)
{697.838) (302.461) {3539,116) (234.570} (114.389)
Loss per share (RMB) 15
Basic 4.64) (1.79} (0.62) {0.76) (¢.13)
Diluted (4.64) (1.79} (0.62) {0.76) {0.13)
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

NON-CURRENT ASSETS
Property, plant and equipmest
Right-of-use assets
Intangible assets
Prepayments and other receivables
Term deposits
Restricted bank deposit

CURRENT ASSETS

Contract costs

Trade and other receivables and
prepayments

Amounts due from related parties

Financial assets at FVTPL

Restricted bank deposit

Term deposits

Bank balances and cash

CURRENT LIABILITIES
Trade and other payables
Contract liabilities
Amounts due to related parties
Lease liabilities
Bank and other borrowings
Deferred Income
Financial liabilities at FVTPL

NET CURRENT ASSETS
(LTABILITIES)

TOTAL ASSETS LESS CURRENT
LIABILITIES

NOTES

16
17
18
19
21

19
37
20
21
21
21

22
25
37
24
26

As at

As at December 31, June 30,

2021 2022 2023 2024
RMB GO0 RMB'000 RMB000  RMB'000
9,479 22,821 23,503 24,828
17,721 11,088 13,155 7,802
70 562 4,222 3,620
3,328 3,437 2,009 2,822

- 73,006 - -

- - 49,241 -
30,598 110,214 62,130 39072
457 251 4,094 884
16,474 19,674 76,053 103,644
29 29 - _

- 228,789 - -

- - 165,000 119,421

- 30,180 - -
323.740 28,251 37,577 35,906
340,700 307,174 302,724 279,855
13,974 17,746 43,261 46,842
450 1,023 1.804 5,837
2,364 2,304 - -
6,686 7,523 7,927 5,534

- 6,965 22,083 16,127

- - 225 993
153,465 - 315,544 315,787
176,938 35,621 392,844 391,120
163,761 271553 {90,120 (111.205)
194,359 382,467 2,010 (72,193)
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NOTES
NON-CURRENT LIABILITIES
Contract tiabilities 25
Lease Babilities 24
Long-term bond 23
Financial liabilities at FYTPL 27
Deferred Income
NET LIABILITIES
CAPITAL AND RESERVES
Paid-in capital/share capital 28

Reserves

Equity attributable to owners of the
Company
Non-contreiling interests

TOTAL DEFICITS

As af

As at December 31, June 30,
2024 2022 2023 2024
RMB 000 RMB 000 RMB'000 RMB 000
283 427 126 4]
10,880 3,796 4,627 1,125
291,197 309,855 329,438 337,640
373,281 1,162,632 - -
- - - 267
875,641 1,476,710 334,191 339,073
(681.282) (1,094,243) (332,181 (411,266)
3,935 4,430 1 l
(685,216) (1,098,663) (332,139} (411,163)
(681,281)  (1,094,233) (332,138) (411,162)
(1 (10) {43) (104)
(681,282) (1,094,243} (332,181) (411,2606)
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STATEMENTS OF FINANCIAL POSITION OF THE COMPANY

As at As at
December 31, June 30,
NOTES 2023 2024
RMB’000 RMB’000
NON-CURRENT ASSET
Investments in subsidiaries 38 353,361 388,665
CURRENT ASSETS
Other receivables and prepayments 19 8,007 10,688
Bank balances and cash 21 15,584 12,154
23,591 22,842
CURRENT LIABILITIES
Other payables 22 12,673 18,803
Amount due to a subsidiary 37 7.012 7.056
Financial liabilities at FVTPL 27 315,544 315,787
335,229 341,646
NET CURRENT LIABILITIES (311,638) (318,804)
TOTAL ASSETS LESS CURRENT LIABILITIES 41,723 69,861
NET ASSETS 41,723 69,861
CAPITAL AND RESERVES
Share capital 28 ] |
Reserves 29 41,722 69,860
TOTAL EQUITY 41,723 69,861
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Al lanuary 1 2021

Loss and total
comprehensive
expense for e year

Cagital injection
(Note i)

Recognilion of equity-
setlled share-based
papments (Noie 12)

Vesting of equity
sranled (Note 32}

At December 31, 2021

Laoss and total
cempeehensive
expense for the year

Capite! injection
iNote 17}

At December 31, 2022

Loss and total
comprehensive
expense for the year

Capital injection
fNote i)

Hecognition of equiny-
seltled share-based
paymens (Nete 2]

Rechssification [rom
finangial labitisies
# FVTPL towe 271

Attributable o owners of the Company

— 19—

Paid-n
sapitaif Share-based
Share Capital pavmerts — Other Acconulated
capital reserie reserie  Teserve Iosses  Sublotal Total
RMB000 B0 RMB'OH  RAB'000 RMBYG0  RMB'GO0 R Ut
{Xote v)
A - 830 39% ;a3 166,309
- - - - 08 (68 1897,838)
LM 61,954 - - - 93,695 83595
- - 19370 - - 937 1937
- - oo 00 - - -
195 81,94 - B 6,008 88138 (681.282)
- - - - S48 Sy (5024643
% §0.005 - - - 8,500 85,500
4430 130939 -5 (L8360 (109403 {.004243)
- - - - (3008 (330080 (38118
¥ 83,648 - - - 1.0 64,000
- - “an - - AR ERAE
H.107 1197 - - - IR R



Aftributable to ewers of the Company

Shares
Paid-in held unde
capitaf Share-hased Pre-IP0 Not»
Share  Share  Capital payments  Other  Share dward  Accmulated conérolling
capitel  premium  eeserse FOServe  TESCTSE Seheme fosses  Sublolal  inferests Total
RMBOOG  RMBOOG  RMBO00 RMB'0G RMB000 RMB 600 EMBGOD  RMEGOO  RMBUO0 RMB'OM
{Nate 1) Note vij
Adjustment arising
from the
Reorpanization
1Xoe i) HERY - s - - - - {6.28) - (6213}
Issue of Ordinary
Shars (a5 defired in
Nate 2} (Nate 26) | 6,223 - - - - - 6,24 - 624
Issue of Awarded
Shazss (Nofe vi) -t - - - - o - - - -
At December 31, 2023 ! 6113 1285470 a3 B9 e P A IR R I KL AR ] Wh o aRIED
Loss and rotal
compichensive
expense for the
neriod - - - - - - (l14328) {14308 @) )
Recosaition of equity-
sealed share-based
paytents (Soie 2) - - - 133 - - - B - 15304
At June 30, 264 1 837 L5470 0177 3858 SO LHN L o) @l
For the six owonths
endzd June 33, 2023
(onavdited)
Al Jangary 1, 2023 4430 - 139N - %S - LRI (1B {i0 (040
{Loss) profit 2nd totel
comprehensiiz
{expense) incorme
for the period - - - - - - EENH BN T
Capltal imjection
Mot i) 3§ SR 15 - - - « 64,060 - 84000
AtJue 30, 2023
iunaudited) 478 - M40 - 3% SR I KT KR R T ) [FR R SR
# The amount represents 85,160 shares of the Company with a par value of USD0.0001 each, issued a an amount

of USDS.5 (equivalent to RMBG6L) during the year ended December 31, 2023,
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Noies:

ii,

V.

vi.

On September 8, 2021, Zhejiang BrainAurora Medical Technology Co.. Led.® GIF LIS B E e Hef H Ay Pl 2
#), which was formerly known as Nanjing Wise Spirit Education Technology Co., Ltd.® (R FUH RS
FATFR A ]) before September 2021)) (“BrainAurera Zhejinng™) entered into an investment agreement (the
“Series B+ Financing”) with three independent investors (caliectively as the “Series B+ Investors™), pursuant
to which Serics B+ Investors shall make total investments of RMB63,695,000 te subscribe new paid-in capital
of RMBE,741,000 in BrainAurora Zhejiang (representing 12.40% cquity interests in BrainAurora Zhejinng).
The cash consideration was fully settled in 2021. The excess of RMBG61,954,000 berween the cash
consideration of RMB63,695,000 and the new paid-in capital of RMBIE,741,000 was recorded in capital
reserve,

On March 20, 2022, BrainAurora Zhejiang entered into an investment agreement {the “Series C Finazncing”)
with two independent investors and two of its existing shareholders (collectively as the “Series C Investors”),
pursuant to which Series C Iavestors 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), cut of which RMBE89,500,000 was settled in 2022, The excess of RMB89,005,000 between the cash
consideration of RMB89,500,000 and the new paid-in capitz]l of RMB495,000 was recorded in capital reserve,

The remaining considerasion of RMB48,500,000 of Series C Financing was settled in March 2023, The excess
of RMB43,232,000 between the cash coasideration 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 eatered into an additional investment agreement with
one of the Series C Investors, pursuant to which the investor shall make additional investments of
RMB 15,500,000 ro subscribe new paid-in capital of RMBE86,000 in BrainAurora Zhejiang (representing 0,585
equity interests in BrainAurora Zhejiang), The consideration was fully settied in March 2023, The excess of
RME15,414,000 between the cash consideration of RMB15,500,000 and the new paid-in capitai of
RMB86,000 was recorded in capiial reserve.

On June 30, 2023, as part of the group reorganization as sct out in Note 2 to the Historieal Financial
Information, Zhejiang Zhiling Ruidong Medical Technology Co., Lid.* (L% SR A HEAE)
(“Zhiling Ruidong”™), a subsidiary of the Company, acquired the then sharcholders’ respective equity interests
in BrainAurors Zhcjiang for an aggregate cash consideration of RMBE&9,119,000. Included in the total
consideration of RMB89,119,000, (i} consideration of RMB74,351,000 will be contributed to a subsidiary of
Zhiling Ruideng, (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 (iif} consideration of RMBS,545,000 will be invested to the Company’s Series A-1 Preferred Shares (as
defined in Note 2). The paid-in capital of BrainAuvrora Zhejiang of RMB 14,851,000 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 rescrve upon vesting.

On August 2, 2023, a total of 85,160 shares (she “Awarded Shares™) of the Company had been allotted and
issued to Wisdomspirit Holding Limited (*HoldCo"), a compuany wholly owned by Trident Trust Company
(HKX) 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 HeldCo 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 accounts for Trident and HoldCo s consolidated
structured entities. The ordinary shares of the Company held by HoldCo are accounted for as a debit to the
Group’s reserve and arc presenied under the heading of “Shares held uader Pre-1PO Share Award Scheme” in
the consolidated statements of changes in equity.

English name is for identification pirpose onfy.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

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'000  RMB'000
(Unaudired)

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 50 848 248 4,142
(Gains) losses on
disposal of property,

plant and eguipment (6) 131 64 64 -
Interest income (1,326) (3,503 (2,079) (1,692) (432)
Losses on lease

modifications - - 223 - 7
Finance costs 6,391 19,223 20,216 9,962 10,904

Eair value Ioss of

financial liabilities at

FVTPL 623,764 385,886 165,216 163,543 243
Gain on re-estimated

repayments of

long-term 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 (55,515 (53,073
(Increase} decrease in
contract costs (439) 206 (3,843 (829) 3,210

Increase in trade 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
OPERATING
ACTIVITIES (49,206)  (100,680)  (136,872) (66,006) (73,527)
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For the year ended December 31,

For the

six months
ended June 30,

2021 2022 2023 2023 2024
RMB'000  RMB'000  RMB'00(t RMB'000  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) (15,9606) (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
Payments for rental
deposits (2,184) - (1,474) - -
Purchases of financial
assets at FVTPL - (1,261,080)  (559,011) {559,011 -
Proceeds from disposal
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 terim
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 - - - - [,001
Loans to third parties (9,500) - (500) (500) -
Repayment of loan from
a third party - 9,500 - - -
Loan to a related party (6) - - - -
Advance {o 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

-1-13 -



FINANCING
ACTIVITIES
Capital injection
Proceeds itom bank

and other
borrowings
Proceeds from issue
of long-term bond
Proceeds from issue
of financial
lizhilities at FVTPL
Issue of Ordinary
Shares
Payments to
shareholders in
relation to the
group
reorganization
Receipts from
shareholders in
relation to the
group
reorganization
Payment of financial
advisory fees in
relation to long-
term bond
Repayment of bank
borrowings
Payments of share
155ue costs
Interest paid
Repayment of lease
liahifities
Repayment to related
parties

NET CASH FROM
(USED IN)
FINANCING
ACTIVITIES

NET INCREASE
(DECREASE) IN
CASH AND CASH
EQUIVALENTS

CASH AND CASH
EQUIVALENTS AT
THE BEGINNING OF
THE YEAR/PERIOD

Effect of foreign
exchange rate changes

CASH AND CASH
EQUIVALENTS AT
THE END OF THE
YEAR/PERIOD

For the year ended December 31,

For the
six menths
ended June 30,

NOTES 2021 2022 2023 2023 2024
RMB'000 RMB 000 RMB000 RMB 000 RMB'000
(Unaudited)

63,095 39,500 64,000 64,000 -

- 6,959 15,000 - -

23 300,000 - - - -
27 50,000 50,000 - - -
- - 6,224 - -

2 - - (89,119) - -
- - 82,896 - -

(15,000) - - - _
- - - - (6.000)

- - (4,531} (393) (1,132)

(194) (565} (633) (189 (551

(806} {6,247) (7.940) (3.952) (4,487

(4.086) - (2,364} (2.267) -

393,609 139,047 63,527 57,199 (12,190)
322,927 (295,495) 29208 2.350 (1,715)

813 323,740 28,251 28,251 31577

- 6 118 261 44

2] 323,740 28.251 57.577 30.87¢ 55,906
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION

1. GENERAL INFORMATION

The Company was incorporated in the Cayman Islunds as an exempted company with limited liability under
the Companies Law section 163 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 Beuch, Grand Cayman
KY1-1203, Cayman Islands. The principal place of business of the Compuny is Block A, Dongsheng Science and
Technelogy 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, swmely Mr. Tan Zheng, Dr. Wang Xiaoyi and two entities
controlled by Dr. Wang Xiaoyi (collectively referred to as the “the Onshore ALC 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; (i) consult each other and reach a consensus before
voting at the board meetings and sharcholders’ 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 partics, namely Me. Tan Zheng, Dr. Wang Xiaovi, ZTan Limited, a
company wholly owned by Mr, Tan Zheng, and Wispirits Limited, a company wholly owned by Dr. Wang Xiacyi
{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} acknowiedged and confirmed that, the Offshere AIC Parties have
acted in concert with respect to the management of BrainAurora Zhejiang during the period when BrainAurora
Zhejiang was the holding compuny of the Group and with respect to the management of the Company since it became
the holding company of the Group; and (i) agreed to act in concert for 5o 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 sharcholders’
meetings of the Company, and in case the parties fail 1o reach a consensus, vote based on the opinion of Mr, Tan
Zheng.

The Company is an investment holding company, lts subsidiaries are principally engaged to offer cognitive
impairment digital therapeutics (*DTx") integral software solutions in the PRC.

The Historical Financial Information is presented in 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 is no statutory audit requirements.

2, GROUP REQRGANIZATION, BASIS OF PREPARATION AND PRESENTATION OF HISTORICAL
FINANCIAL INFORMATION

Prior to the group reorganization as detailed in the section headed “History, Reorganization and Corporate
Structure” in the Prospectus (the “Reorganization™). the operations of the Group were mainly caried oat by
BrainAurcra Zhejiang and its subsidiaries in the PRC.

For the purpose of the proposed listing os the Stock Exchange, the Group underwent the Reorganization which
comprised the following steps:

1. The Company was incorporated as an exempted company with lmited lisbility in the Cayman Islands
an April 23, 2023 with an authorized share capital of United States Dollars (*USD™) 50,000 divided into
300,000,000 ordinary shares of USDG.OOGT cach.

2, On April 28, 2023, BrainAvrora Limited ("BrainAurora™) was incorporated in the British Virgin Islands
with an authorized share capital of USDS30,000 divided into 50.000 ordinary shares of USDI each,

which were issued to the Company on incorporation. BrainAurera is wholly-owned by the Company.

3 On May 11, 2023, BrainAuvrora (HK} Medical Technology Limited {"BrainAuvrora (HK)™) was
incerperated in Hong Kong as a direct whelly-owned subsidiary of BrainAurora.

4+ On June 16, 2023, Zhiling Ruidong was established in the PRC with a registered capital of
RMB [00,000,000. Zhiling Ruidong is wholly-owned by BrainAurora (HK).
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5. Between April 2023 and July 2023, the Company issued a totul of 1,000.000 shares, consisted of
873,146 ordinary shares, 95,878 series A-1 prefesred 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 USDO.000! per share proportionately to companies owned by the then sharcholders of
BrainAurora Zhejiang. The preferential rights for Series A-T Preferred Shares and Series A-2 Preferred
Shuares are detatled in Note 27. The Company’s ordinary shares and Series A-2 Preferred Shares are
collectively referred to as "Ordinary Shares”,

6. On June 15, 2023, Zhiling Ruidong entered into capital injection agreements to make aggregate capital
injection of RMB20.000,000 to BrainAurora Zhejiang to subseribe new paid-in capital of
RMB 1,655,000 of BrainAurora Zhejiang. The cash consideration was settled in Avgust 2023.

7. On June 30, 2023, Zhiling Ruidong entered into equity transfer agreements with the then sharcholders
of BrainAurora Zhejiang, pursuant to which Zhiling Ruidong acquired the then shareholders’ respective
iaterest in BrainAurora Zhejiang for an aggregate cash consideration of RMBE9,119,000. After the
transfer, BrainAurora Zhejiang became a wholly-owned subsidiary of Zhiling Ruidong.

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 Historical Financial Information has
been prepared as if the Company had always been the holding company of the Group.

The consolidaied statements of profit or loss and other comprehensive income, consolidared statements of
changes in equity and consolidated statements of cash flows of the Group for the Track Record Period 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 Track Record Period or since their respective dates of incorporation or acquisition, where
there is a shorter period.

The Group was in net current liabilities position of RMB1 11,265,000 mainly due to the balance of financial
liabilitics at FVTPL, i.e. Series A-1 Preferred Shares, of RMB315,787,000 as ar June 30, 2024, The Scries A-1
Preferred Shares will not be redeemed withia the nex: twelve months from June 30, 2024 as disciosed 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 continueus financial support provided by Mr. Tan Zheng, a controiling sharcholder, the management of the Group
is satisficd that the Group is able to meet in full its financial obligations as they fall due for a period of twelve months
from the end of Track Record Peried and it is appropriate to prepare the Historical Financizl Information on a geing
concern basis.

3. APPLICATION OF NEW AND AMENDMENTS TO IFRSs

For the purpese of preparing and presenting the Historical Financial Information for the Track Record Period,
the Group has consistently applied the accounting policies which conform with IFRSs, which are effeciive for the
accounting period beginning on January 1, 2024, throughout the Track Record Period.

New and amendments to IFRSs in issue but not yet effective

The Group has not carly appliced the following new and amendments to IFRSs that huve been issued Wt are
not yet effective:

Amendments to IFRS 10 and JAS 28 Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture!

Amendments to IAS 21 Lack of Exchangesbility®

Amendments to IFRS 9 and IFRS 7 Amendments to the Classification und Measurement of
Financial Instruments?

Amendments to IFRS Accounting Annual Improvements to FFRS Accounting Standards

Standards - Volume 113
IFRS 18 Preseniation and Disclosure in Financial Statements®

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

¥

Effective for annual periods beginning on or after Januvary 1, 2025
Effective for annual periods beginning on or after January 1, 2026
Effective for annval periods beginning on or after January 1. 2027

The Dircctors anticipate that the application of the above new and amendments to 1FRSs will have no material
impact on the Group’s financial statements in the foreseeable future.
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4, MATERIAL ACCOUNTING POLICY INFORMATION

The Historical Financisl Informarion has been prepared in accordance with the following accounting policies
which conform with IFRSs issucd by the 1ASB. For the purpose of preparation of the Historical Financiul
Information, information is considered material if such information is reasenably expected to influence decisions
made by primary users. In addition, the Histerical Financial Information included applicable disclosures required by
the Rules Goveraing the Listing of Securities on the Steck Exchange and by the Hong Kong Companies Ordinance.

Basis of consolidation

The Historical Financial Information incorporates the financial statements of the Company and its subsidiaries.
Control is achieved when the Company:

. has power over the investee;
. is exposed, or has rights, to varizble 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,

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 scquired 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-coatrolling interests having a deficit
balance.

When necessary, adjustiments are made to the financial statements of subsidiaries 10 bring their accounting
poelicies in line with the Group’s accounting policics.

All intragroup assets and Habilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on conselidation.

Non-contreiling 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 liguidation,

Investments in subsidiaries

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

Revenuce from contracts with customers

Information about the Group's accounting policics relating to contracts with customers is provided in Note 6,
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Leases
The Group as lessce
Right-of-use assets

The cost of right-of-use assets inciudes:

. the amouat of the initial measurement of the lease Hability:
. any lease payments made at or before the commencement date, less any lease ineentives 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 leasc liabilitics,

Right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated usefui 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 nstruments and initially measured at
fair value. Adjustments to fair value at initial recogaition are considercd 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 lability at the present
vaiue of lease payments that are unpaid at that date. In calculating the present value of lease payments, the Group
nses 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 linbilities are ndjusted by isterest aceretion and lease payments,
The Group presents leasc liabilitics as a separate line item on the consolidated statcments of financial position.
Foreign currencies

In preparing the financial statemeats of each individnal 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 ransactions. At the end of cach reporting period, menctury items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Nen-monetary items that are measared in terms of historical cost in
@ 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 peried in which they arise.

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
peried, 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
accnmulated in equity under the heading of translation reserve (atiributed te non-controlling interests as appropriate).
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Employee benefits
Retirement bencfit costs

Payments to state-manuged retirement benefit scheme are recognized as an expense when cmployees have
rendered services eatitling them to the coatributions.

Short-term employee benefits

Short-term empleyee benefits are recognized at the undiscounted ameount of the benefits expected 1o 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 amoun: already paid,

Share-based payments
Equity-setiled 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 eguity 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 coaditions. 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 granied are vested, the mmount previously recognized in share-based payments reserve wiil be
transferred to other reserve.

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. Taxuble profit differs from loss before
tux because of income or expense that are taxable or deductibie 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
cnacted by the end of cach reporting period.

Deferred tax is recognized on temporary diffcrences between the carrying amouoats of assets and liabilities in
the Historical Finuncial Information and the corresponding tax bases used in the computation of tuxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary diffesences. Deferred tax assets arc
generaliy 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 accousnting profit
and at the time of the transaction dees 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 reversul of the temporary differences and it is prabable
that the emporary differences will not reverse in the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investiments 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 foresecable future,
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The carrying umount of deferred rax assets is reviewed at the end of cach reporting period and reduced 10 the
extent that it is no longer probable that sufficient taxable profits will be available to allow alt or part of the asset to
be recevered.

Deferred tax asscts and labilities are measured at the tax rates that are expected to apply in the period in which
the liability is settied or the asset is realized, based on tax rate (and tax luws) that have been enacted or substantively
enacted by the end of each reporting period.

The measurement of deferred tax liabilitics and assets refiects the ax consequences that would follow from
the manner in which the Group expects, at the end of cach reperting period, to recover or scule 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 refated lease liabilities, the Group first determines whether the tax deductions are
attributabie to the right-of-use assets or the lease labilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group applies
TAS 12 Income Taxes requirements to right-of-use assets and lease ltabilities 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 deduciible
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.

Deferred tax assets and liabilities are offset when there is a legally enforeeable right to set off current 1ax assets
against current tax liabilities and when they relate 10 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

Praperty, plant and equipment are tangible assets that are heid for use in the preduction 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 subsegnent accumuiated 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.
Deprecintion of these assets, on the same basis as other property, plant and equipment, commences when the assets
are ready for their intended usc.

Depreciation is recognized so as to write off the cost of property, plant and equipment, other than coenstruction
in progress less their residual values ever their estimated uscful lives, using the straight-line method. The estimated
uscfui lives, residual values and depreciation method are reviewed at the ead 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 expecied 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 she carrying
amount of the asset and is recognized in profit or loss.

Intangible assets
Intangible assets acquired separarely

Intangible assets with finite useful lives that are acquired separately are carricd af costs less accumulated
amortization and any accumulated impairment losses, Amortization for intangible assets with finite usefal lives is
recogaized on a straight-line basis over their estimated useful lives. The estimated useful fife 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.
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Internally-gencrated intangible assets — rescarch and development expenditure
Expenditure on rescarch activiries is recognized as an expense in the period in which it is incurred.

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

. the technical feasibility of completing the intangible asset so that it will be availuble for use or sale;
. the intention to complete the intangible dsset and use or sell it

. the ability to use or sell the intangible asset;

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

. the uvailability of adequate technical, financial and other rescurces to complete the development and to

use or seli 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 profiz or loss in the peried in which it
is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated
amertization and accumulated impairment losses (if any), on the same basis as intangible asscts 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 agsets 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 preperty, plant and equipment, intangible assets and right-of-use assets are
cstimated individually. When it is not possible to estimate the recoverable amouat individually, the Group estimates
the recoverzble amount of the cash-generating unit to which the asset belongs,

In testing a cash-generating unit for impairment, corperate assers arc ailocated to the relevant cash-generating
unit when a rcasonable and consistent basis of allocation can be established, or otherwise they are aliocated to the
smalfest group of cash generating units for which a reasonable and consistent allocation basis can be established. The
recoverable wmount is determined for the cash-generating unit or group of cash-geacrating vaits to which the
corporate asset belongs, and is compared with the carrying amount of the relevant eash-generating unit or group of
cash-generating units.

Before the Group recognizes an impairment loss for assets capitatized as contract costs under IFRS 15 Revenne
from Contracts with Customers, the Group assesses and recognizes any impairment loss on other assets related 1o 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 casts which relate directly to providing
those goods ar services that have not been recognized as cxpenses. The assets capitalized s contract costs are then
included in the carrying amount of the cash-gencrating unit to which they belong for the purpose of evaluating
impairment of that cash-generating onit.

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 1o the asset (or a cash-generating unit)
far which the estimates of future cash flows have not been adjusted.
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If the recoverable amount of an asser (or & cash-generating unit) is cstimated 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 asseis or portion of corporate assets which cannot be allocated on a reasonable and consistent basis 1o 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 allocuting the impairment loss, the
impairment {oss is aliocated first to reduce the carrying amount of any goodwill (if applicable) and then to the other
ussets on a pro-rata basis based on the carrying amount of cach asset in the uniz 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 zere. The ameunt of the impairment loss that would otherwise have
been aliocated 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 cush-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-gencrating unit or a group of cash-generating units) in prior
years/periods. A reversal of an impairment loss is recognized immediately 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.

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

The effective interest method is a method of caleulating 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 raie that exactly discounts estimated future cush receipts and payments (including all fees and points paid or
received that form an integral part of the effective interest rute, 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
ner carrying amount on initizl recognition.

Financial assels
Classification and subsequent measurement of financial assets

Financial ussets that meet the following conditions are subscquently measured at amortized cost:

. the financial asset is held within a business model whose cbjective is to collect contractual cash flows:
and
. the contractual terms give rise en specified dates to cash flows that are selely payments of principal and

interest on the principal amount outstanding.
All other firancial assets of the Group we subscquently measured at fair value.
Amortized cost and interest income
Interest income is recognized using the effective interest method for financial assets measured subsequently

at amortized cost. Interest income is calenlated by applying the effective interest rate to the gross carrying wmount
of u financial usset, except for financial assets that have subsequently become credit-impaired {see below).
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Financial assets at FVTPL

The Group’s financial asscts that do not meet the criteria for being measured at amortized cost are measured
ar FVTPL.

Financiul assets at FVTPL are measured at fair value at the end of cach 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,

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 uader 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 pessible default events over the expected life of the
relevant insirument, In contrast, 12-month ECL (“12m ECL”) represents the portion of lifetime ECL that is expected
te resuli from default events that are possibie within 12 months after the reporting date, Asscssments are done based
on the Group’s historical credit loss experience, adjusted for factors that are specific to the debtors, general econonmtic
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 atlowance egual 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.

i) Significant increase in credit risk

In assessing whether the credit risk has increased significently 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 financizl 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-locking information that is available without undue cost or cffort,

In particular, the following information is taken into account when assessing whether credit visk hag
increased signiticantly:

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

. significant detericration in externai market indicators of credit risk, ¢.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 cconomic conditions that are
expected to canse a significant decrease in the debtor’s ability to meert its debt obligations;

. an actual or expeeted significant deterioration in the operating results of the debior;
. an actual or expected significant adverse change in the reguiatory, economic, or technological

environment of the debtor that results in a significant decrease in the debror’s ability to meet its
debt obligations.



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

Despite the aforcgeing, the Group assumes that the credit risk on a debt instrument has net 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 Bave low credit risk if 1) it has o low risk of defauit, ii) the
borrower has & strong capacity to mect its contractual cash flow obligations in the near term and iii) adverse
changes in ecoenomic and business conditions in the longer term may, but will not necessarily, reduce the ability
of the borrower to fulfiil its contractual cash flow obligations. The Group considers a debt instrument to have
Tow credit risk when it has an internal or external credit rating of ‘investment grade’ as per globally understood
definitions.

The Group reguiarly monitors the effectiveness of the eriteria 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.

(i) Definition of default

The Group considers the following as cosstituting an event of defunit for internal credit risk
management purposes as historical experience indicates that receivables that meet either of the following
criteria are generally not rccoverable.

. when there is a breach of financial covenants by the counterparty; ar

. information developed internaily or obtained from external sources indicates that the debtor is
uniikely to pay iis ereditors, including the Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above, the Group considers that defawlt has occurred when a financial asset is more
than 90 days past due unless the Group has reasonable and supportable information to demonstrate that a more
lagging default criterien is more appropriate.

(iti} Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cush flows of that financial asset have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the feillowing 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 difficulry, having granted to the borrewer a coacession(s) that the lender{s) would not
otherwise consider; or
(d} i is becoming probable that the borrower will enter bunkruptey or other financial reorganization.
(iv)  Write-off policy

The Group writes off a financial asset when there is information indicating that the counterparty is in
severce financial difficulty and there is ne realistic prospect of recovery, e.g. when the counterparty has been
placed under liguidation or has entered into bankruptey proceedings. Finsncial asscts written off may still be
subject to enforcement activitics 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.
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(v} Measurement and recognition of ECL

The measurement of ECL is a function of the probability of defauli, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure ar default. The assessment of the probability of
defzult and loss given default is based on historical data adjusted by forward-Jooking 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 ar the effective
inierest rate determined at initial recognition.

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

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

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
financizl 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 finzncial instruments by
adjusting their carrying amount, with the exception of trade receivables where the corresponding adjustment
is recognized through z 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 derccognition of a financial asset measured at amortized cost, the difference beiween the asset’s carrying
amount and the sum of consideration received and receivable is recognized in profit or loss.

Financial labilities and equity
Classification as debi or equity

Debt and equity instruments issucd by a group eatity are classified as either financial lisbilities or as equity
in accordance with the substance of the contractual arrangements and the definitions of « financial Hability and an
equity instrument.
Equity instriments

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 liabtiities are subsequently measured at amortized cost using the effective interest method or at
FVTPL.



Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability ts (i} contingent consideration of
an acquirer in a business combination to which 1FRS 3 Business Combinations applies, (i) 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 acquires
in a business combination may be desiganted as at FYTPL upon initial recognition if:

. such designation climinates or significanily 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

. it forms part of a contract containing one or more embedded derivatives, and 1FRS 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 Hability's credit risk in other comprehensive income would
create or enlarge an accouniing mismatch in profit or loss. Changes in fair value attributable to o financial liability's
credit risk that are recogrized 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 liahilities at amortized cost

Financial liabilities including trade and other payabies, 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 deneminated in a foreign currency and are measured at amortized cost at the
end of cach reporting period, the foreign cxchange gains and losscs are determined based on the amortized cost of
the instruments. These foreign exchange gains and losses are recognized in the ‘Other gaing and losses, net’ line item
in profit or loss as part of net foreign exchange gains (losses) for financial lisbilities 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 currency
and translated at the spot rate at the end of the reporting period. For financial liabilitics that are measured as at
FVTPL, the foreign exchange component forms part of the fuir value gains or losses and is recognized in profit or
loss for financial liabilitics that are not part of & designated hedging relationship.

Derecognition of financial liabilities

The Group derccognizes financial liabilitics when, and only when, the Group’s obligations are discharged,
cancelied 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 derecegnition, the carrying
amount of the relevant financial liabilities will be calcuiated at the present value of the medified contractual cash

flows discounted at the financial linbilities’ 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.
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Derivarive financial instrumients

Derivatives are initially recognized at fair valoe at the date when derivative contracts are eniered into and are
subsequenily 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
o make judgments, estimates and assumptions about the carrying amounts of assets and liabilities that arc not readily
apparent from other scurces. The estimates and associated assumptions arc based on historical experieace and other
factors that are considered 1o 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 peried, or in
the peried 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 Historical Financial Information.

Research and development expenditures

Development costs incurred on the Group's digita] therapy for cognitive impairment arc 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 techrical, financial and other resources o
compleze 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
eriteria are met for capitalization. During the Track Record Period, all development costs arc cxpensed 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 ssay 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 marker 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 vuluation techniques as disclosed in
Notes 27 and 34, Valuation techniques are certified by the valver before being implemented for valuation and are
calibrated to ensure that outputs reflect market conditions. Valuation medels 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 IPQ, liquidation and redemption, or discount
for lack of marketability as appropriate, require management estimates. The estimates and assumptions are reviewed
periedically by the Directors and adjusted if necessary. Should any of the estimates and assumptions changed, it may
lead to a change in the fair vaiue of financial liabilitics at FVTPL. The fair value of financial liabilities at FVTPL,
at December 3f, 2021, 2022 and 2023 and Junc 30, 2024 was RMB726,746,000, RMBI,162,632,000,
RMB315,544,000 and RMB315,787,000, respectively.
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REVENUE AND SEGMENT INFORMATION

Disaggregation of revenue

For the year ended December 31,

Feor the six months
ended June 30,

2021 2022 2023 2023 2024
RMB 000 RMB 000 RMB GO0 RMB'000 RMB 000
(Unaudited)
Provision of the System
integral
software solutions
In hospitals 967 4,075 41,224 15,216 35,282
Qut of hospitals 240 1,095 5,723 1,901 10,544
1,207 5,170 46,947 17,117 45,826
Research projects 413 5,993 14,290 5,119 5,914
Training facilitation
service {Norte 1) - - 5,085 1,324 -
Others (Note i) 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 Gctober 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 o termination agreement in relation to the training facilitation service.

ii Cthers are mainly generated from sales of software systems and sales of electronic equipment with

software systems,

For the year ended December 31,

For the six months
ended June 30,

2021 2022 2023 2023 2024
RMB'0OG RMB'000 RMB000 RMB 000 RMB'000
{Unaudited)

Timing of recognition
At 4 point in time 1,707 6,777 536,118 19,840 41,249
Ovwer 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
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(i}  Performance obligations for contracts with customers and revenue recognition policies

Revenue from provision of the System integeal software selutions in hospitals and out of hospitals, research
project and training facilitation service, are principal activitics from which the Gronp generated its revenue during
the Frack Recerd Peried.

(a)  Provision of the System integral seftware solutions

The Group earns revenue by (i} provision of the System integral seftware solutions through the Group’s corc
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 refating to provision of the System
integral software solutions in hospitals is recognized at a point in time when pesformance 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.

(b}  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 thas the Group can
specificaily identify; (b) the costs generate or enhance resources of the Group that wili be used in satisfying {or in
centinuing to satisfy) performance obligations in the future; and (c) the cests 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 aralysis veport is accepted by customers. The asset is subject to impairment review.

Revenue from certain research project is recognized over time as performance obligation is satisficd, because
the Group’s performance docs not creaie 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
performance ebligation 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 1o the completion of the research
projects, that best depict the Group’s performance in transferring control of research scrvices.

(c)  Trainming facilifation service

The Group carn 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.

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 sesstons for a period of one year is less than the
required number that agreed in the contract, the Greup accounts for the compensation as variable consideration
contained in the contract and estimates the amount of consideration to which it wili be entitled using the most likely
amout, which betier predicis the amount of consideration to which the Group will be entitled.



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

For the services related to provision of the System integral seftware solutions in hospitals, the Group is entitled
to bill a fixed amount for each time of the assessment and inervention 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 oae year or less. As permitted by IFRS 13, the transaction price allocated to these unsatisfied performance
obligations is not disclosed.

The transaction price of research projects for the peried over one year allocaied to the remaining performance
obligations as at December 31, 2021, 2022 and 2023, and Junc 30, 2024 and the expected timiag of recognizing
revenue are as tollows:

As at

As at December 31, June 30,

2021 2022 2023 2024

RMB 000 RMB'000 RMB'000 RMB'000

Within onc year e 5,494 7,723 2,285
More than one year but not more

than two years 189 682 435 -

Mose than two years 189 317 - -

Tota} 378 6,493 8,158 2,285

{iv) Scgment information

Information reported to the executive directors, being the chief operating decision makers (the “CODM™) for
the purpese of resources ailocation and assessment of segment performance, focuses on types of goods or services
delivered or provided, During the Track Record Period, the CODM assesses the operating performance and allocates
resources of the Group as a whole, as all of the Group's activities are consgidered to be primarily the provision of
cognitive impairment DTx integral software solutions. Accordingly, the exccutive dircctors consider there is only one
operating segment under the requirements of 1FRS 8 Operating Segments. In this regard, no segment information is
presenied.

No geographic informartion is presented as the sevenue, non-current assets and aperations of the Group ure all
derived from its activitics in the PRC.

) Information about major customers

During the Track Record Period, revenue from customers of the corresponding years/period contributing over
10% of the total revenue of the Group are as follows:

For the six months

For the year ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMB'000 RMB 000 RMB'O00 RMB 000 RMB 000
(Unaudited)

Customer A - 4,416 26,821 [1,123 14,540
Customer B 815 2,239 10,970 5,616 5,674
Customer F - N/A¥ 6,821 N/AE 5,849
Customer H 283 - - - -

The revenue from customer A and customer B included revenue from provision of the System integral software
selutions in hospitals and vescarch projects, The revenne 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 monihs ended June 30, 2023 (unaudited), revenue
from customer F contributed less than 10% of the total revenue of the Group.
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OTHER INCOME

For the year ended December 31,

For the six months
ended June 30,

2021 2022 2023 2623 2024
RMB’000 RMB'000 RMB'GO0 RMB 000 RMB 000
(Unaudited)
interest income on bank
balances,
termy deposits and
restricted bank deposit 1,308 3,812 1,973 1,642 378
Interest income from rental
deposits 18 91 106 S0 54
Government grants related
to research and
development activitics - - - - 150
Others 152 12 - - -
Total 1,478 3,915 2,079 1,692 582
OTHER GAINS AND LOSSES, NET

For the year ended December 31,

For the six months
ended June 30,

2021 2022 2023 2023 2024
RMB'000 RME'000 RMEBE'000 RMB'000 RMB’'0060
(Unaudited)
Fair value gains on
financial assets at
FVTPL - 3,239 2,672 2,672 -
Gains (losses) on disposal
of property, plant and
equipment 6 (130 (64) (64) -
Losses on lease
maodifications - - (223) - (€))]
Net foreign exchange loss - - 67) (469) )
Gain on re-cstimated
repayments of long-term
bond - - - - 2,151
Others (93 (1m - - -
Total (3) 3,098 2,318 2,139 2,135

FINANCE COSTS

Interest on bank borrowing

Interest expense on long-
term bond

Interest on lease liabilities

For the year ended December 31,

Far the six months
cnded June 30,

Total

2021 2022 2023 2023 2024

RMB'O00 RAMB 000 RMB (GO RMB 0G0 RMB 000
(Unaudited)

- - 282 - 365

6,197 18,658 19,583 9,773 10,353

194 565 421 189 186

6,391 19,223 20,210 9,962 10,904
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10. INCOME TAX EXPENSE AND DEFERRED TAXATION
Inceme 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 Hoag Kong profit tax during the Track Record Period,

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.* CLEEAIEREHH 26D (“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. Parsuant to the notice of
the Ministey of Finance and the State Administeation 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
gualified HNTE and high-tech smail and medium enterprises, the unutilized iax losses incurred in the previous 3
years can be utilized in 10 years from the year of loss. The unutilized tax losses of Beijing Zhijingling incurred since
year 2014 wiil be expired in 10 years from the year of joss. The unutilized tax losses of BrainAurora Zhejiang
incurred since year 2014 to 2021 will be expired in |0 years from the year of loss.

No provision for PRC income tax was made as BrainAurora Zhejiang and its PRC subsidiaries incurred tax
losses during the Track Record Period.

Income tax expense for the Track Record Period can be recenciled to loss before tax per the conselidated
statements of profit or loss and other comprehensive income as follows:

For the six months

For the year ended December 31, ended June 34,
2021 2022 2023 2023 2024
RMB G00 RMB 000 RMB’ 000 RMB'000 RMEB'000
(Unandited)
Loss before tax {697.838) (502,461) {359.116) (234,570) {£14,389)
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

cxpenses (Note i) (4,629 (15,173) (12,018) (7.028) (8,440}
Tax cffeet of deductible

temporary differences

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

recogaized and

utilization of tax losses

not recognized

previously 18,218 43.704 39.062 20.659 24,402
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Nores:

i. Tax cffect 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.

i. Pursuant to Cai Shui 2018 No. 99 and Cai Shui 2021 No. 6, BrainAurora Zhejiang, Beijing Zhijingling
and Changsha Zhijingling Education Technology Co., Lid.* (S EHFEATHHEERAE)
(*Changsha Zhijingling™) uare entitled 1o claim 175% qualified rescarch 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 circalar No. 16, Beijing Zhijingling enjoyed accelerated deduction of 200%
on qualifying research and development expenses from January 1, 2022 to Pecember 31, 2022 since it
has been accredited as a technology-based small and medium-sized enterprise. Pursuant to Caishui 2022
circular Ne. 28, BrainAurcra Zhejiang, Changsha Zhijingling and BrainAu Medical Technology
{(Nanjing) Co., Led.* (JEEFOEF SR (B2 H P 2 7) (“BrainAurora Nanjing™) enjoyed accelerated
deduction of 2009 on qualifying research and development expenses from Qctober |, 2022 to December
31, 2022, Pursuant 1o Caishui 2023 circular No. 7. BrainAurora Zhejiang and all its PRC subsidiaries
enjoy accelerated deduction of 200% on gqualifying research and development expenses from Januvary 1,
2023.

® English name is 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

As at December 31, June 30,

2021 2022 2023 2024

RMB 000 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 thereen during the Track
Record Period:

Right-of-use Lease

Tax losses assets liahilities Total

RMB'000 RMB 000 RMB 0O RMB000

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 3 (2,728) 2,720 -
Credit (charge) to prefit or loss 90 (509) 419 -
At December 31, 2023 98 (3,237 3,139 -
Credit {charge) to profit or loss 176 1,317 (1,493) -
At Juae 30, 2024 274 (1,920) 1,646 -
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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, RMB403,883.000 and RMB502,191,000, respectively, which are
available for offset against future profits. Deferred tax asset has been recognized in respect of approximairely
RMB93,000, RMB33,000, RMB396,000 and RMB 1,096,000 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 RMB501,095,000 duc to the unpredictability of future
profit streams as at December 31, 2021, 2022 and 2023 and June 30, 2024,

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

As at

As at December 31, June 30,

2021 2022 2023 2024

RMB 000 RMB’ 000 RMB’ 000 RMB 000

2026 1,806 1,806 1,806 1,806
2027 - 21,077 21,077 21,077
2028 2,054 2,054 27,719 27,719
2029 2,818 2,818 2,818 25,674
2030 3,282 3,282 3,282 3,282
2031 62,463 62,463 62,463 62,463
2032 - 153,740 153,740 153,740
2033 - - 130,584 130,584
2034 - - - 74,750
Total 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, RMBE891,000 and RMBS5,221,000 in relation to the impairment loss under ECL model
and certuin expenses. No deferred tax assct 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,
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11,  LOSS FOR THE YEAR/PERIOD

For the six months

For the year ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMAB000 RME'000 RMB’000 RMB’ 000 RAMB GO0

(Unaudited)

Loss for the year/peried
has been arrived at after
charging:
Staff costs. including
directors’ remuneration
— salaries and other
allowances 30,905 66,869 69,079 29,911 33,031
- retirement benefits 2,702 7,326 6,301 3,015 3,444
- cquity-settled share-
based payments
included in selling and
distribution expenses 7,186 - 8,127 - 6,404
- equity-settled share-
based payments
included in
administrative
eXpEnses 7,186 - 17.921 - 14,106
- equity-settled share-
based payments
included in rescarch
and development

expenscs 4,998 - 18,825 - 14,794
Total staff costs 52,977 74,195 120,253 32,926 71,781
Auditer’s remuneration G g 13 13 62
Listing cxpenses - - 25,767 10,309 8,592

Depreciation of property,

plant and equipment 611 5,730 13,779 G172 8,642
Depreciation of right-of-

use assets 936 6,633 6,994 3,318 3,938
Amortization of intangible

asscts 8l 67 493 1i2 869

Total depreciation and
amortization £,628 12,430 21,266 9,602 13,449

Short-term icase expense 1,382 273 102 48 65
Sub-contracting costs in

relation to clinical irials

included in research and

development expenses - 264 7,049 2,311 1,300
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12, DIRECTORS’, CHIEF EXECUTIVE'S EMOLUMENTS

The emoeluments paid or payable to the directors and chief executive of the Company (including cmoluments
for the services as employee of the group eatities prior to becoming directors of the Compuny). during the Track
Record Period disclosed pursuvant 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 TFotal
RME'000 RMB'000 RMB'000 RMB'000
Executive directors:
Mr. Tan Zheng (Note a) - - 14,372 14,372
Dr. Wang Xiaoyi (Note &) 648 3 - 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 00G RMB'000 RMB'0G0 RMB'000
Executive directors:
Mr. Tan Zheng (Note a) 3,892 i7 - 3,909
Dr. Wang Xiaoyi (Note b) 805 G0 - 865
Total 4,697 7 - 4,774
Year ended December 31, 2023
Equity-
Salaries seftled
and other Retirement share-based
allowances benefits payments Fotal
RME 000 RMBE'000 RMB'000 RMB’'000
Executive directors:
Mr. Tann Zheng {Note a} 2,649 37 14,785 17,471
Dr. Wang Xiaoyi {Note b) 4,739 65 14,685 19,489
Sub-toral 7.388 102 29,470 36,560
Non-executive directors:
Mr. Li Sirui (Note ¢) - - - -
Ms. Li Mingqiu (Note ¢) - - - -
Mr, Deng Feng (Note ¢) - - - _
Sub-total - - - -
Total 7,388 102 29,470 36,960
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Six months ended June 36, 2023 (Unaudited)

Equity-
Salaries and settled
other Retirement share-hased
allowances benefits payments Total
RMB 000 RMB 000 RMB 000 RMB'000
Executive directors:
Mr. Tan Zheng (Note a) 881 17 - 1,898
Di. Wang Xiaoyt (Note b) 4035 32 - 437
Total 2,286 49 - 2,335
Six months ended June 30, 2024
Equity-
Salaries settled
and other Retirement share-based
allowances benefits payments Total
RMB’000 RMB’000 RMB'GOU RMB'000
Executive directors:
Mr, Tan Zheng (Note a) 511 24 11,656 12,191
Dr. Wang Xinoyi (Note b) 408 34 11,578 12,020
Sub-total 919 58 23,234 24,211
Non-executive directors:
Mr. Li Sirui (Nore ¢) - - - -
Ms. Li Minggiv (Note ¢) - - - -
Mr. Deng Feng (Note ¢) - - - -
Sub-total - - - -
Tozal 919 58 23,234 24211
Nuotes:
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 Xisoyi joined the Group in September 2012. Dr. Wang Xisoyi was appointed as chief
exccutive 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 Minggiu and Mr. Deng Feng were appointed as non-executive directors of the
Company on July 30, 2023,

The executive directors’ emolumeats shown above were for their services in connection with the management
of the affairs of the Group.

No independent non-executive director was appointed during the Track Record Period. Mr. Lam Yiu Por. Dr.
Duan Tao and Mr. Li Yuczhong were appointed as independent non-executive directors on December 19, 2024,

During the Track Record Period, Mr. Tan Zheng and Dr. Wang Xiaoyl were granted equity interest in
BrainAureora Zhejiang and the Compauny 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 exccutive of the Group waived
or agreed to waive any remuneration during the Track Record Period.
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13.  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 ot a direcior of the Company or chief executive of the Group
for the Track Record Period were as follows:

Fer the six months

For the year ended December 31, ended June 30,
2021 2022 2623 2023 2024
RMB 000 RMB’000 RMB 000 RMB’000 RMB'000
(Unaundited)
Salaries and other

allowances 1,462 4,204 3,614 1,451 1.664
Retirement benefits 59 235 195 96 102

Equity-settled share-based
payments 4,998 - 6,937 - 0,975
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 year ended Pecember 31, ended June 30,
2021 2022 2023 2023 2024
No. of Na. of No. of No. of No. af
employees enployees employees employees employees
{Unaudited)

Nil to Hong Keng dollar

(“HKD”} 1,000,000
HKD 1,004,001 to

HKD1,500,000 - 3 - - 2
HKID,506,001 1o

HKD2,000,080 - 1 2 _ _
HKD6,500,001 to

HKD7.000,000 1 - - - -
HKD7.,000,001 o0

HKD7,500,000 - - - - 1
HKD8,000,001 to

HKDS§,500,000 - - 1 - -

)
}
i
W
i

Total 3 4 3 3 3

During the Track Record Period, no emoluments were paid by the Group o the divectors 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.
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14, DIVIDENDS

No dividend has been paid or declared by the group eatities comprising the Group during the Track Record
Period.

15,  LOSS PER SHARE

The calculatior of the basic and diluted less per share attributable to ewners of the Company is based on the
following data:

For the six months

For the year ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMB'000 RAMB 000 RMB 000 RMB'000 RMB'000
{ Unandited)
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 year ended December 31, ended June 30,
2021 2022 2023 2023 2024
Shares Shares Shares Shares Shares
('000) (000} (*000) {*000) (00

(Unaudited)

Number of shares
Weighted average number
of Ordinary Shares for
the purpose ot basic and
diluted loss per share 150,261 280,652 583,796 309,682 904,122

The weighted average number of Ordinary Shares for the purpose of calculating basic loss per share for the
Track Record Period has been determined on the assumptions that the Share Subdivision as set out in Note 4 and
“8hare Capital” section of the Prospectus had been effective since January 1, 2021 and the Series A-1 Preferred
Shares are not treated as outstanding Ordinary Shares and exciuded in the caleulation of basic loss per share.

For the purpose of calculation of diluted loss per share, it did not asssme the conversion of Series A-1

Preferred Shares and did not take into account the effect of the share swards of the Company since the assumed
conversion apsd the assumed vesting would result in & decrease in loss per share.
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16,

PROPERTY, PLANT AND EQUIPMENT

Office Leasehold Construction
equipment  Machineries Vehicles improvement  in progress Tatal
RMB 000 RMB 000 RMB'G00 RMB'G00 RMB 000 RMB'000
COosT
At January 1, 202] 418 26 - - - 444
Additions 3.363 286 - - 5.57¢ 0,819
Transfer - - - 438 (438) -
Disposals (10} - - - - {10
Al December 31, 2021 3771 912 - 438 3,132 10,253
Additions 2,835 4,364 442 - 11,5858 19,226
Transfer - - - 15,838 (15,838) -
Disposals (308) (94} - - - (402)
At December 31, 2022 6,298 5,182 442 16,276 §79 29,077
Additions 2,335 4,966 0 - 6,772 14,773
Transfer 752 - - 6,427 (7,179} -
Disposais - (381 = - - (381)
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 - 41) - - - 41
At Jure 30, 2024 14.264 12,386 1,142 25,638 - 33,430
ACCUMULATED
DEPRECIATION

At Januacy 1, 2021 139 26 - - - 165
Provided for the year 493 32 - 66 - 611
Disposals (2) - - - - (2}
At December 31, 2021 630 78 - 66 s 714
Provided for the year 1.572 791 22 3,345 - 3,730
Disposals {213) (35) - - - (248)
At December 31, 2022 1,989 834 12 3,411 - 6,256
Provided for the year 2,000 3,289 9,402 - 13,779
Disposals - (69) - - {69)
At December 31, 2023 3,989 3.054 110 12,313 - 19.966
Provided for the period 1,315 1,773 44 3510 - 8,642
Disposals - (&) - - - (6)
At Jane 30, 2024 3.304 4821 154 18,323 - 28,602
CARRYING VALUES
At December 31, 2021 3,141 834 - 2 3,132 9,479
At December 3§, 2022 4,309 4348 424 12,863 §79 22,821
At December 31, 2023 5,396 6,713 1,032 9,890 472 23,303
At June 30, 2024 8,960 7,565 988 7,315 - 24,828
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17,

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

Office cquipment 3 yeurs to 5 years

Machineries 3 years

Vehicles 5 yeurs

Leaseheld improvement Sherter of lease terms or cooperation terms with hospitais and 5 years

RIGHT-OF-USE ASSETS

COST
At January 1, 2021
Addition

At December 31, 2021 and 2022
Additions

Lease medified

Early termination of a lease (Nofe i)

At December 31, 2023
Reduction of the leased space (Note ii)

At June 30, 2024

ACCUMULATED DEPRECIATION
At January I, 2021
Charge for the year

At December 31, 2021
Charge for the year

At December 31, 20622
Churge for the year
Early termination of a lease (Nore i)

At December 31, 2023
Charge for the period
Reduction of the leased space (Mote ii)

At June 30, 2024

CARRYING VALUES
At December 31, 2021

At December 31, 2022

At December 31, 2023

At June 30, 2024

T4

L.easehold
propertics
RMB*000

7,569
6,994
(5,072)

9,491
3,938
(1,258)

12,171

17,721

11,088

£3,153

7,802

|



Notes:

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

i, In January 2024, the Group reduced certain leased space. The Group remeasured lease liabilities of
RMB 1,408,000 and right-of-use assets of RMB1,415,000 resulting in a loss of RMB7,000 in profit or
loss.

For the six months

For the year ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMEB'000 RMB'000 RMB'0G0 RMRB'00 RMEB'DO0
{Unaudited)
Expense relating to short-
term leases 1,382 273 102 48 65
Total cash outflow for
icases 2,680 7,101 8,660 4,172 4,71t

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 differest payment terms and conditions. In determining the lease
term and assessing the length of the nos-cancellable period, the Group applies the definition of a comtract 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 ar 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 berrewing 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 QOthers Total

RMB'000 RMB'O00 RMB000 RMB'00G
COST
At Japuary 1, 2021 700 - - 700
Addition 24 - - 24
At December 31, 2021 724 - - 724
Addition 559 - - 359
At December 31, 2022 1,283 - - 1,283
Addision 1,953 2,000 200 4,153
At December 3t, 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 |, 2021 573 - - 573
Charge for the year st - - 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 30 869
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 vsefui lives, and are amortized on a straight-line basis over the
following periods:

Software 3 years o 10 years
Patent 3 years
Oshers 2 years
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TRADE AND OTHER RECEIVABLES AND PREPAYMENTS

The Group

Trade receivables
Less: allowance for credit losses

Prepayments for purchase of
properiy, 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

Tozal

Analyzed as:
Non-current
Current

Total

As at

As at December 31, June 30,

2021 2022 2023 2024
RMB 660 RMB'000 RMB’ 000 RMB 000
i.136 8.422 50,740 78,818
{13} (63) (801} (5,033
1,123 8,359 49,849 73,785
1,126 5 18 763
- 2,101 101 11
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
222 264 1,005 3,994
[,000 [,000 - -
- - 7,689 14,370

- - 318 318

457 502 1,204 1,269
19,802 23,111 78,062 106,466
3,328 3,437 2,009 2,822
16,474 19,674 76,053 [03,644
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 Junuary 1, 2021, trade receivables from contracts with custorers amounted to RMB321,000,
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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 1o 180 days
to its customers. The following is an aged analysis of wade receivables, net of allowance for credit losscs, presented
based on the respective revenue recognition dates at the end of the reporting period:

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

Trade receivables
0~90 days 546 5,594 22,906 20,062
9L~180 days 303 2,449 10,577 21,387
181~270 days 88 221 5,093 19,141
27 1~360 days 10 61 6,370 5,673
over 1 year 176 34 4,903 7322
Total 1,123 8,359 49,849 73,785

As at DBecember 31, 2021, 2022 and 2023 and Junc 30. 2024, included in the Group’s trade receivables balance
are debtors with aggregate carrying amount of RMBE60,000, RMB7,371,000, RMB42,265,000 and RMB 64,698,000
which are past due as at the reporting date. Out of the past due balances, RMB439,000, RMB&29,000,
RMB 7,393,000 and RMB424,735,000 has been past due 90 days or more and is not considered a$ in default because
the customers are mainly statc-owned hospitals or state-owned universities which are with high credit ratings and
frequently repay atter due dates but usuzlly 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 As at

December 31, June 30,

2023 2024

RMB000 RMB'000

Deferred share issue costs 7,689 10,370

Prepayments for listing expenses 318 318

Total 3,007 10,688
20.  FINANCIAL ASSETS AT FVTPL

As at

As at December 31, June 30,

2021 2022 2023 2024

RMB 000 RMB'000 RMB'000 RMB'000

Financiai ussets 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. Therc is no predetermined or guaranteed return for cach product. Such financial products are accounted
for as financial assets at FVTPL under IFRS 9.
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RESTRICTED BANK DEPOSIT, TERM DEPOSITS AND BANK BALANCES AND CASH

The Group

As at

As at December 31, June 30,

2021 2022 2023 2024

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

Restricted bank deposit - - 214,241 119,421

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
Shuaoxing Binhai New Arca Biomedical Industry Equity Investment Fund Partnership (LPY* (5834507 0 A 4 i 28
IR RS A 8 (FMS)) (“Shaoxing Fund™), the details of which is set out in Note 23.

* English names are for identification purpose only.
As at
As at December 31, June 30,
2021 2022 2023 2024
RMB'G00 RMB’000 RMB'GGO RMB'000
Cash on hand 13 2 1 3
Bank baiances 323,727 28,249 57,566 55,903
Term deposits - 103,186 - -
323,740 131,437 57,577 55,906
Term deposits with original maturity
over threc months {Note i) - 103,186 - -
Cash and cash cquivaleats as stated
in the consolidated statements of
cash flows (Note ii} 323,740 28,251 57,517 55,900
323,740 131,437 57,577 55,906
Restricted bank deposit, term
deposits and bank balances
and cash
Analyzed as:
Non-current - 73,006 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
usp - 6,964 10,627 7,200
323,740 [31,437 271,818 175,327
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Notes:

;. 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,

il Cush and cash equivaients comprise cask 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.G19% to 0.23% per annum as at December 31, 2021, 2022 and 2023 and June 30, 2024, respectively.

The Company

Ag at As at

December 31, June 30,

2023 2024

RME 000 RMB 060

Bank balances 13,584 12,154
Bank balances denominated in:

RMB 3,025 5,021

Ush 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, TRAPE AND OTHER PAYABLES

The Greup
As at
As at December 31, June 30,
2021 2022 2023 2024
RMB'000 RMB'000 RMB000 RMB'000
Trade payables 159 1,761 8,251 7.476
Accrued salaries and other
allowances 6,424 4,747 8,927 6,308
Refund payables (Naore) 6,422 6,422 5,222 3,143
Deposits for the hardware for
cognitive training out of hospital 136 444 1,879 4,827
Payables for acquisition of property,
plant and eqguipment 46 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 1,041
Others 216 1,486 1,903 969
13,974 17,746 43,261 40,842
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As at

As at December 31, June 30,
2021 2022 2023 2024
RMB 000 RMB 000 RMB000 RMB 0G0

Trade and other payables

denominated in:

UsSD - - 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 fo service for software development. These balances represent refundable
prepayments received from distributors and customer and agreed compensation for the early termination
of contracts,

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

As at
As at December 31, June 39,
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'0G0

Trade payables
within 1 year 159 1,669 0,514 7.476
over | year - 92 1,737 -
Total 159 1,761 8,251 7476

The Company

As at As at
December 31, June 30,
2023 2024
RMB'000 RMB'000
Accrued listing expenses and share issue costs 12,622 18,753
Others 51 50
12,673 18,303
As at As at
December 31, June 34,
2023 2024
RMB'000 RMB’00OG
UsD $,202 13,850
HKD 315 309
RMB 3.156 4,644
12.673 18.803
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23. LONG-TERM BOND

As at
As at Pecember 31, June 30,
2021 2022 2023 2024
RMB 600 RMB'000 RMB* 000 RMB 000
Carrying amounts repayable:

Between one 1o (wo yeurs - - - 72,380
Between two to five years 61,971 65,942 70,216 -
More than five years 229,226 243,913 259,222 265,260

Amounts shown under non-current
liabilities 291,197 309,855 329,438 337,640

In July 2021, BrainAurora Zhejiung entered into a long-term bond subscription agreement and a supplementary
agreement with Shaoxing Fund. The aggregate subscription amount was RMB300 million. The iong-term bond carries
nominai interests of 6% per annum and witl mature on the fifth anniversary of a qualified IPQ of the Group.
BrainAurora Zhejiang shall pay the nominal interest of 6% per snnum caleuiated 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 subseription amount of RMB300 million
was received in August 2021, The Shaexing 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 leng-term bond includes conversion option that do not meet equity instrument classification by applying 1AS 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 caiculated 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
long as loag-term bond is cutstanding. The repayment on demand clauses mainly include:

. the investment of the Group to Binkai New Area, Shaoxing city is not lower than RMB50 million until
the first anniversary of the subscription amount received; (the “First Year Investment™)

. the investment of the Group to Binhai New Area, Shaoxing city is not lower than RMB 100 million until
the second anmiversary of the snbscription amount received: (the “Second Year Investment™)

. the investment of the Group to Binhai New Arca, Shaoxing city is not lower than RMB360 million vntil
the third anniversary of the subscription amount received: (the “Third Year Investment”)

. the subscription amount is limited to be used for certain purposes, such as the Group’s ordinary
operation, capital expenditure and werking Capiral (the “Usage Limitation™).

If the First Year Investment or Second Year Investment is5 lower than the abovementioned amounts, a grace
period of 12 months will be given. If the Third Year Investment is lower than RMB360 millien, 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-teem 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 Track Record Period. The long-term bond was
guaranteed by certain sharcholders and iheir close family members and fricnds.,
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In June 2023, the Greup and Shkaoxing Fund signed a supplementary agreement, pursuani to which ihe
conversion right, Repayment on Demand Clanses and the original guarantee obligation of certain sharcholders and
their close family members and friends were cancelied. Furthermore, if the Group fails to complete its TPO 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 pew bank account and made deposits of RMB300,000,000 to this account as at June 30,
2023 according 1o above supplementary agreement and the withdrawal froem the account is subject to approval of
Shaoxing Fund. From July to December 2023, the Group withdrew RMBI86,000,000 and placed back
RMB 100,000,000 of restricted bank dcposits, and the restricted bank depesits 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,

24. LEASE LIABILITIES

The exposure of the Group’s lease liabilizies are as follows:

As at

As at December 31, June 30,

2021 2(122 2023 2024
RMB’000 RMB'000 RMB (00 RMB 000

Lease liabilities payable:
Within one year 6,686 7,523 7927 5,534
Within a period of more than one

year but not more than

1wo 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 settlemeant
with 12 months shown under
current liabilities (6,686) (7,523) (7,927) (5,534)

Amount due for scttlement after 12

months shown under
non-current lizbilities 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 liquidisy risk with regard to its lease labilities. Lease liabilities are
monitored within the Group's treasury function.
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25, CONTRACT LIABILITIES
Ag at
As at December 31, June 30,
2021 2022 2023 2024
RMB'000 RMB'000 RMB’000 RMB'000
Rescarch projects 581 424 967 854
Provision of the System integral
software sclutions in hospitals - - 401 279
Provision of the System integral
software solutions out of hospitals 68 705 2,254 4,547
Other sales 84 32t 308 198
733 1,450 3,930 5,878
Current 430 1,023 3,804 5,837
Non-current 283 427 126 41
733 1,450 3,930 5.878

As at January E, 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 beginming of the period amounted to RMB341,000,
RMB458,000, RMB 1,023,000 and RMB2,422.,000, respectively.

26, BANK AND OTHER BORROWINGS

As at
As at December 31, 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 (Mote ii} - - 15,000 9,000
- 6,965 22,083 16,127

Bank and other borrowings

denominated in:

usp - 6,965 7,083 7,127
RMB - - 15,000 9,000
- 6,965 22,083 16,127

Notes:

i In December 2022, BrainAu Medical Techaology (Delaware) Co., LLC (*BrainAu (Delaware)™, a
subsidiary of the Group, entered into a financing agreement with China Frontier Capital Holding Ltd.,
a sharehelder of the Group. The borrowing amounted to USD! million and is intevest free and is due
after the U.S. Food and Drug Administration approves the Section 510{k} registration for the Cognitive
Fmpairment Assessment Software and Cognitive hupairment Treatment Software in the United States of
America.

ii. In August and October 2023, the Greup obtained twe new bank borrowings of RMB9,000,000 and
RME6,000,000 respectively, the bank borrowing of RMB6,000,000 was matured and repaid in April
2024 und the bank borrowing of RMB9,000,000 will be matured in Avgust 2024, The borrowings carry
interest of 5.50% per annum.
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27,  FINANCIAL LIABILITIES AT FYTPL

The Group

As at
As at December 31, June 30,
2021 2022 2023 2024
RMB'G0C RMB 000 RMB’000 RMB'000
Issued by BrainAuwrera Zhejiang:
Paid-in capital with preferential
rights 573,281 1,162,632 - -
Obligation under Scries B Financing 153,465 - - -
Issued by the Company;
Series A-I 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, BrainAurera 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 investmenis 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 20316, the capital reserve of BraimAurera Zhejiang amounting to RMB4,984,000 was transferred to
paid-in capital and the paid-in capital attributable to Series Angel Investors increased 1o RMBE,025,000.

Series A Financing

On June 21, 2016, BrainAuvrora Zhejiang entered into an investment agreement (the “Series A Financing™) with
two independent investors (coliectively 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.

Series B Financing

On December 18, 2020, BrainAurora Zhejiang eatered inte an investment agreement (the “Series B
Financing”} with two independent investors (collectively as the “Series B Investors”), pursuant to which the Series
B Tnvestors would make tota] investments of RMB100,000,000 to subseribe 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 Zleng, who
was appointed as a director of BrainAurora Zhejiang in December 2020. The cash consideration of RMBS0,000,000
from Mr. Tan Zheng was settied 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 RMBS50,000,000 to Mr. Tan Zheng and 3 financial Hability
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:
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(1)  Liquidation preferences

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

The Series B Investors shali be eatitled 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 & simple basis and (ii)
any dividends that have been declured but ot yer paid.

The Series A Envestors shail be entitled to receive the amount equal to the original investment amount
plus interest of 129 per annum caiculated 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 thas 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.

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 shail have the right to receive compensation through any of the following
compensation metheds: (i) BrainAurora Zhejiang and/or Mr. Taa Zheng to pay the Series A Investors in cash;
or (it) Mr. Tan Zheng to traasfer 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 Scries 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 Scries
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
RMBI, 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 Scrics Angel Investors, Series A Investors and Series B Investors shall be
redeemed by BrainAurora 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 129 per annumn calculated on a simple basis.

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

The Series Angel Investors shail be entitled to receive the redemption amount equal to the original
investment amount pius interest of 10% per annum calculated on a simple basis.
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Termination of preferential rights in BrainAurora Zhejiang and preferred shares issucd by the Company

On July 17, 2023, BrainAurora Zhejiang entered into an agreement with Serics Angel Investors, Series A
Investors and Scrics B Investors, pursuant to which the prefercatial rights for all these pre-1PQ 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 (“IVL"), 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 mees the definition
of equity as the Group has no contractual obligation to deliver cash or a varinble rumber of shares and therefore were
reclassified from financial liabilities to equity at their fair value of RMBI1,012,304,000, resulting in an increase of
paid-in capital of RMB 10,107,000 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 “TVL Shareholders”) to mivror 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 RMB313,87 1,000 and fair value change
of RMB3,162,000 was recognized.

The sharcholders of Series A Preferred Shares (the “Series A Preferred Shareholders”) have the rights to
convert their respective Series A Preferred Shares inte ordinary shares at any time after the date of issuance of such
Series A Preferred Shares. Series A Preferred Shares shall be sutematically 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 inciuding deemed liquidation, dissohstion or winding up of the Company,
the sharcholders of Scries A-1 Preferred Shares (“Serics A-1 Preferred Sharcholders™) shall be entitled to
receive the amount equal to USD3 million principal investment pius interest of 12% per annum caiculated on
a simple basis from the issue date of the Series A Finasncing and no greater thun USD6 million.

{b}  Anti-dilution right

H without the prior written consent of the Series A-1 Preferred Sharcholders, the Company issues new
share(s) at a price less than Series A-1 Preferred Sharcholders {except for the price of shares pursvant 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 foundcer parties ("Founder
Parties™) including ZTan Limited, Wispirits Limirted, Wiseforward Limited or Neurebright Limited (companies
wholly owned by or controlled by Mr. Tan Zheng or Dr. Wang Xiaoyi) 1o compensate in cash, so that the
amount paid by the Series A-1 Preferred Sharcholders divided by the total shares obtained is not higher than
the price of the newly issued shares.

(¢) Redemption right

The investment from the Series A-1 Preferred Sharehelders shall be redeemed by the Company andfor
the Founder Parlies, at the option of the Series A-1 Preferred Sharcholders if the Company failed o complete
a qualified IPO before December 31, 2024, which was cxtended 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 129 per annum or 20% per annum calculated on a simple basis.
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Presentation and classification

The paid-in capital subscribed by Series Angel Investors, Series A Investors and Series B Investors are
coilectively 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 shail be recognized to other comprehensive income, if any. The Directors considered that
the credit risk change on the financial liabilitics that drive the fair value change of the financial liabilisies during the
Track Record Period is immaterial.

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

BrainAurora
Obligation Zhejiang Series A-1
under Series Preferred Preferred
B Financing Shares Shares Total
RMB'000 RMB’'000 RMB'000 RMB'000
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 153,465 573,281 - 726,746
Change in fair value 91,018 294,868 - 385.886
Settlement of obligation under
Scries 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 preferentiai rights in
BrainAurora Zhejiang and
partialiy exchange with issue of
Series A-1 Preferred Shares - (£,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 professionat valuer, which is not connected to the
Group and has approprizte qualifications and experiences in valuation of similar instruments.

Discounted cash flow model was used o determine the underlying equity value of BrainAurora Zhejiang as
at December 31, 2021 and 2022 and the underiying equity value of the Company as at December 31, 2023 and
June 38, 2024.

Hybrid methed was adopted to allocare the equity value amongst different classes of securities of BrainAurora
Zhejinng 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 mcthod ("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 PWERM, the values of various classes of sccurities 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 cutcomes model might include PO, liguidation or redemption.

The OPM treats the rights of Preference Shares and ordinary paid-in capital as equivalent to that of cail 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
As at December 31, 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 .50
Risk-free interest rate 2.45% 2.34% 4.79% 4.90%
Discount for lack of marketability 20.00% 20.00% 10.00% 2.00%
Discount rate 17.00% 16.00% 16.00% 16.00%
Volatility 60.90% 74.85% 87.91% 70.58%
Dividend yicld - - - -
Possibilities under liquidation
scenario 27.50% 20.00% 20.00% 20.00%
Possibilitics under IPO scenario 45.00% 60.00% 60.00% 60.00%
Possibitities 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 maiching
o 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 ireasury 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 samc industry.

Voiatility was estimated on the valuation date based on average of historical volatilities of the comparable
companies in the same indusiry for a period from the valuation date to expected liquidation or redemption dates,

where applicable.

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 in fair value 243
At June 30, 2024 315,787



28.  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

Ordinary Shares
Ordinary Shares of USD{.000] each

Authorized
As at April 25, 2023 (date of incorporation)

Reclagsification and re-designation on issuance of
Series A-1 Preferred Shares

As at December 31, 2023 and June 30, 2024

issued and fully paid
Issue of Ordinary Shares for the Reorganization (Note)
Issue of ordinary shares to HoldCo (Nete)

As at December 31, 2023 and June 30, 2024

Presented as

Number of shares Share capital
usD
500,000,000 30,000
{95,878) q10)]
496,904,122 49,990
904,122 90
85,166 9
989,288 99
As at Deecember 31, As af June 30,
2023 2024

RMB 000

Note: During the year ended December 31, 2023, the Company issued 904,122 Ordinary Shares with a par
value of USDD.000L each at total consideration of RMBG,224,000 to its shareholders, which arc entities
owned by the then sharehelders or beneficial owners of BrainAurora Zhejiang as part of the
Reorganization. The difference of RMBG6,223,000 between the total consideration of RMB6,224,000 and
the par velue of Ordinary Shares issued of USD90 (equivalent to RMB626) is credited to share premium.

On August 2, 2023, the Company issued 85,106 ordinary shares with a par value of USD0.0001 cach
at total consideration of USDS.5 (equivaleat to RMB61) 1o HoldCo for the Pre-JPO Shuare Award

Scheme.
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29. RESERVES

Share-based
Share payments  Accumulated
premium reserve losses Total
RMB000 RMB GO0 RMB000 RMB 000
At the date of incorporation - - - -
Issue of Ordinary Shares 6,223 - - 6,223
Loss and tots]l comprehensive
expense for the year - - (9,374) (9,374)
Recognition of equity-setiled share-
based payments (Note 32) - 44,873 - 44,873
At December 31, 2023 6,223 44,873 (9.374) 41,722
Loss and total comprehensive
cxpense for the peried - - (7,166} (7,160)
Recognition of equity-settled share-
based payments (Note 32) - 35,304 - 35,304
At June 30, 2024 6,223 80,177 {16,540) 69,860

30. ACQUISITION OF ASSETS THROUGH ACQUISITION OF A SUBSIDIARY

Beijing Hongze Technology Development Co., Ltd.* (AUEL#: R BB 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.

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

* English name is for identification purpose only.
31. RETIREMENT BENEFITS PLANS

The PRC employees of the Group are members of a state-manusged retirement benefits plan operated by the
government of the PRC. BrainAurora Zhejiang and its PRC subsidiaries arc required to contribute a specified
percentage of payroil 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 ar 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, RMBG6,301,000, RMB3,015,000 (unaudited) and
RMB3,446,000, respectively.

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

Pursuant to the agreement entered between Dr. Wang Xiacyi and Mr. Tan Zheng on December 20, 2020, Dr.
Wang Xiaoyi agreed to transfer RMB [,384,000 of paid-in capital of BrainAurcra Zhejiang 1o 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 devclopment of cognitive centers and suvccessful firancings for the Group) are met (2020 Share
Awards”). The total fair value of 2020 Share Awards is RMB 15,002,000 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 cnded December 31, 2021,
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(b)  Share awards in 2021

On August 31, 2021, Dr. Wang Xiaoyi transferred RVIB246,000 of paid-in capital of the BrainAurora Zhejiang
held through an entity owned by Dr. Wang Xisoyi te Mr. Jing Yiliarg, 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 u share-based payment expense of
RMB4,998,000 during the year ended December 31, 2021.

(c) Pre-IPO Share Award Scheme

On July 36, 2023 (the “Adoption Date”), the Company adopted a pre-TPO share award scheme {the “Pre-1PQO
Share Award Scheme”) to recognize and reward the contributions of certain eligible empioyees 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-1PO Share Award Scheme shali be
valid and effective for a term of [0 years commencing on the Adoption Date.

Under the Pre-IPO Share Award Scheme, the maximum number of awards that may be granied under the
Pre-1PG 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 leld 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-1IPO
Share Award”). Included in the Pre-IPO Share Award, 27,129 Awarded Shares were granted to Mr. Tan Zheng, 26,946
Awarded Shares were granied 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
conditicens 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; 309 of such Awarded Shares shail 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

as at Granted Forfeited  Quitstanding as at

January 1, during the during the December 31,

Category 2023 year year 2023

Pre-1PO Share Award Scheme - 85,166 - 85,1006
Qutstanding

as at Granted Forfeited

January 1, during the during the  Qutstanding as at

Category 2024 period period June 30, 2024

Pre-1P0 Share Award Scheme 85,166 - - 85,166

The fair value of each Award Sharc 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-1PO 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
As at December 31, June 30,
2021 2022 2023 2024
RMB'000 RMB'000 RMB'GGO RMB'000
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 FYTPL 726,746 i.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 instriments
As at As at
December 31, June 30,
2023 2024
RMB'000 RMB 000
Financial assets

Amaortized cost 15,584 12,154

Financial liabilities
Amortized cost 19,085 25,859
Financial labilities at FVTPL 315,544 315,787
335,229 341,646

Financial risk management objectives and policics

The Group’s major financial instruments include trade and other receivables. bank balances ard 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
partics. The Company’s major financial instruments include bank balances, other payables, amount due to a
subsidiury and financial liabilities at FVTPL, Details of these financial instrumens 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 pelicies on how to mitigate these risks are set out below, The
manragement manages and monitors these exposures to ensure appropriare measures are implemented on a timely and
effective manner.
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Market risk

(1)

Currency risk
The Group

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

As at
As at December 31, June 30,
2021 2022 2023 2024
RMB’000 RMB’0G0 RMB’000 RMB'0GO
Assets

UsSh - 6,964 10,627 7,206

Liabilities
UsD - 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 As at
December 31, June 30,
2023 2024
RMB'000 RMB'000
Assets

UsSD 10,559 7,133

Liabilities
Usp 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 cach reporting peried would incrcuse 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.
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The Group

Increase in post-tax loss

Fer the

six months

ended

For the year ended December 31, Juue 30,

2021 2022 2023 2024

RMB 000 RMB 000 RAMB000 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 RMB'000

uso 16,060 16,478

{iiy  Inrerest rate risk

The Group’s fair value interest rate risk reifutes 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 cwrrently does rot have a specified policy to manage its
interest raie risk but will closely monitor their interest rate risk exposure in the future. No sensitivity analysis
on cash flow interest rate risk is presented ag 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.

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.
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Credit risk and impairment assessment
The Group and the Compuany

The Group’s maximum exposure to credit risk which witl cause a financial loss to the Group due to failure to
discharge an obligation by the counterpartics 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 und term deposits). The Compary’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 0 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 peried.

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

Internal Other financial

credit rating Description Trade reccivables assets

Low risk The counterparty has a low risk of  Lifetime ECL - not 12m ECL
default and does not have any credit-impaired

past-due amounts or the
counterpaity frequently repays
after due dates but usually sertie
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 internally
or external resources

Loss There is evidence indicating the Lifetime ECL - Lifetime ECL ~
assct 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 und the
Company have no realistic
prospect of recovery
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The Group
Trade receivables, receivalles from third party pavment 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 maiatain 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 counterpartics are continuously
monitored and the aggregate value of transactions concluded is spread wmongst approved counterparties.

The Group engages a provider of operations services during the Track Record Period to facilitate the sales to
a hespital, The management of the Group is of the view tha: the credit peried of public hospitals are normally longer,
as the internal procedures of public hospitals regarding decision making and approval, and recenciliation and
seitlement typicatly take 2 longer period of time and thus would affect the coliection 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
receivabies and other receivables individually based on internal credit rating which, in the opinion the management
of the Group, there is no significaat increase in credit risk since initial recognition. No 12m ECL was madc for
receivables from third party payment piatforms, shori-term loan receivables and other receivables, the estimated loss
rates are limited as the historical observed defauit rates of counterparties above are minimal, therefore the Group
assessed the ECL for receivables from third party payment platforms, shori-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 55.229%, 14.02% and t1.94% 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%, 25.539% and £5.05% of the Group’s account receivables placed with customer A, the provider
of aperations 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 F 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 baiances, 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 batances, term deposits and restricied bank deposit
is insignificant and no loss allowanee was recognized.

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%, [1.70% 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 bark 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.
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The tables below detail the credit risk exposures of the Group’s finaneial assers, which are subject to ECL
assessiment upon application of IFRS 9:

Gross carrying amount

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

RMB'0GG RMR'000  RMB'000 RMB'000

Financial assets at
amortized cost

Trade receivables 19 Lowrisk Lifetime ECL (not 1,136 2,422 50,740 36,705
credit-tmpaired)
Doubtful Lifetime ECL (not - - - 39,385
credit-impaired)
Loss Lifetime ECL - - - 2,728
{credit-impaired)
Receivables fram 19  Lowrisk 12m ECL 13,842 4,756 6,696 8,839
third party
payment

platforms, short-
term loan
receivables and
other receivables

Amounts due from 37 lowrisk 12m ECL 29 29 - -
related parties

Restricted bank 2! Lowrisk 12m ECL - - 214,241 119,421
deposit

Bank balances 2] Lowrisk E2m ECL 323,727 28,249 57,566 55,903

Term deposits 2! Lowrisk 12m ECL - 103,186 - -

The management of the Group estimates the amount of {ifetime 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 arc 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
tifetime ECL (not credit-impaired).
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The following table shows the movement in lifetime ECL that has been recognized for trade receivables under
the simplified approach.

Lifetime ECL Lifetime ECL

{not credit- (credit-
impaired) impaired) Total
RMB'000 RMB'000 RMB'O00

As at Januvary 1, 2021 - - -
New financizal assets originated 13 - 13
Ag at December 31, 2021 i3 ~ 13
Changes due to finarcial instruments recognized

as at January 1, 2022:
— Impairment losses reversed (13) - (13
New financial assets originated 63 - 03
As at Becember 31, 2022 63 - 63
Changes due to financial instruments recognized

ag at January 1, 2023:
— Impairment losses recognized 131 - 131
— Transfer to credit-impaired (20) 20 -
— Written-off - 20 {20}
— Impairment losses reversed (3 o {30}
New financial assets originated 747 - 747
As at December 31, 2023 891 - 891
Changes due to financial instruments recognized

as at Janvary 1, 2024:
- Impairment losses recognized 708 1.7%0 2,498
— Transfer to credit-impaired (Z0) 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
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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 Ceompany considers that the credit risk on bank balances is insignificant and no loss
allowance wus recognized.

The Company has concentration risk with approximately [00% of the Company's bank balances placed with
bank E at Pecember 31, 2023 and June 30, 2024,

Liguidity 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 fluctuaiions in cash
flows. The Group relies on long-term bond, Preference Shares and sharcholders' investment as a significant source
of liquidity.

The following table details the Group's remaining contractual maturity for its financiat 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 carliest daie on which the Group can be required to pay. The table includes both interest and principal
cash flows.

The Group
TFotal
On Within undiscounted  Carrying
Interest rates  demand 1 year 1.2 years 2.5 years >3 years cash flows  amount

%  RMB'O0D RMBOOG RMB'000 RMB'000  RMB'00D RMB'000  RMB'000

At December 31, 2021

Trade and other payables NiA 6,422 657 - - - 7,079 7.01%
Amounts dug to related

partics N/A 2,364 - - - - 2,364 2,364

Paid-in cupital with

preferential rights 10.00-12.60 - - - 151,487 - 151,487 573281

Long-term bond 6.23 - - - 79447 354,049 433496 291,197

8,786 657 - 230934 354,049 594426 §73.924

Lease liabilities 4.00-4.83 - 6,813 7.675 4,098 - 18,586 17,566

Total
On Within 2.5 undiscounted Carrying
inferest rates  demand 1 year [I-2 years years >3 years cash flows  amount

S RMB'000 RMB000 RMB'006 RMBE000 RAMB 000 RMB006  RMB'006

At December 31, 2022

Trade and other payables NIA 6,422 5,541 - - - 11,963 11,963
Amounts due to relared
parties N/A 2364 - - - - 2364 2364
Paid-in capital with
preferential rights 14.00-12.00 - - 2487 - - 01,487 1,162,632
Qther borrowing - - 6,965 - - - 6,965 6,965
Long-term bond 6.23 - - - 79447 354049 433,496 309,853
8,756 12,506 201487 79447 354049 636.275  1.493,77%
Leasc liabilities 4,00-4.85 - 1,675 2,746 HER - LL,773 11,319
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At December 31, 2023

Trade and other payables

Series A-1 Preferred
Shares

Bank and other
borrowings

Long-term hond

Lease liabilitics

At June 30, 2624

Trade and other payables

Serjes A-1 Preferred
Shares

Bank ard other
berrowings

Long-term bond

Lease liabilities

The Company

At December 31, 2023

Other payables

Amount due to a
subsidiary

Series A= Preferred
Shares

At Jure 30, 2024

Other payables

Ameuant due 1o a
subsidiary

Series A-1 Preferred
Shares

Inferest rates
%

NIA

1200

0.00-5.50
0,23

4.00-4.85

Enterest rates
&

N/A

12.00

0.6¢-3.50
6.23

4.00-4.83

Interest rates
G

NIA

NfA

12.00

Inierest rates
&

NIA

NIA

12.00

Total

On Within 2-5 undiscounted Carrying
demand 1 year 1I-2 years years  >5 yrars cash flows  amount
RMB'0O0  RMB'000 RMB'000 RMB'000 RMB'00D RMBOO0  RMB'000
5222 26,351 - - - 31,573 31,3713
- 42,610 - - - 42610 3155344
- 22,33 - = - 22,530 11,083
- - - 79447 354,049 433,496 329438
5m 91,491 - 79447 354049 530,200 098,638
- 8,005 5,480 1,132 - 14,707 12,354
Total
On  Within 25 undiscounted  Careying
demand 1year 1.2 years years >3 years cash flows  amount
RMB'000 RMB'00G RMB'000 RMB 000 RMB'000 RMB000  RME'000
3,743 35,218 - - - 38,061 38,961
- - 45,441 - - 45,441 315,787
- 16,197 - - ~ 16,197 16,127
- - 79447 - 367,512 446,859 337,640
3,743 50415 124,888 - 367512 547,558 108,515
- 3,656 984 211 - 6,831 6,659
Total
On Within 2.3 undiscounted  Carrying
demand 1 year 1-2 years years >3 years cash flows  amount
RMB'O0O  RMB'0G0 RMB'000 RMB’000 RMEB00Y RMB'000  RMB'000
- 12,673 - - - 12,673 12673
7,012 - - - - 7012 7,012
- 42,610 - - - 42610 315544
7012 55,283 - - - 62,295 335229
Total
On Within 2.5 undiscounted  Carrying
demand P year 1.2 years years >3 years cash flows  ameunt
RMB'G00  RMB'0U0 RMB'000 RMB'060 RMB'000 RMB'000  RMB 000
- 18,803 - - - 18,803 18,803
7,036 - - - - 7,056 7,056
- - 43,441 - - 45441 315787
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 financini reporting purposcs. In
estimating the fair value, the management of the Gronp uses market-observable data to the extent it is available,
Where Level | 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 cstablish the appropriate
valuation techniques and inputs to the model.

Except for financial assets at FVTPL and financial liabilities at FVTPL as sct out below, there is no financial
instrumen: mcasured at fair value on a recurring basis.

The Group

Financial asset

NOTE Fair value as at Valuation
Pecember 31, June 30, Fair value technigues and
2021 2022 2023 2024 hierarchy key inputs
RMB'000  RMB'0D0 RMB'000 RMB'000
Financial assets at 20 - 228,789 - ~ Level 2 Redemption
FVTPL value quoted
by banks

Financial liabilities

Relationships of

NOTE Fair value a5 at Significant  unobservable
Deecember 31, June 30, Fair value Valoation unobscrvahle inputs to fair
2021 022 2023 2024 hierarchy techniques inputs value

RMB'000 RMB'000 RMB 000 RMB'000

Financial
liabilities at
FVTPL
Paid-in capital 27 573,281 1,162,632 - - Level 3 Discourted cash  Discount ratc  The highes the
with flow model, discount rate,
preferential PWERM and the Jower the
rights OPM fair value, and
vice versa
(Note i}
Obfigation under 27 133,463 - - - level 3 Discounted cash  Discount rate  The higher the
Series B flow model, discount rate,
Financing PWERM and the Tower the
OPM fair valae, and
vice versa
{Nete ii)
Series A-1 27 - - 35544 315,787 Level 3 Discounted cash  Discoumt rate  The higher the
Preferred flow model, discount rate,
Shares PWERM and the lower the
OPM fair value, and
vice versa

{Naote iii)
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The Company
Financial liability

Fair value

Relationships of

as af As at Fair Sipnificant unobservable
December 31,  June 30, value Valuation unobservable inputs to fair
NOTE 2023 2024 hierarchy techniques inputs value
RMB'000  RMB'000
Financial
liabilities at
FVTPL
Series A-] 27 315,544 315,787 Level 3 Discounted  Discount rate  The higher the
Preferred cashflow discount rate,
Shares model, the lower the
PWERM fair value, and
and OPM vice versa
{Note i)
Notes:

iti.

in Not

amorti

If the discount rate was 19 higher to [8.00% or [ % lower to 16.00% while holding all other variables constant,
the carrying amount of financial labilities at FVTPL would decrease by RMB64,966,000 or increase by
RMB77,046,000 as at December 31, 2021,

If the discount rate was 166 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,

If the discount rate was 1% higher to 18.00% or 1% lower to 16.00% while holding all other varizbles constant,
the carrying amount of financial liabilities 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 te 17.00% or 1% lower to 15.00% while holding sl other variabies constant,
the carrying amount of financial liabilitics 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 19 lower to 15.00¢% while holding all other variables constant,
the carrying amount of financial liabifities at FVTPL would decrease by RMB38,991,000 or increase by
RMB435,903,000 as at June 30, 2024,

Details of reconciliztion of Level 3 fair value measurement for the financial liabilities at FVTPL are set out
e 27,

The Birectors consider that the carrying amoeunts of financial assets and financial liabilities recorded at
zed cost in the Historical Financial Information approximate their respective fair values at the end of each

reporting period except for the loag-term bond, of which the fair value is expected to be less than the carrying
ameunt,
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35,

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities arising from financing activities, including both cash
and nor-cash changes. Liabilities arising from financing activities are those for which cash flows were, or future cash
flows wiil be classified in the Group’s consolidated statements of cash flows as cash flows from financing activities.

At January 1, 2021

Financing cash flows

Commencement of
lease

Interest expenses
recognized

Fair value changes

At December 31, 2021

Financing cash flows

Interest expenses
recognized

Effect of foreign
exchange rate
changes

Fair value changes

At December 31, 2022

Financing cash flows

Interest expenses
recognized

Effect of foreign
exchange rate
changes

Deferred share issue
costs

Fair value changes

Commencement of
icase

Lease modification

Early termination of a
lease

Reclassification from
financial liabilities
at FVTPL

At Drecember 31, 2023

Financing cash flows

Interest expenses
recognized

Gain on re-estimated
repayments of
long-term bond

Effect of forcign
exchange rate
changes

Deferred share issue
costs

Fair value changes

Reduction of the
leased space

At Junc 30, 2024

Financial Amounts  Accrued

liabilities Long- Bank and due to share

Lease at term other related issue
linbilities EVTPL bond borrowings partics costs Total
RMB'O00 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
- 52,982 - - 6,450 - 59,432
(1,000) 50,000 285,000 o (4,086} - 329914
18,372 - - - - - 18,372
i04 - 6,197 - - - 6,391
- 623,764 - - - - 623,764
17,566 726,746 291,197 - 2,364 - 1,037,873
(6,812) 50,000 - 6,959 - - 50,147
565 - 18,658 - - - 19,223
- - - G - - 6
- 385,886 - - - - 385,886
11,319 1,162,632 309,855 6,963 2,364 - 1,493,135
(8,367) - - 14,788 {2,364) (4,531 (474}
421 - 19,583 212 - - 20,216
- - - 118 - - 118
- - - - - 7,689 7,689
- {65,216 - - - - (65,216
10,176 - - - - - 10,176
(500) - - - - - (500)
(495} - - - - - (495)
- (1,012,304} - - - - {1,012,304)
12,554 315,544 329,438 22,083 - 3,158 682,777
(4,673) - - (6,365) - (1,152} {12,190)
186 - 10,353 363 - - 10,904
- - {2,131) - - - {2,151)
- - - 44 - - 44
- - - - - 2,681 2.681
- 243 - - - - 243
(1,408) - - - - - {1,408)
6,659 315.787 337,640 16.127 - 4,687 680,900
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36. 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 liabilitics of RMB 18,372,000 and RMB18,372,000.

During the year ended December 31, 2023, the Group remeasured the lease liabilities of RMBS500,000 due to
& lease modification and made a corresponding adjustment of RMBS500,000 te the right-of-use assets and the Group
entered into two new lease agreements for the use of Jeased property for 2 years and 3 years and recognized
right-of-use assets and lease liabilities of RMB10,176,000 and RMBI0,176,000 on the icase commencements.

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

37. RELATED PARTY BALANCES AND TRANSACTIONS

a. Name and relationship

Names Relationships
Dr. Wang Xiaoyi The Chief Exccutive Officer
Nanjing Zhipan Informatien Consulting Partnership Entity controlled by Dr. Wang Xiaoyi

(Limited Partmership)* (BB BHE B S B &%
(IR A45) (“Zhipan LP") (Note)
Tianjin Shuhui Information Consulting Partnership Entity controiled by Dr. Wang Xiaoyi
(Limited Partnership)® (REHEEMES & &k
(CHIBHEE)) (“Shuhui LP™ (Nate)

Nore: Zhipan LP was formerly known as Shanghai Zhipan Business Information Consulting Center (Limited
Partnership)* (I IR TEE BN OABEH) before December 2021 and Tianjin Zhipan
Information Consulting Partnership {Limited Parmershipy* (KBEERELHGSBERGTRAE)
between December 2021 and July 2022,

Shuhui LP was formerly known as Shanghai Shuhui Business Information Consulting Center (Limited
Partnership)® (L iAER B 555 f L3S RO (BT TR A ) before December 2021,

# English name is for identification purpose only.
g pury ¥

b. The Group and the Company had the following refated party transactions and refated parties balance during
the Track Record Period:

The Group
Loan to a related party

For the six months

for the year ended December 31, ended June 30,
2021 2022 2023 2023 2024
RMB 060 RMB'000 RMB'000 RMB'000 RMB 000
{Unaudited}
Noa-trade nature
Zhipan LP o - - - -
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Advance to related parties

For the year ended December 31,

For the six months
ended June 30,

20621 2022 2023 2023 2024
RMB 000 RMEB'000 RMB'G0C RMB000 RMEB’GO0
(Unaudited)
Non-trade nature
Shuhui LP - - 3,718 1,900 -
Dr. Wang Xiaoyi - - 2,200 - -
- - 5,918 1,900 -

Repayment of loan from a related party

For the year ended December 31,

2021 2022 2023
RMB'G00 RMB'000 RMB'0G0

Non-trade nature
Zhipan LP - - 20

Fer the six months
cnded June 34,

2023 2024
RMB'000 RMB’ 000
{Unaudited)

Repayment of advance from related partics

For the year ended December 31,

For the six months
caded June 30,

2021 2022 2023 2023 2024
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
{Unaudited)
Non-trade nature
Shuhui LP - - 3,718 - -
Dr. Wang Xisoyi - - 2,200 - -
- - 5918 - -

Repayment to related pariies

For the year ended December 31,

For the six months
ended June 30,

2021 2622 2023 2023 2024
RMB’ 000 RMB'00C RMB 000 RMB'000 RMB'00
(Unandited)
Nen-trade nature

Zhipan LP 8 - - - -
Shubkui LP 4,063 - 2,267 2,267 -
Dr. Wang Xiaoyi 5 - 97 - -
4,086 - 2,364 2,267 -
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The Group

Amounts due from related parties

As at

As at December 31, June 30,

2021 2022 2023 2024
RME 000 RMB 000 RM B 000 RMRB'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 RMB3,918,600, 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 to related parties

As at

As at December 31, June 30,

2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'G00

Non-trade nature

Shukui LP 2,267 2,267 — "
Dr. Wang Xiaoyi a7 97 - ”
2,364 2,364 - -

Amounts due to related parties as at December 3§, 2021 and 2022 are unsecured, interest tree and
repayable on demand. These amounts were fully settled in July 2023,

The Company

Amount due to a subsidiary

As at
As at December 31, June 30,
2021 2922 2023 2024
RMB'000 RMB'000 RMB'GGG RMB 000
Non-trade nature
BrainAu {Delaware} - - 7,082 7,056

Amount due o a subsidiary of USD990,000 (equivalent te RMB7,012,000) and USD990,000
(equivalent to RMB7,056,000) as af December 31, 2023 and June 30, 2024 arc unsecured, interest free and
repayable on demand.
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. Compensation of key management personnel

The emoluments of key management during the Track Record Period are as foliows:

Short-term empioyee

benefits

Retirement benefits
Equity-settled share-based
payments

For the year ended December 31,

For the six months
ended June 34,

2021 2022 2023 2023 2024

RMB 000 RMB'000 RMB 000 RMB 000 RMB'000
(Unandited)

2,312 9,369 9,787 4,001 2,123

104 333 297 177 160

19,370 - 36,980 - 30,503

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

38. PARTICULARS OF SUBSIDIARIES OF THE COMPANY

Details of ali the subsidiaries directly and indirectly held by the Company during the Track Record Period and
on the date of this report are set out below:

Name of the
subsidiaries

BrainAurora (Note v)

BrainAurora (HK)
{Note iv)

Zhiling Ruideng
{Nore iv}

BrainAvrora Zhejiang
(Note i)

Changsha Zhijingling
(Note i}

Beijing Zhijingling
(Nate 1}

Hong Kong May

Issued and fully paid
registered capital

Registered capital of
USDH50,000 and
issued and paid
share capital of ail

Registered capitai of
HKD50,000 and
issued and paid
share capital of nil

Registered capital of
RMB 100,000,600
and issued and paid
share capital of
RMB3.000.000

Registered capital of
RMB 16,546,060
and paid-in capital
of RMB16,546,000

Registered capital of
RMB1,000,000 and
issued and paid
share capital of
RMB 690,000

Registered capital of
RME2,000,000 and
issued and paid
share capital of
RMB500,000

Equity intercst attribotable to the Company

Date of
December 31, June 30, the Principal
2621 2022 2023 2024 report activities

N/A N/A 1005 100% 100% Investment

holding
N/A N/A L00% 100% [00% Investment
holding

N/A N/A 100% 0% 180%  Investment
holding

100% 100% 106% 130% 166% Cognitive
impairment
DTx

100% HI0% 100% 1305 100% Cognitive
impairment
DTx

100% 100% 100% 106% 100% Cognitive
impairment
DTx
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Name of the
subsidiaries

Beijing Yiho:
Technology Ce.,
Lud.* ¢odbHe a2
HHRAA™
{Nate v)

BrainAu Medical
Technology
{Shaanxi) Co..
Lid.* (AR
ARG RN
A" {Note i)

BrainAu Medical
Technology
(Lizening) Co.,
L. (i
PR ERATIRE
") (Note iii)

Beijing Naoyu
chhnoIoEyk Co,,
Lid * (JERIIEF
BAERAE"
(Note i)

BrainAuzora Nanjing
{Naote it}

Beijing Wanxiang
Avrora Technology

Co, Lid.*
S;JBEK?E‘}#H@:"E?I-
HRAW

{Note v}
Beijing Hongze
(Notes 30 and vi)

Stchuan Huiyu Aurora
Medical
Technolopy Co.,
Ltd.# (“[1 fliﬁ%
TR R
™) (Note v}

BrainAu (Delaware}
{Nore iif)

Skenzhen BrainAu
Medéical
Technology Ce.
Lig.* ¢
TRUBHEARA
") (Note v

Sichuan BrainAn
Medical
chhnologP' Ca,,
Led.* (RGN iy I
WRHREFRL
A (Note v)

Plaee/dade of
establishment

PRC April 18,
2023

PRC
September 29,
2021

PRC
February 25,
2022

PRC
Apsil 6, 2022

PRC
May 20, 2022

PRC
March 10, 2023

PRC
December 16,
2001

PRC
May 22, 2023

United States of
America
March 4, 2022

PRC
Qetober 17,
2023

PRC
November 13,
2023

Issued and fully paid
registered capital

Registered capitai of
RMB51.126,000
and issued and paid
share eapital of
RMB50,126,00¢

Registered capital of
RMB1.000,000 and
issued and paid
share capital ef il

Registered capital of
RMB1,000,000 and
issued and paid
share capitat of nil

Registered capital of
RMB1,008,000 and
issued and paid
share capital of nil

Registered capital of
RMB1,000,000 and
issued and paid
share capital of nil

Registered capital of
RMB 1,000,000 and
issued and paid
share capital of nil

Registered capital of
RMB1.428,600 and
issued and paid
share capital of
RMB1.428,600

Registereé capital of
RMB 1,000,000 and
issued and paid
share capital of nil

Registered capital of
USDS50,600 and
issued and paid
share capital of il

Registered capital of
RMB1.000,000 and
issued and paid
share capital of nil

Registered capital of
RME 100,000,000
and issued and paid
share capitai of ni}

Equity infercst attributable to the Company

December 31,

2021

NIA

80%

NIA

N/A

NIA

N/A

N/A

NIA

NIA

NIA

N/A
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2022

NIA

80%

92%

100%

N/A

N/A

N/A

100%

N/A

NA

2023

985

80%

92%

100%

W%

100%

100%

160%

June 30,
2024

98%

80%

92%

100%

140%

160%

100%

Date of
the
report

58%

80%

100%

100%

100%

100%

Principal
activities

Inactive

Marketing

Marketing

2

Marketing

Marketing

o Marketing

Inactive

Marketing

Tnactive

Inactive

Caognitive
impairment
DTx



Equity interest ptributable to the Company

Date of

Name of the Place/date of Issued and fully paid December 31, June 30,  the Principal

substdiaries cstablishment  registered capital 2021 2022 2023 2024 report activities

Luzhou BrainAu PRC Registered capital of N/A NIA NIA 100% 100% Inactive
Medical January 13, RME 1,000,000 and
Technology Co., 2024 issued and paid
Lad * (ﬂﬁ"ﬁﬂﬁﬁm{i share capital of nil
IR R
Hl) {Note vif)

BrainAu Medical PRC Registered capital of NIA NIA N/A NIA 100%  Marketing
Technology (Hebei) July 26, RMB3,000,000 and
Co., Lid* (J8ERE 2034 issued and paid
FGAL RS share capital of nil
R
(“BrainAurora
Hebei™) (Note vii}

Jiangsu BrainAu PRC Registered capital of NIA N/A N/A N/A 160% Cognitive
Medical Angust §, RMB36,500,000 impairment
Technology Ca., 2024 and issucd and paid DTx
Ltd.* (iTAZERIE share capital of nil
SR H R
) (“BrainAurora
Jizngsu”} (Note
i)

Notes:

iii.

vi.

vii.

These subsidiaries are limited liability company. The financial statements of BrainAurora Zhejiang, Changsha
Zhijingling and Beijing Zhifingling for the years ended December 31, 2021 and 2022 were prepared in
accordance with Accounting Standards for Business Enterprises issned by the Ministry of Finance of the PRC
and were audited by Beijing Dongshen Dingli International Accounting Firm Co., Ltd.* (L2 HTs 8 2 8 ¢
AP IR R (T &)  (“Dongshen™). The financial statements of BrainAurora 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. Ne 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 focal 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 andited 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 zuthorities.

No audited statutory firancinl statements were available for the years ended December 31, 2021 and 2022 as
the entities were established afier 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 stamtory
financial statements of BrainAurora (HK) for the period ended December 31, 2023 were prepared in
accordance with Hong Kong Financial Reporting Standards and avdited by Anthony Lauw Hoi Ho, a certified
public accountant {practising) registered in Hong Kong.

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 ne audited statutory financial statements were
available for the period ended December 31, 2023 as there was no requirement to issue audited accounts by
the focal anthorities.

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

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

English naune is for idenmtification purpose only.
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As at December 31, 2023, the investments in subsidiaries of the Company comprise i) decmed 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 i) a deemed investment in BrainAuorora 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 investmenats in subsidiarics of the Company comprise i) deemed investment to its
subsidiaries of RMB8G,177,000 for Pre-1PO 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.

39. CAPITAL RISK MANAGEMENT

As at June 30, 2024, the Group had net current labilities of RMBI111,265,000 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 sharcholders through the optimization of the debt and equity balance.
The Group's averall strategy remains unchanged during the Track Record Period.

The capital structure of the Group consists of net debt, which inciudes 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 cquity 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 rew share issues as well as the issue of new debts.

40, CAPITAL COMMITMENTS

As at
As at December 31, June 30,
2021 2022 2023 2024
RMB 000 RMB'000 RMB’000 RMB 000
Capital expenditure contracted but
not provided for in respect of
acquisition of equipment and
machinctics and Jeaschold
improvements 8,232 10,163 678 367

41. EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in Note 27 in the Historical Financial Information, evenis and transactions took place
subsequesnt to June 30, 2024 are detailed as below:

Pursuant to the written resolutions of all sharcholders of the Company passed on December 24, 2{24, 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 USD0.000000!1 each effective upon the conditions of the global
offering being fulfilled (the “Share Subdivision™).

42, SUBSEQUENT FINANCIAL STATEMENTS

No audited financial staterrents have been prepared by the Company or any of its subsidiasies in respect of any
peried subsequent to June 30, 2024,
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