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CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the Board, | am pleased to present the annual report of the Group for the year ended 31 December
2023.

Cutia Therapeutics is an R&D-driven, dermatology-focused biopharmaceutical company dedicated to developing
comprehensive solutions that are tailored to meet the diverse and evolving needs of patients and consumers in the
broader dermatology treatment and care market.

In 2023, Cutia Therapeutics achieved several significant milestones. Firstly, we completed our first full year of
commercialization, during which we achieved strong sales performance. Additionally, we gained recognition in
the capital markets as we successfully listed on the Hong Kong Stock Exchange on 12 June 2023. We have also
been included in the Hang Seng Composite Index and in the list for Southbound Trading Link in the same year.
In September 2023, we were granted exclusive distribution rights by PhytoCeuticals, Inc. to distribute “Phyto-C”
branded products in China. The introduction of Phyto-C products has enriched our product portfolio and created
synergies with other pipelines within Cutia Therapeutics.

ACHIEVED EXPLOSIVE SALES GROWTH IN THE FIRST FULL YEAR OF COMMERCIALIZATION

In 2023, the Company’s strong product capabilities, sales and operational strengths have brought about a significant
increase in sales for the Group. Our revenue recorded approximately RMB137.6 million, representing a growth of
1,110.8% year-over-year for the year ended 31 December 2023.

During the “618 campaign”, our scalp diseases and care products recorded GMV exceeding RMB9.4 million,
representing a growth of 4,348.0% year-over-year. Sales volume of CUP-MNDE (Bailleul® minoxidil spray) was
ranked Top 1 on Tmall and JD platforms in the category of cross-border minoxidil.

During the “11.11 campaign”, our scalp diseases and care products, and skincare products recorded GMV
exceeding RMB16.7 million and RMB24.8 million, respectively. Among these, one of our skincare products, Phyto-C
SUPERHEAL® O-Live Gel recorded GMV exceeding RMB5.0 million on Douyin platform, and was ranked Top 1
on Tmall imported oil control essence bestsellers’ list. Sales volume of CUP-MNDE (Bailleul® minoxidil spray) was
ranked Top 1 on Tmall and JD platforms in the category of overseas dermatology drug.

R&D PIPELINES HAVE MADE SIGNIFICANT PROGRESS WITH CLINICAL TRIAL MILESTONES
ACHIEVED WELL AHEAD OF SCHEDULE

As at the end of the Reporting Period, we have made encouraging progress in advancing R&D product pipeline
and clinical trial progress.

For CU-20401 (recombinant mutant collagenase), first patient enroliment of the Phase Il clinical trial for submental
adipose accumulation was completed in January 2024, and the Phase | clinical trial for abdominal adipose
accumulation was completed in February 2024. NDA of CU-40102 (topical finasteride spray) for the treatment
of androgenetic alopecia was accepted by the NMPA in January 2024. For CU-40101 (topical small molecule
thyroid hormone receptor agonist liniment), the Phase | clinical trial for the treatment of androgenetic alopecia was
completed in November 2023. CU-10201 (topical 4% minocycline foam) for the treatment of non-nodular moderate
to severe acne vulgaris has been granted priority review designation by the CDE in August 2023 and the NDA was
accepted by the NMPA in September 2023. The IND application of CU-10101 (topical novel small molecule agent)
targeting mild to moderate atopic dermatitis was accepted by the CDE in March 2024. In addition, the Phase Il
clinical trial of CU-30101 (localized topical lidocaine and tetracaine cream) was completed in January 2024.
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MANUFACTURING FACILITIES COMMENCED OPERATION WITH AN ANNUAL PRODUCTION
CAPACITY OF FIVE MILLION DOSES

The construction of our commercial-scale GMP manufacturing facilities with three drug product production lines
in Jiangsu province was completed in February 2023 and has commenced operation. The three production lines
cover topical cream, ointment, aerosol, and foam products. We believe the production capacity of this factory can
support our clinical trials and near-term commercialization plans for our drug candidates.

OUTLOOK

Looking ahead to 2024, we will continue to strengthen our sales and marketing capabilities, and intensify our
commercialization and marketing efforts. Additionally, we will continuously launch new products to cater the ever-
changing and diverse needs of patients and consumers.

CU-10201 (topical 4% minocycline foam) for the treatment of non-nodular moderate to severe acne vulgaris is
expected to obtain regulatory approval for commercialization in China in 2024, with the aim of seamless connectivity
to our sales platforms over the same period.

In addition, we will closely observe the changes in market demand, and fully utilize our CATAME® technology
platform to provide patients and consumers with alternative solutions to meet the needs in the broader dermatology
treatment and care market.

On behalf of the Board, | would like to express my utmost respect to all employees and extend sincere gratitude to
our Shareholders and stakeholders for their unwavering trust and support throughout the years.

Dr. Chen Lian Yong
Chairman and Non-executive Director
27 March 2024
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HIGHLIGHTS
BUSINESS HIGHLIGHTS

The Company was successfully listed on the Stock Exchange on 12 June 2023. Since then, we have made significant
progress in advancing our product pipeline as well as business operations as of the date of this report:

- Commercialization: 2023 was our first full year of commercialization and we achieved strong sales
performance. During the “618 campaign”, our scalp diseases and care products recorded GMV exceeding
RMB9.4 million, representing a growth of 4,348.0% year-over-year. During the “11.11 campaign”, our scalp
diseases and care products, and skin care products recorded GMV exceeding RMB16.7 million and RMB24.8
million, respectively.

- CU-20401 (recombinant mutant collagenase): We are conducting a Phase Il clinical trial for submental
adipose accumulation (submental fat) in China to evaluate the efficacy and safety of CU-20401. First patient
enrollment of the Phase Il clinical trial was completed in January 2024. In addition, we completed the Phase
| clinical trial of CU-20401 in China for abdominal adipose accumulation (abdominal fat) in February 2024.

- CU-40102 (topical finasteride spray): CU-40102 is the first and only topical finasteride product approved
for androgenetic alopecia treatment globally and the first topical finasteride to have its NDA accepted by the
NMPA in China. The NDA of CU-40102 was accepted by the NMPA in January 2024.

- CU-40101 (topical small molecule thyroid hormone receptor agonist liniment): The Phase | clinical trial
of CU-40101 in China for the treatment of androgenetic alopecia was completed in November 2023.

- CU-10201 (topical 4% minocycline foam): CU-10201 is the first and only topical minocycline approved for
acne vulgaris treatment globally and the first topical minocycline to have its NDA accepted by the NMPA
in China. CU-10201 was granted priority review designation by the CDE in August 2023 and the NDA was
accepted by the NMPA in September 2023.

- CU-10101 (topical novel small molecule agent): CU-10101 is a non-hormonal, small molecule drug for
the treatment of mild to moderate atopic dermatitis. The IND application of CU-10101 was accepted by the
CDE in March 2024.

- CU-30101 (localized topical lidocaine and tetracaine cream): CU-30101 is a localized lidocaine and
tetracaine compound topical anesthesia cream for surface dermatologic operations. The Phase Il clinical
trial of CU-30101 in China was completed in January 2024.

FINANCIAL HIGHLIGHTS

- Revenue increased by approximately 1,110.8% from approximately RMB11.4 million for the year ended 31
December 2022 to approximately RMB137.6 million for the year ended 31 December 2023.

- The Group’s total cash and cash equivalents, time deposits over three months and financial assets at fair
value through profit or loss amounted to approximately RMB1,272.6 million as of 31 December 2023.
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CORPORATE PROFILE
OVERVIEW

Founded in 2019, we are an R&D-driven, dermatology-focused biopharmaceutical company dedicated to developing
comprehensive solutions that are tailored to meet the diverse and evolving needs of patients and consumers in the
broader dermatology treatment and care market. We had built a broad portfolio of products, targeting the four main
sectors of the broader dermatology treatment and care market, namely localized adipose accumulation management
medication, scalp diseases and care, skin diseases and care and topical anesthesia. We also distributed several
commercialized products developed by overseas collaboration partners and marketed several products in China.

We are one of the few players in the broader dermatology treatment and care market in China equipped with fully
integrated capabilities. We have applied a customer-centric approach to bolster our product candidates and expand
our integrated capabilities to the entire broader dermatology treatment and care industry value chain. Our platform
spans from the early phase of identifying demands, developing core technologies, managing clinical trials and
product registrations, to the manufacturing and marketing of products.

Our proprietary CATAME® technology platform improves drugs to achieve topical or transdermal delivery by
developing micron and nano-sized particulates, as well as evaluating formulation quality and stability, and performing
cutaneous pharmacokinetic analysis. Our platform also helps design the most suitable product formats that are
keys to specific and successful drug delivery. Through this platform, we have built a competitive product pipeline
of creams, sprays, ointments, aerosol foams and other dosage forms.



Cutia Therapeutics
Annual Report 2023

MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

As at the date of this report, we have achieved significant advancements in both pipeline products and business
operations.

Localized Adipose Accumulation Management Medication

Core Product CU-20401 (recombinant mutant collagenase)

CU-20401 is a recombinant mutant collagenase that targets obesity, overweight, or other localized adipose
accumulation associated metabolic diseases. CU-20401 adopts an alternative mechanism of action where it
acts as a collagenase to selectively act on the extracellular matrix attached to adipose tissue. After localized
injection, CU-20401 degrades extracellular matrix collagen in the subcutaneous fat layer which leads to
apoptosis of adipocytes, and is expected to effectively reduce localized adipose accumulation.

CU-20401 is technologically modified with reduced rate to catalyze the collagen degradation with mild catalytic
activity, thus reducing the adverse effects of wild-type collagenase, such as bruising and pain.

We are conducting a Phase Il clinical trial for submental adipose accumulation (submental fat) in China
to evaluate the efficacy and safety of CU-20401. First patient enroliment of the Phase Il clinical trial was
completed in January 2024 and we expect to complete the Phase Il clinical trial in 2025.

In addition, we completed the Phase | clinical trial of CU-20401 in China for abdominal adipose accumulation
(abdominal fat) in February 2024. We expect to initiate a Phase Il clinical trial of CU-20401 for abdominal
adipose accumulation (abdominal fat) in 2024 to evaluate its efficacy profiles. We expect to obtain regulatory
approval for commercialization in China in 2028.

Scalp Diseases and Care

Key Product CU-40102 (topical finasteride spray)

CU-40102 is the first and only topical finasteride product approved for androgenetic alopecia treatment
globally and the first topical finasteride to have its NDA accepted by the NMPA in China. Finasteride can treat
androgenetic alopecia in male patients by acting as a competitive and specific inhibitor of Type Il 5-alpha
reductase to inhibit the conversion of testosterone to DHT in the scalp.

Unlike oral finasteride, CU-40102’s topical formulation allows patients to apply the drug directly to the surface
of the scalp, thereby maintaining a high concentration at the affected site while possibly reducing the side
effects commonly associated with oral formulations.

The NDA for CU-40102 was accepted by the NMPA in January 2024. We expect to obtain regulatory approval
for commercialization in China in 2025.
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CU-40101 (topical small molecule thyroid hormone receptor agonist liniment)

CU-40101 contains a potent small molecule thyroid hormone receptor agonist that binds to thyroid receptor in
hair follicle cells and induces hair growth. CU-40101 is to be applied to the scalp directly, reducing systemic
exposure and the associated adverse effects. CU-40101 is differentiated from currently available androgenetic
alopecia treatment in its mechanism of action and the potential to be used in both male and female patients.

The Phase | clinical trial of CU-40101 in China for the treatment of androgenetic alopecia was completed in
November 2023.

Skin Diseases and Care

Key Product CU-10201 (topical 4% minocycline foam)

CU-10201 is the first and only topical minocycline approved for acne vulgaris treatment globally and the first
topical minocycline to have its NDA accepted by the NMPA in China. The indication of CU-10201 is for the
treatment of non-nodular moderate to severe acne vulgaris in pediatric and adult patients aged nine years
and older.

Minocycline is a tetracycline antibiotic used to treat a number of bacterial infections and acne vulgaris. The
currently available minocycline products are mostly oral medications. Compared to other major anti-acne
antibiotics and conventional oral drugs, topical minocycline foam has lower systemic drug exposure, fewer
side effects, lower rate of drug resistance, and likely higher patient compliance.

CU-10201 was granted priority review designation by the CDE in August 2023 and the NDA was accepted
by the NMPA in September 2023. We expect to obtain regulatory approval for commercialization in China in
2024.

CU-10101 (topical novel small molecule agent)

CU-10101 is a non-hormonal, small molecule drug for the treatment of mild to moderate atopic dermatitis.
The non-hormonal properties of CU-10101 may reduce the side effects and restrictions associated with
corticosteroids and its localized topical formulation allows the medication to reach the affected areas directly.
The IND application of CU-10101 was accepted by the CDE in March 2024.

Topical Anesthesia

CU-30101 (localized topical lidocaine and tetracaine cream)

CU-30101 is a localized lidocaine and tetracaine compound topical anesthesia cream for surface dermatologic
operations. The formulation of lidocaine and tetracaine combination in CU-30101 may produce rapid -and
long-lasting anesthetic effects due to its ingredients’ unique pharmacokinetic properties.

Lidocaine diffuses more rapidly, and more extensively than tetracaine, whereas tetracaine, a long-acting
localized anesthetic amino acid ester, is more lipophilic than lidocaine and can be concentrated in the topical
stratum corneum. Systemic absorption of the anesthetic component ingredients is also limited from the topical
cream formulation.

The Phase lll clinical trial of CU-30101 in China was completed in January 2024.

Warning: There is no assurance that the core product and each of the pipeline products will ultimately be
successfully developed and marketed by the Company. Shareholders and potential investors of the Company are
advised to exercise caution when dealing in the Shares.
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Commercialization

We have adopted a well-tailored commercialization strategy to penetrate the broader dermatology treatment and
care market in China. Online marketing has always been one of our strategic priorities. We have a dedicated
marketing team with strong market insights focusing on the development of online marketing campaigns on various
e-commerce platforms and social media platforms such as Tmall, JD, Bilibili, Douyin, Zhihu and Xiaohongshu to
build brand awareness and reputation. In addition, our self-operated customer service team provides customers
with professional and suitable product support to optimize customer experience, increase repurchase rate and
strengthen brand stickiness.

2023 was our first full year of commercialization and our strong product capabilities, sales and operational strengths
have brought about a significant increase in online sales for the Company. During the “618 campaign”, our scalp
diseases and care products recorded GMV exceeding RMB9.4 million, representing a growth of 4,348.0% year-
over-year. Sales volume of CUP-MNDE (Bailleul® minoxidil spray) was ranked Top 1 on Tmall and JD platforms in
the category of cross-border minoxidil.

During the “11.11 campaign”, our scalp diseases and care products, and skin care products recorded GMV
exceeding RMB16.7 million and RMB24.8 million, respectively. Among these, one of our skin care products, Phyto-C
SUPERHEAL® O-Live Gel recorded GMV exceeding RMB5.0 million on Douyin platform, and was ranked Top 1
on Tmall imported oil control essence bestsellers’ list. Sales volume of CUP-MNDE (Bailleul® minoxidil spray) was
ranked Top 1 on Tmall and JD platforms in the category of overseas dermatology drug.

Our comprehensive commercialized product portfolio could address distinctive demands from a wide range of
population groups as their needs evolve with disease progression or improvement to gain customer stickiness. Our
products have features that are differentiated from other products in the market.

In September 2023, we were granted exclusive distribution rights by PhytoCeuticals, Inc. to distribute “Phyto-C”
branded products in China. Phyto-C is a skin care brand that uses natural, effective and safe ingredients to develop
skin care products with scientific formulations.

Manufacturing Facilities

The construction of our commercial-scale GMP manufacturing facilities with three drug product production lines
in Jiangsu province was completed in February 2023 and has commenced operation. The three production lines
cover topical cream, ointment, aerosol, and foam products. The flow and control of the entire manufacturing process
are designed to be compliant with the latest GMP requirements so that our production can meet the clinical and
marketing approval requirements of various drug regulatory authorities, including the NMPA, FDA and European
Medicines Agency. We believe the production capacity of this factory can support our clinical trials and near-term
commercialization plans for our drug candidates.

KEY. '‘EVENTS AFTER THE REPORTING PERIOD

Subsequent to the Reporting Period, some of our drug candidates have made encouraging progress. For CU-20401,
the Phase Il clinical trial for submental adipose accumulation (submental fat) has completed first patient enroliment
in January 2024. In addition, the Phase | clinical trial of CU-20401 for abdominal adipose accumulation (abdominal
fat) was completed in February 2024. For CU-40102, the NDA was accepted by the NMPA in January 2024. For
more information, please refer to the announcements of the Company dated 3 January 2024, 28 February 2024
and 31 January 2024, respectively.



Cutia Therapeutics
Annual Report 2023

We are delighted with the advancements we have made. Our R&D, medical and regulatory affairs teams will
continue to work closely together to advance the clinical development of our product portfolio to prepare for the
commercialization of our pipeline products.

FUTURE DEVELOPMENT

We are dedicated to providing consumers and patients with safe and comprehensive dermatology treatment and
care solutions. Looking forward to 2024, we will continue to accelerate the clinical development of the products in
our pipeline.

We will adhere to our core marketing strategy of online marketing while exploring into online-to-offline marketing
combination. We will continue to strengthen our sales and marketing capabilities, closely observe the changes in
market demand, and make good use of our CATAME® technology platform to provide patients and consumers with
technical solutions to meet the needs in the broader dermatology treatment and care market.

In addition, leveraging on our CATAME® technology platform, strong research and development capabilities, in-
depth industry experience and excellent sales and operation capabilities, we believe we can seize the opportunities
arising from the rapid expansion of China’s sales network, provide innovative solutions for patients and generate
higher returns to our Shareholders.

FINANCIAL REVIEW
Revenue

Our revenue was substantially generated from the sale of our in-licensed and distributed scalp diseases and care
products, certain skin care products (“Routine Skin Care Products”), as well as skin diseases and care products
during the Reporting Period.

Revenue of the Group increased by 1,110.8% from RMB11.4 million for the year ended 31 December 2022 to
RMB137.6 million for the year ended 31 December 2023, which primarily due to an increase in sales of scalp
diseases and care products and Routine Skin Care Products.

Cost of Sales

During the Reporting Period, our cost of sales primarily consisted of purchase costs and logistics costs related
to our scalp diseases and care products, skin diseases and care products, and Routine Skin Care Products. For
the year ended 31 December 2023, we recorded cost of sales of RMB66.6 million, representing an increase of
RMB63.2 million from RMB3.4 million for the year ended 31 December 2022, which is in line with the increase in
the sales of our products.

Gross Profit and Gross Profit Margin

Gross profit represents our revenue less our cost of sales. Gross profit margin represents our gross: profit as a
percentage of our revenue. Our gross profit amounted to RMB71.0 million for the year ended 31 December 2023,
representing an increase of 794.5% from RMB7.9 million for the year ended 31 December 2022. Our gross profit
margin decreased from 69.8% for the year ended 31 December 2022 to 51.6% for the corresponding period of
2023, which was primarily due to the change of product portfolio mix.

1
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Other Income and Gains

Our other income primarily consisted of interest income and government grants during the Reporting Period. The
government grants mainly represent subsidies received from local government authorities during the Reporting
Period for the purpose of compensation for operating activities. Our interest income comprises (i) bank interest
income; (ii) deemed interest income from loans to employees and related parties; and (iii) imputed interest income
on rental and other deposits. Other income of the Group increased by 53.3% from RMB24.0 million for the year
ended 31 December 2022 to RMB36.8 million for the year ended 31 December 2023, which was primarily due to
(i) the receipt of the government grants from the PRC local government authorities to support certain operating
activities during the Reporting Period; and (ii) an increase in our bank interest income resulting from the increase
of our cash and cash equivalents and time deposits over three months.

During the Reporting Period, our gains primarily consisted of net foreign exchange gains which is in connection with
our cash and cash equivalents and time deposits over three months denominated in the U.S. dollars, as a result
of the appreciation of the U.S. dollar against RMB, gain on termination of a lease contract and fair value gains
on financial assets at fair value through profit or loss (“FVTPL”). Other gains decreased by 71.5% from RMB81.7
million for the year ended 31 December 2022 to RMB23.3 million for the year ended 31 December 2023, which was
resulting from a smaller extent of increase of foreign exchange rate from U.S. dollar to RMB in 2023 as compared
to the corresponding increase in 2022, and hence a decrease in the foreign exchange gains.

Research and Development Costs

During the Reporting Period, our research and development costs consisted of staff costs, share-based payment
expenses, acquisition/licensing-in expenses, third-party contracting costs, depreciation and amortization and
others. For the year ended 31 December 2023, we recorded research and development costs of RMB215.7 million,
representing an increase of 19.3% as compared to RMB180.8 million for the corresponding period of 2022, which
was primarily due to (i) an increase in the number of our research and development personnel; and (ii) an increase
in depreciation and amortization due to the operation of our research and development laboratory.

Set out below are the components of research and development costs for the periods indicated:

For the year ended 31 December

2023 2022

RMB’000 RMB’000

Staff costs 49,731 34,432
Share-based payment expenses 41,423 49,953
Acquisition/licensing-in expenses 23,198 21,644
Third-party contracting costs 63,905 55,727
Depreciation and amortization 22,801 13,054
Others 14,653 5,946
Total 215,711 180,756
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Administrative Expenses

During the Reporting Period, our administrative expenses consisted of staff costs, share-based payment expenses,
consulting fees, depreciation and amortization and others.

Administrative expenses increased by 85.1% from RMB100.5 million for the year ended 31 December 2022 to
RMB185.9 million for the year ended 31 December 2023, which was primarily due to an increase in our total
headcount of administrative staff in line with our business expansion and an increase in our share-based payment
expenses resulting from the new grant of Pre-IPO Equity Incentive Plan in November 2022.

Set out below are the components of administrative expenses for the periods indicated:

For the year ended 31 December

2023 2022

RMB’000 RMB’000

Staff costs 47,972 37,950
Share-based payment expenses 72,990 44,552
Consulting fees 18,840 5,714
Depreciation and amortization 18,073 5,142
Others 28,015 7,094
Total 185,890 100,452

Selling and Distribution Expenses

During the Reporting Period, our selling and distribution expenses consisted of staff costs, share-based payments
expenses, marketing expenses and others. Our selling and distribution expenses increased by 479.7% from RMB35.9
million for the year ended 31 December 2022 to RMB208.3 million for the year ended 31 December 2023, which
was primarily due to an increase in staff costs and marketing expenses from the expansion in online marketing
activities on e-commerce and social media platforms to further drive our online direct sales.

Finance Costs

During the Reporting Period, our finance costs mainly include interests on bank loans and lease liabilities. Finance
costs increased by 159.1% from RMB1.7 million for the year ended 31 December 2022 to RMB4.5 million for the
year ended 31 December 2023, which was primarily due to the increase in bank loans obtained to finance the daily
operation.

Listing Expenses

Our listing expenses increased by 7.4% from RMB23.5 million for the year ended 31 December 2022 to RMB25.2
million for the year ended 31 December 2023, which was in line with the progress of initial public offering. We expect
that no such expenses will be incurred in the future.

Income Tax Expenses

Our income tax expense for the year ended 31 December 2023 was nil (for the year ended 31 December 2022: nil).
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Fair Value Losses on Convertible Redeemable Preferred Shares

Our fair value losses on convertible redeemable preferred shares increased from RMB327.1 million for the year
ended 31 December 2022 to RMB1,454.3 million for the year ended 31 December 2023. This increase was primarily
due to the increase in our Company’s valuation and we expect that no such fair value losses will be incurred in the
future as all convertible redeemable preferred shares were automatically converted into ordinary shares upon the
completion of the global offering on 12 June 2023.

Loss for the Year

As a result of the foregoing, we recorded a loss of RMB1,963.8 million for the year ended 31 December 2023,
representing an increase of RMB1,408.0 million from RMB555.8 million for the year ended 31 December 2022.

Liquidity and Financial Resources

As of 31 December 2023, our total cash and cash equivalents amounted to RMB473.1 million, representing an
increase of 1.6% as compared to RMB465.9 million as of 31 December 2022, which was primarily due to the
proceeds from initial public offering.

As of 31 December 2023, our time deposits over three months amounted to RMB330.2 million, representing a
decrease of 41.8% as compared to RMB567.1 million as of 31 December 2022, which was primarily in relation to
the maturity of our time deposits.

As of 31 December 2023, our financial assets at fair value through profit or loss amounted to RMB469.3 million,
representing an increase of 979.0% as compared to RMB43.5 million as of 31 December 2022, which was primarily
due to the purchase of certain products to maximize return on capital.

As of 31 December 2023, our current assets amounted be RMB1,416.3 million, including cash and cash equivalents
of RMB473.1 million. Our current liabilities amounted to RMB254.8 million, including interest-bearing bank borrowings
of RMB129.4 million.

Indebtedness

The following table sets forth the breakdown of our lease liabilities, interest-bearing bank borrowings and convertible
redeemable preferred shares as of the dates indicated:

As of As of

31 December 31 December

2023 2022

RMB’000 RMB’000

Lease liabilities 54,344 54,128
Interest-bearing bank borrowings 189,411 -
Convertible redeemable preferred shares - 2,570,021
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Except as discussed above, we did not have any other material mortgages, charges, debentures, loan capital,
debt securities, loans, bank overdrafts or other similar indebtedness, finance lease or hire purchase commitments,
liabilities under acceptance (other than normal trade bills), acceptance credits, which are either guaranteed,
unguaranteed, secured or unsecured, or guarantees or other contingent liabilities as of 31 December 2023.

Gearing Ratio

As of 31 December 2023, our gearing ratio was 21.0%, as compared with 186.1% as of 31 December 2022. The
decrease was primarily due to the automatic conversion of all convertible redeemable preferred shares into ordinary
shares upon the successful initial public offering on 12 June 2023.

Significant Investments, Material Acquisitions and Disposal

We did not have any significant investments or material acquisitions or disposals of subsidiaries, associates and
joint ventures for the year ended 31 December 2023.

Capital Commitments

As of 31 December 2023, we had capital commitment of RMB3.2 million for the contracts in relation to acquisition
of property, plant and equipment and other intangible assets (as of 31 December 2022: RMB6.5 million).

Contingent Liabilities

As of 31 December 2023, we did not have any material contingent liabilities, guarantees or any litigation against
us (as of 31 December 2022: nil).

Pledge of Assets
As of 31 December 2023, we had not pledged or charged any assets (as of 31 December 2022: nil).

Foreign Exchange Exposure

Foreign currency risk refers to the risk of loss resulting from changes in foreign currency exchange rates. Fluctuations
in exchange rates between RMB and other currencies in which our Group conducts business may affect our financial
condition and results of operation. The Group mainly operates in the PRC and is exposed to foreign exchange risk
arising from various currency exposures, primarily with respect to Hong Kong dollars and the U.S. dollars. The
conversion of foreign currencies into RMB, including Hong Kong dollars and the U.S. dollars, has been based on
rates set by the People’s Bank of China. The Group primarily limits our exposure to foreign currency risk by closely
monitoring the foreign exchange market. During the year ended 31 December 2023, the Group did not enter into
any currency hedging transactions.
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Use of Proceeds

The Group received net proceeds (after deduction of underwriting commissions and related costs and expenses)
from the global offering of approximately HK$392.7 million (equivalent to approximately RMB356.8 million). As of
31 December 2023, such net proceeds were utilized as follows:

Utilized Unutilized
Amount of net proceeds  net proceeds Expected
net proceeds Percentage as of as of time frame
for planned of total 31 December 31 December for unutilized
applications  net proceeds 2023 2023 amount
Use of proceeds from the listing (HKS$ million) (%)  (HK$ million)  (HKS$ million)
For the Core Product
1. For funding the costs and expenses in
connection with R&D personnel as well as
continuing R&D activities of CU-20401 164.9 42.0% 17.6 147.3 by the end of 2029
2. For the local production of CU-20401 in
Chinese Mainland 11.8 3.0% - 11.8 by the end of 2029
For the Key Products
1. For funding the costs and expenses in
connection with R&D personnel as well as
continuing R&D activities of CU-40102 and
CU-10201 43.2 11.0% 274 15.8 by the end of 2026
2. For milestone payments of CU-10201 43.2 11.0% - 43.2 by the end of 2026
For the other candidates in the pipeline
1. -For the continuing R&D activities of CU-
40101, CU-40103, CU-40104 and other
potential scalp diseases and care products 28.3 7.2% 17.7 10.6 by the end of 2028
2.-For the continuing R&D activities of CU-
10101,-CU-10401 and other potential skin
diseases and-care products 28.3 7.2% 9.2 19.1 by the end of 2028
3. For the continuing R&D activities of CU-30101 14.1 3.6% 141 -
For technology development and business
development for pipeline expansion 39.3 10.0% 24.6 14.7 by the end of 2025
For our working capital and other general
corporate purposes 19.6 5.0% 19.6 -
Total 392.7 100.0% 130.2 262.5
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Employees and Remuneration

As of 31 December 2023, the Group had a total of 298 employees. The total remuneration cost of the Group for
the year ended 31 December 2023 was RMB260.7 million, as compared to RMB179.7 million for the year ended
31 December 2022, which was primarily due to an increase in headcount. The following table sets forth the total
number of employees by function as of 31 December 2023:

Percentage
Function Number of total
R&D 49 16.4%
Manufacturing and Quality Control 51 17.1%
Medical and Regulatory Affairs 45 15.1%
Sales, Marketing and Administration 153 51.4%
Total 298 100.0%

The remuneration of the employees of our Group comprises salaries, bonuses, employees’ provident fund, share-
based payment, and social security contributions and other welfare payments. In accordance with applicable
laws and regulations, we made contributions to social security insurance funds (including pension plans, medical
insurance, work-related injury insurance, unemployment insurance and maternity insurance) and housing funds for
the Group’s employees.

Final Dividend

The Board does not recommend the payment of a final dividend for the year ended 31 December 2023 (31 December
2022: nil).
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last three financial years (Note) is
set out below:

For the year ended 31 December

2023 2022 2021

RMB’000 RMB’000 RMB’000

Revenue 137,623 11,366 2,038
Gross profit 71,008 7,938 1,610
Loss for the year (1,963,758) (555,836) (319,581)

As at 31 December

2023 2022 2021

RMB’000 RMB’000 RMB’000

Cash and cash equivalents 473,120 465,866 203,130
Total non-current assets 290,481 301,380 93,156
Total current assets 1,416,316 1,145,425 1,401,725
Total current liabilities 254,788 77,402 19,250
Total non-current liabilities 102,970 2,615,719 2,266,140
Total equity/(deficits) 1,349,039 (1,246,316) (790,520)

Note: The Shares were listed on the Main Board of the Stock Exchange under Chapter 18A of the Listing Rules on 12 June
2023.



Cutia Therapeutics
Annual Report 2023

CORPORATE GOVERNANCE REPORT

The Board is pleased to report to the Shareholders on the corporate governance of the Company for the year ended
31 December 2023.

CORPORATE GOVERNANCE CULTURE AND STRATEGY

The Company is committed to ensuring that its affairs are conducted in accordance with high ethical standards. This
reflects its belief that, in the achievement of its long-term objectives, it is imperative to act with probity, transparency
and accountability. By so acting, the Company believes that the Shareholder’s value will be maximized in the long
term and that its employees, those with whom it does business, and the communities in which it operates, will all
benefit.

Corporate governance is the process by which the Board instructs management of the Group to conduct its affairs
with a view to ensuring that its objectives are met. The Board is committed to maintaining and developing robust
corporate governance practices that are intended to ensure:

. satisfactory and sustainable returns to the Shareholders;

. that the interests of those who deal with the Company are safeguarded;

. that overall business risk is understood and managed appropriately;

. the delivery of high-quality products and services to the satisfaction of customers; and
. that high standards of ethics are maintained.

CORPORATE GOVERNANCE PRACTICES

The Board is committed to achieving high corporate governance standards.

The Board is of the view that, the Company has fully complied with all the applicable code provisions as set out in
the CG Code, except for the code provision C.5.1 as set out below, from the Listing Date to 31 December 2023.

Pursuant to code provision C.5.1 of the CG Code, regular Board meetings should be held at least four times a
year involving active participation, either in person or through electronic means of communication, of a majority of
Directors. As the Shares were only listed on 12 June 2023, the code provision C.5.1 is not applicable to the Company
throughout the year. Since the Listing Date to 31 December 2023, two Board meetings were held.

From 1 January 2024 onwards, the Board will meet regularly and schedule to meet at least four times every year
at approximately quarterly intervals in accordance with the CG Code.

The Company has adopted the principles and code provisions in the CG Code and has complied with all applicable
code provisions from the Listing Date to 31 December 2023.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code of conduct regarding Directors’ securities transactions.
Having made specific enquiries with all Directors, each of them has confirmed that he/she has complied with the
Model Code from the Listing Date to 31 December 2023. No incident of non-compliance of the Model Code by the
relevant employees who are likely to be in possession of inside information was noted by the Company.
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BOARD OF DIRECTORS

The Company is headed by an effective Board which assumes responsibility for its leadership and control, and it is
collectively responsible for promoting the Company’s success by directing and supervising the Company’s affairs.
Directors take decisions objectively in the best interests of the Company.

The Board has a balance of skills, experience and diversity of perspectives appropriate to the requirements of the
Company'’s business and regularly reviews the contribution required from a Director to perform his responsibilities
to the Company and whether the Director is spending sufficient time performing them that are commensurate with
their role and the Board responsibilities. The Board includes a balanced composition of executive Directors and
non-executive Directors (including independent non-executive Directors) so that there is a strong independent
element on the Board, which can effectively exercise independent judgement.

BOARD COMPOSITION

The Board currently comprises the following:

Executive Directors

Ms. Zhang Lele (3R£44%)
Mr. Huang Yuging (2 %)

Non-executive Directors

Dr. Chen Lian Yong (FRi& %) (Chairman)
Dr. Xie Qin ()

Dr. Huang Xiao (&)

Ms. Yang Yunxia ((5E )

Independent Non-executive Directors

Mr. Chung Ming Kit (42FA7R)
Mr. Tao Tak Yan Dennis (F97E{=)
Mr. Ye Xiaoxiang (E£BE5)

The biographical information of the Directors including the relationships among the members of the Board are set
out in the section headed “Directors and Senior Management” of this annual report.

To the best knowledge of the Company, there is no other financial, business or family relationship among the
members of the Board.
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BOARD MEETINGS AND DIRECTORS’ ATTENDANCE RECORDS

Pursuant to code provision C.5.1 of the CG Code, regular Board meetings should be held at least four times a
year involving active participation, either in person or through electronic means of communication, of a majority of
Directors. As the Shares were only listed on 12 June 2023, the code provision C.5.1 is not applicable to the Company
throughout the year. Since the Listing Date to 31 December 2023, two Board meetings were held.

From 1 January 2024 onwards, the Board will meet regularly and schedule to meet at least four times every year
at approximately quarterly intervals in accordance with the CG Code.

Directors may participate in meeting either in person or through electronic means of communication. All Directors
are given not less than 14 days’ notice for regular Board meetings. For other Board and Board committee meetings,
reasonable notice will be given.

The agenda and the accompanying meeting papers are sent in full to all Directors or relevant committee members
at least three working days before the date of meetings (or such other period as the members may agree). The
Directors are allowed to include into the draft agenda any additional matters that they wish to discuss and resolve
at this meeting.

Minutes of each Board and Board committees’ meeting record in sufficient details the matters considered, and
decisions made, including any concerns or views of the Directors or the relevant committee members or dissenting
views expressed. Final version of minutes is circulated to all Directors or committee members for their perusal prior
to confirmation of the minutes at the subsequent Board or Board committees’ meeting. The Directors or committee
members may request for clarification or raise comments before the minutes are tabled for confirmation. Upon
receiving confirmation from the Directors or committee members, the minutes will be signed by the chairman of the
meeting as a correct record of the proceedings of the meeting and kept by the accounts department of the Company,
and are open for inspection at any reasonable time on reasonable notice given by any Director or committee member.

A summary of the attendance records of Directors at the Board meetings held during the period from the Listing
Date to 31 December 2023 is set out below:

Attendance/Number of Meetings

Audit Remuneration ~ Nomination Annual
Name of Director Board Committee Comnmittee Committee General Meeting
Executive Directors
Ms. Zhang Lele 2/2 N/A N/A N/A N/A
Mr. Huang Yuging 212 N/A N/A N/A N/A
Non-executive Directors
Dr. Chen Lian Yong 2/2 N/A 11 N/A N/A
Dr. Xie Qin 2/2 N/A N/A N/A N/A
Dr. Huang Xiao 2/2 N/A N/A N/A N/A
Ms. Yang Yunxia 2/2 N/A N/A N/A N/A
Independent Non-executive Directors
Mr. Chung Ming Kit 212 11 11 N/A N/A
Mr. Tao Tak Yan Dennis 2/2 11 N/A N/A N/A
Mr. Ye Xiaoxiang 212 11 11 N/A N/A

Apart from regular Board meetings, the Chairman of the Board: also held a meeting with the independent non-
executive Directors without the presence of executive Directors during the year ended 31 December 2023.
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RESPONSIBILITIES, ACCOUNTABILITIES AND CONTRIBUTIONS OF THE BOARD AND
MANAGEMENT

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

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

All Directors, including non-executive Directors and independent non-executive Directors, have brought a wide
spectrum of valuable business experience, knowledge and professionalism to the Board for its efficient and effective
functioning. The independent non-executive Directors are responsible for ensuring a high standard of regulatory
reporting of the Company and providing a balance in the Board for bringing effective independent judgement on
corporate actions and operations.

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

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

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

DIRECTORS’ AND OFFICERS’ LIABILITIES INSURANCE

Please refer to the paragraph headed “Permitted Indemnity” in the section headed “Directors’ Report” of this annual
report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision C.2.1 of the CG Code stipulates that the roles of chairman and chief executive should be separate
and should not be performed by the same individual. The positions of Chairman and Chief Executive Officer are
held by Dr. Chen Lian Yong and Ms. Zhang Lele respectively, thus we have complied with code provision C.2.1.
The division of responsibilities between the Chairman and the Chief Executive Officer has been clearly established.

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year ended 31 December 2023, the Board at all times met the requirements of the Listing Rules relating
to the appointment of at least three independent non-executive Directors representing one-third of the Board with one
of whom possessing appropriate professional qualifications or accounting or related financial management expertise.

The Company has received written annual confirmation from each of the independent non-executive Directors in

respect of his/her independence in accordance with the independence guidelines set out in Rule 3.13 of the Listing
Rules. The Company is of the view that all independent non-executive Directors are independent.
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BOARD INDEPENDENCE EVALUATION

The Company has established a board independence evaluation mechanism (the “Board Independence Evaluation
Mechanism”) during the year which sets out the processes and procedures to ensure a strong independent
element on the Board, which allows the Board effectively exercises independent judgment to better safeguard the
Shareholders’ interests.

The Board Independence Evaluation Mechanism is available on the website of the Company.

The objectives of the evaluation are to improve the Board effectiveness, maximize strengths, and identify the areas
that need improvement or further development. The evaluation process also clarifies what actions of the Company
need to be taken to maintain and improve the Board performance, for instance, addressing individual training and
development needs of each Director.

Pursuant to the Board Independence Evaluation Mechanism, the Board will conduct annual review on its
independence. The board independence evaluation report will be presented to the Board which will collectively
discuss the results and the action plan for improvement, if appropriate.

During the year ended 31 December 2023, all Directors has completed the independence evaluation individually.
The board independence evaluation report was presented to the Board and the evaluation results were satisfactory.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The non-executive Directors (including independent non-executive Directors) are appointed for a specific term of
three years, subject to renewal after the expiry of the then current term.

The procedures and processes of appointment, re-election and removal of Directors are set out in the Articles of
Association and the nomination policy of the Company. The Nomination Committee is responsible for reviewing
the Board composition, assessing the independence of independent non-executive Directors and making
recommendations to the Board on the appointment or re-election of Directors and succession planning for Directors.

All Directors are subject to retirement by rotation and re-election at the annual general meetings. Under the Articles
of Association, at each annual general meeting, one-third of the Directors for the time being (or, if the number is not
a multiple of three, the number nearest to but not less than one-third) shall retire from office by rotation provided that
every Director shall be subject to retirement by rotation at least once every three years. The Articles of Association
also provides that any Director appointed by the Board to fill a casual vacancy shall be subject to re-election by
shareholders at the first general meeting after appointment and any Director appointed by the Board as an addition
to the Board shall be eligible for re-election at the next following annual general meeting. The retiring Directors
shall be eligible for re-election.
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

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

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

Pursuant to the applicable code provisions as set out in the CG Code, all Directors should participate in appropriate
continuous professional development to develop and refresh their knowledge and skills. This is to ensure that their
contribution to the Board remains informed and relevant.

During the year ended 31 December 2023, all Directors, namely Ms. Zhang Lele, Mr. Huang Yugqing, Dr. Chen
Lian Yong, Dr. Xie Qin, Dr. Huang Xiao, Ms. Yang Yunxia, Mr. Chung Ming Kit, Mr. Tao Tak Yan Dennis and Mr.
Ye Xiaoxiang, have attended training sessions, including but not limited to briefings, seminars, conferences and
workshops. Internally-facilitated briefings for Directors would be arranged and reading materials on relevant topics
would be provided to Directors where appropriate. All Directors are encouraged to attend relevant training courses
at the Company’s expenses.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit Committee, the Remuneration Committee and the
Nomination Committee (collectively, the “Board Committees”), for overseeing particular aspects of the Company’s
affairs. All Board Committees of the Company are established with specific written terms of reference which deal
clearly with their authority and duties. The terms of reference of the Board Committees are posted on the Company’s
website and the Stock Exchange’s website and are available to the Shareholders upon request.

The list of the chairman and members of each Board Committee is set out under “Corporate Information” on page 2.

AUDIT COMMITTEE

The Audit Committee comprises three members, all of whom are independent non-executive Directors, namely Mr.
Chung Ming Kit, Mr. Tao Tak Yan Dennis and Mr. Ye Xiaoxiang. Mr. Chung Ming Kit is the chairman of the Audit
Committee.

The term of reference of the Audit Committee are of no less exacting terms than those set out in the CG Code. The
primary duties of the Audit Committee are to assist the Board in reviewing the financial information and reporting
process, risk- management and internal control systems, effectiveness of the internal audit function, scope of audit
and appointment of external auditors, and arrangements to enable employees of the Company to raise concerns
about possible improprieties in financial reporting, internal control or other matters of the Company.

The Audit Committee had reviewed together with the management and external auditor the accounting principles
and policies adopted by the Company and the audited consolidated financial statements for the year ended 31
December 2023.

As the Company’s shares were listed on the Stock Exchange on 12 June 2023, one meeting of the Audit Committee
was held during the year ended 31 December 2023, to review the consolidated financial statements and interim
report before submission to the Board for approval; and review any significant issues on the financial reporting and
compliance procedures.
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REMUNERATION COMMITTEE

The Remuneration Committee comprises three members, namely Mr. Ye Xiaoxiang (independent non-executive
Director), Mr. Chung Ming Kit (independent non-executive Director) and Dr. Chen Lian Yong (non-executive Director).
Mr. Ye Xiaoxiang is the chairman of the Remuneration Committee.

The term of reference of the Remuneration Committee are of no less exacting terms than those set out in the CG
Code. The primary duties of the Remuneration Committee are to review and make recommendation to the Board on
the remuneration packages of individual executive Directors and senior management and the remuneration policy
and structure for all Directors and senior management, as well as to establish transparent procedures for developing
such remuneration policy and structure to ensure that no Director or any of his/her associates will participate in
deciding his/her own remuneration.

As the Company’s shares were listed on the Stock Exchange on 12 June 2023, one meeting of the Remuneration
Committee was held during the year ended 31 December 2023, to review the remuneration package and bonus
distribution of the executive Director.

Pursuant to code provision E.1.5 of the CG Code, the remuneration of the senior management (other than the
Directors) whose particulars are set out in the section headed “Directors and Senior Management” in this annual

report, for the Reporting Period by band is set out below:

Annual Remuneration Number of Individuals

HK$5,500,001 to HK$6,000,000
HK$8,000,001 to HK$8,500,000
HK$9,500,001 to HK$10,000,000
HK$11,000,001 to HK$11,500,000
HK$11,500,001 to HK$12,000,000

_ A A A

The Company’s remuneration policy is to ensure that the remuneration offered to employees, including Directors and
senior management, is based on skill, knowledge, responsibilities and involvement in the Company’s affairs. The
remuneration packages of executive Directors are also determined with reference to the Company’s performance
and profitability, the prevailing market conditions and the performance or contribution of each executive Director.
The remuneration for the executive Directors comprises basic salary, pensions and performance/discretionary
bonus. Executive Directors shall receive options to be granted under the Company’s share option scheme. The
remuneration policy for non-executive Directors and independent non-executive Directors is to ensure that non-
executive Directors and independent non-executive Directors are adequately compensated for their efforts and time
dedicated to the Company’s affairs, including their participation in Board committees. The remuneration for the non-
executive Directors and independent non-executive Directors mainly comprises Director’s fee which is determined
with reference to their duties and responsibilities by the Board. Non-executive Directors and independent non-
executive Directors shall not receive options to be granted under the Company’s share option scheme. Individual
Directors and senior management have not been involved in deciding their own remuneration.

The Remuneration Committee also made recommendations to the Board on the terms of service contracts or letters
of appointment of the new executive/non-executive/independent non-executive Directors appointed during the year.

No material matters relating to share schemes (as defined under Chapter 17 of the Listing Rules) were required to
be reviewed or approved by the Remuneration Committee during the Reporting Period.
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NOMINATION COMMITTEE

The Nomination Committee comprises three members, namely Dr. Chen Lian Yong (non-executive Director), Mr.
Chung Ming Kit (independent non-executive Director) and Mr. Tao Tak Yan Dennis (independent non-executive
Director). Dr. Chen Lian Yong is the chairman of the Nomination Committee.

The terms of reference of the Nomination Committee are of no less exacting terms than those set out in the CG
Code. The principal duties of the Nomination Committee include reviewing the Board composition, developing and
formulating relevant procedures for the nomination and appointment of the Directors, making recommendations to
the Board on the appointment and succession planning of the Directors, reviewing the board diversity policy (the
“‘Board Diversity Policy”) and the director nomination policy (the “Director Nomination Policy”) and assessing
the independence of independent non-executive Directors.

In assessing the Board composition, the Nomination Committee would take into account various aspects as well as
factors concerning the Board diversity as set out in the Board Diversity Policy. The Nomination Committee would
discuss and agree on measurable objectives for achieving diversity on the Board, where necessary, and recommend
them to the Board for adoption.

In identifying and selecting suitable candidates for directorships, the Nomination Committee would consider the
candidate’s relevant criteria as set out in the Director Nomination Policy that are necessary to complement the
corporate strategy and achieve the Board diversity, where appropriate, before making recommendation to the Board.

As the Company’s shares were listed on the Stock Exchange on 12 June 2023, no meetings of the Nomination
Committee were held during the year ended 31 December 2023.

The Nomination Committee is to review the structure, size and composition of the Board and the independence
of the independent non-executive Directors, to consider the qualifications of the retiring Directors standing for re-
election at the Annual General Meeting, to review the Board Diversity Policy and Director Nomination Policy and to
consider and recommend to the Board on the appointment of executive/non-executive/independent non-executive
Directors. The Nomination Committee considers an appropriate balance of diversity perspectives of the Board is
maintained and has not set any measurable objective when implementing the Board Diversity policy.

Board Diversity Policy

The Company has adopted a Board Diversity Policy which sets out the objective and approach to achieve and
maintain diversity of the Board in order to enhance the effectiveness of the Board. The Company recognizes and
embraces the benefits of having a diverse Board and sees increasing diversity at the Board level as an essential
element in maintaining the Company’s competitive advantage.

Pursuant to the Board Diversity Policy, the Nomination Committee reviews regularly the structure, size and
composition of the Board and where appropriate, make recommendations on changes to the Board to complement
the Company’s corporate strategy and to ensure that the Board maintains a balanced diverse profile. In relation to
reviewing and assessing the Board composition, the Nomination Committee is committed to diversity at all levels
and will consider a number of aspects, including but not limited to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and regional and industry experience.

The Company aims to maintain an appropriate balance of diversity perspectives that are relevant to the Company’s

business growth and is also committed to ensuring that recruitment and selection practices at all levels (from the
Board downwards) are appropriately structured so that a diverse range of candidates are considered.
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The Board will consider setting measurable objectives to implement the Board Diversity Policy and review such
objectives from time to time to ensure their appropriateness and ascertain the progress made towards achieving
those objectives.

In addition, in terms of gender diversity, the Board also currently has three female members. The Board places
strong emphasis on diversity (including but not limited to gender diversity) at the Board level and across all levels of
the Company. Taking into account the Board’s view that the current Board composition satisfies the Board Diversity
Policy, the Board targets to maintain at least current level of female representation in the Board. In considering the
Board’s succession, the Board will deploy multiple channels for identifying suitable director candidates, including
referral from Directors, shareholders, employee and the management of the Company. These measures will ensure
that the Board will be able to develop a pipeline of potential successors to the Board, such that the Board will be
able to take the opportunity to further increase the diversity on the Board (including but not limited to the proportion
of female members of the Board) as and when such opportunity arise and suitable candidates are identified, taking
in account the selection criteria as outlined under the paragraph “Director Nomination Policy” below.

As at the date of this report, the Board consists of six male directors and currently has three female directors,
namely Ms. Zhang Lele, Dr. Xie Qin and Ms. Yang Yunxia, which brings diversity to the Board and the Board will
continue to maintain the current level. The Board is also characterized by significant diversity, in particular, in term
of professional expertise and experience, age, culture and ethnicity. An analysis of the Board’s current composition
based on the measurable objectives is set out below:

Gender Age Group
Male: 6 Directors 31-40: 2 Directors
Female: 3 Directors 41-50: 6 Directors

51-60: 0 Director
61-70: 1 Director

Designation Educational Background
Executive Directors: 2 Directors Pharmaceutical preparations: 1 Director
Non-executive Directors: 4 Directors Communication: 1 Director

Independent non-executive Directors: 3 Directors Science: 2 Directors
Clinical medicine: 2 Directors
Accounting: 1 Director
Arts:1 Director
Law: 1 Director

Nationality Business Experience
Chinese: 8 Directors Accounting: 1 Director
United States: 1 Director Experience related to the business: 8 Directors

The Nomination Committee and the Board are of the view that the current composition of the Board has achieved
the objectives set in the Board Diversity Policy.

The Nomination Committee will review the Board Diversity Policy, as appropriate, to ensure its effectiveness.
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Gender Diversity

The Company values gender diversity across all levels of the Group. The following table sets out the gender ratio
in the workforce of the Group, including the Board and senior management as at the date of this annual report:

Female Male
Board 33.33% (3) 66.67% (6)
Senior Management 42.86% (3) 57.14% (4)
Other employees 62.54% (182) 37.45% (109)
Overall workforce 61.24% (188) 38.76% (119)

The Board had targeted to achieve and had achieved at least 33.33% (3) of female Directors, 42.86% (3) of female
senior management and 62.54% (182) of female employees of the Company and considers that the above current
gender diversity is satisfactory.

Details on the gender ratio of the Company together with relevant data can be found in the Company’s 2023
Environmental, Social and Governance report.

Director Nomination Policy

The Board has delegated its responsibilities and authority for selection and appointment of Directors to the
Nomination Committee.

The Company has adopted a director nomination policy which sets out the selection criteria and nomination process
and the Board succession planning considerations in relation to nomination and appointment of the Directors and
aims to ensure that the Board has a balance of skills, experience and diversity of perspectives appropriate to the
Company and the continuity of the Board and appropriate leadership at the Board level.
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The nomination process set out in the Director Nomination Policy is as follows:

Appointment of New Director

(i)

(i)

(iii)

(iv)

(v)

The Nomination Committee and/or the Board may select candidates for directorship from various channels,
including but not limited to internal promotion, re-designation, referral by other member of the management
and external recruitment agents.

The Nomination Committee and/or the Board should, upon receipt of the proposal on appointment of new
Director and the biographical information (or relevant details) of the candidate, evaluate such candidate
based on the criteria as set out above to determine whether such candidate is qualified for directorship.

If the process yields one or more desirable candidates, the Nomination Committee and/or the Board should
rank them by order of preference based on the needs of the Company and the reference check of each
candidate (where applicable).

The Nomination Committee should then recommend to the Board to appoint the appropriate candidate for
directorship, as applicable.

For any person that is nominated by a Shareholder for election as a Director at the general meeting of the
Company, the Nomination Committee and/or the Board should evaluate such candidate based on the criteria
as set out above to determine whether such candidate is qualified for directorship.

Where appropriate, the Nomination Committee and/or the Board should make recommendation to the Shareholders
in respect of the proposed election of Director at the general meeting.

Re-election of Director at General Meeting

(i)

(if)

(iii)

The Nomination Committee and/or the Board should review the overall contribution and service to the
Company of the retiring Director and the level of participation and performance on the Board.

The Nomination Committee and/or the Board should also review and determine whether the retiring Director
continues to meet the criteria as set out above.

The Nomination Committee and/or the Board should then make recommendation to the Shareholders in
respect of the proposed re-election of Director at the general meeting.

Where the Board proposes a resolution to elect or re-elect a candidate as Director at the general meeting, the
relevant information of the candidate will be disclosed in the circular to the Shareholders and/or explanatory
statement accompanying the notice of the relevant general meeting in accordance with the Listing Rules and/or
applicable laws and regulations.
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The Director Nomination Policy sets out the criteria for assessing the suitability and the potential contribution to the
Board of a proposed candidate, including but not limited to the following:

. Character and integrity;

. Qualifications including professional qualifications, skills, knowledge and experience that are relevant to the
Company'’s business and corporate strategy;

. Diversity in all aspects, including but not limited to gender, age (18 years or above), cultural and educational
background, ethnicity, professional experience, skills, knowledge and length of service;

. Requirements of independent non-executive Directors on the Board and independence of the proposed
independent non-executive Directors in accordance with the Listing Rules; and

. Commitment in respect of available time and relevant interest to discharge duties as a member of the Board

and/or Board committee(s) of the Company.
During the year ended 31 December 2023, there was no change in the composition of the Board.
The Nomination Committee will review the Director Nomination Policy, as appropriate, to ensure its effectiveness.

Corporate Governance Functions

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

For the year ended 31 December 2023, the Board met once to review the Company’s corporate governance policies
and practices, training and continuous professional development of the Directors and senior management, the
Company’s policies and practices on compliance with legal and regulatory requirements, the compliance of the Model
Code and the Company’s compliance with the CG Code and the disclosure in this corporate governance report.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute assurance against material misstatement or loss.

The Board has the overall responsibility for evaluating and determining the nature and extent of the risks it is willing
to take in achieving the Company’s strategic objectives, and establishing and maintaining appropriate and effective
risk- management and internal control systems.

The Audit Committee assists the Board in leading the management and overseeing the design, implementation and
monitoring of the risk management and internal control systems.

The Company has developed and adopted various risk management procedures and guidelines with defined
authority for implementation by key business processes and office functions, including project management, sales

and leasing, financial reporting, human resources and information technology.

The Company’s risk- management and internal control systems have been developed with the following principles,
features and processes:
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The Audit Committee of the Company is responsible for overseeing the management of risk management and
internal control of the Company.

o Risk Management

The Risk Management Committee of the Company is responsible for assessing the risks of each functional
department, business unit and subsidiary; the Audit Department assists the Risk Management Committee in
reviewing the Company’s risks and is the risk audit monitoring department.

Each quarter, the Risk Management Committee formulates risk information collection requirements in light
of the development objectives and business practices of the company. And then, the committee will identify
and provides feedback from specific responsible departments on the strategic risks, financial risks, market
risks, operational risks and legal risks faced or potentially faced by the Company. The Risk Management
Committee synthesizes the various types of risks and updates the risk list.

At the end of each year, the Risk Management Committee carries out risk assessment based on the risk list
and risk evaluation criteria. Then, the committee formulates risk management strategies and risk-specific
response plans for the following year based on the assessment results and submits them to the Board of
Directors for approval and implementation.

. Internal Control Management

The person in charge of internal control of the company is responsible for the construction of the internal
control system and the rectification of internal control issues; the Audit Department of the Company is
responsible for the evaluation of internal control.

At the beginning of each year, the Audit Department formulates an evaluation plan and evaluation program,
evaluates the level of internal control management of the Company in the previous year, and prepares an
evaluation report. After review and approval by the management, the in charge of internal control of the
company assists each department to implement the rectification of problems and optimization of procedures.
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All divisions/departments conducted internal control assessment regularly to identify risks that potentially impact the
business of the Group and various aspects including key operational and financial processes, regulatory compliance
and information security. Self-evaluation has been conducted annually to confirm that control policies are properly
complied with by each division/department.

The management, in coordination with division/department heads, assessed the likelihood of risk occurrence,
provided treatment plans, and monitored the risk management progress, and reported to the Audit Committee and
the Board on all findings and the effectiveness of the systems.

The management has confirmed to the Board and the Audit Committee on the effectiveness of the risk management
and internal control systems for the year ended 31 December 2023.

The Company has engaged external professional firm for providing the internal audit function and performing
independent review of the adequacy and effectiveness of the risk management and internal control systems. The
internal audit function examined key issues in relation to the accounting practices and all material controls and
provided its findings and recommendations for improvement to the Audit Committee.

The Board, as supported by the Audit Committee as well as the management report and the internal audit findings,
conducted an annual review of the risk management and internal control systems, including the financial, operational
and compliance controls, for the year ended 31 December 2023, and considered that such systems are effective
and adequate. The annual review also covered the financial reporting and internal audit function, staff qualifications,
experiences and relevant resources.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE FINANCIAL STATEMENTS

The Board is responsible for presenting a balanced, clear and understandable assessment of annual and interim
reports, inside information announcements and other disclosures required under the Listing Rules and other
regulatory requirements. The management has provided such explanation and information to the Board as necessary
to enable the Board to make an informed assessment of the financial information and position of the Group put
forward to the Board for approval.

The Directors have acknowledged their responsibilities for preparing the financial statements of the Group for the
year ended 31 December 2023.

The Directors are not aware of any material uncertainties relating to events or conditions that may cast significant
doubt-on the Company’s ability to continue as a going concern.

The Directors have prepared the financial statements in accordance with the Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public Accountants. Appropriate accounting policies have
also been used and applied consistently except the adoption of revised standards, amendments to standards and
interpretation.

The statement of the external auditors of the Company about their reporting responsibilities on the financial
statements is set out in the Independent Auditors’ Report of this annual report.

32



Cutia Therapeutics
Annual Report 2023

AUDITORS’ REMUNERATION

The remuneration for the audit services included statutory audits and reviews for the Company; while the
remuneration for the non-audit services included professional services on tax advisory and other consulting services.
The remuneration paid and payable to the external auditors of the Company in respect of audit services and non-
audit services for the year ended 31 December 2023 is set out below:

Fees Paid/Payable

Service Category RMB'000
Audit Services 3,780
Non-audit Services 928
— Tax Consultation Services 770
— Environmental, Social and Governance Report Consulting Service 158
Total 4,708

COMPANY SECRETARY

Ms. Chan Sze Ting (FR#§/&) (“Ms. Chan”) was appointed as the company secretary of the Company (the “Company
Secretary”) on November 15, 2022. Ms. Chan is a director of the corporate services division of Tricor Services
Limited, which is a global professional services supplier specializing in integrated business, corporate and investor
services. Ms. Chan has over 18 years of experience in the corporate secretarial field and has been providing
professional corporate services to Hong Kong listed companies as well as multinational, private and offshore
companies. Ms. Chan is a Chartered Secretary (CS), a Chartered Governance Professional (CGP) and a Fellow
of both The Hong Kong Chartered Governance Institute (HKCGI) and The Chartered Governance Institute (CGl) in
the United Kingdom. Ms. Chan holds a bachelor’s degree in law from the University of London, Britain.

All Directors have access to the advice and services of the Company Secretary on corporate governance and board
practices and matters. Mr. Huang Yuging, the executive Director, has been designated as the primary contact person
at the Company which would work and communicate with Ms. Chan on the Company’s corporate governance and
secretarial and administrative matters.

For the year ended 31 December 2023, Ms. Chan has attended a total of no less than 15 hours of training courses

on the Listing Rules, corporate governance, information disclosure, investor relations as well as the functions and
duties of the company secretary of a Hong Kong listed issuer as required under Rule 3.29 of the Listing Rules.
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SHAREHOLDERS’ RIGHTS

CONVENING AN EXTRAORDINARY GENERAL MEETING AND PUTTING FORWARD PROPOSALS AT GENERAL
MEETINGS

Pursuant to the Article 9.3 of the Articles of Association, the Board may, whenever it thinks appropriate, convene
an extraordinary general meeting. Any one or more members holding as at the date of deposit of the requisition,
in aggregate not less than one-tenth of the voting rights, on a one vote per share basis, in the share capital of the
Company, shall at all times have the right, by written requisition signed by the requisitionist(s) deposited at the
principal office of the Company in Hong Kong or, in the event the Company ceases to have such a principal office,
the registered office, to require an extraordinary general meeting to be called for the transaction of any business
specified in such requisition and/or add resolutions to the meeting agenda (if any). If the Board does not within 21
days from the date of deposit of the requisition proceed duly to convene the meeting to be held within a further
21 days, the requisitionist(s) themselves may convene the physical meeting at only one location which will be the
principal meeting place, and all reasonable expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to them by the Company.

Shareholders should follow the requirements and procedures as set out in the Articles of Association for convening
a general meeting.

To put forward proposals at a general meeting of the Company, a Shareholder should lodge a written notice of his/
her proposal with his/her detailed contact information at the Company’s principal place of business in Hong Kong
at 5/F, Manulife Place, 348 Kwun Tong Road, Kowloon, Hong Kong.

The request will be verified with the Company’s branch share registrar in Hong Kong and upon their confirmation
that the request is proper and in order, the Board will be asked to include the proposal in the agenda for the general
meeting.

Putting Forward Enquiries to the Board

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

The Shareholders may also make enquiries to the Board at general meetings of the Company. In addition, the
Shareholders can contact Tricor Investor Services Limited, the branch share registrar of the Company in Hong
Kong, if they have any enquiries about their shareholdings and entitlement to dividend.

Contact Details

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

Address: - ‘5/F, Manulife Place, 348 Kwun Tong Road, Kowloon, Hong Kong
(For the attention of the Board of Directors of Cutia Therapeutics)
Email: ir@cutiatx.com

For the avoidance of doubt, the Shareholders must deposit and send the original duly signed written requisition,

notice or statement, or enquiry (as the case may be) to the above address and provide their full name, contact details
and identification in order to give effect thereto. The Shareholders’ information may be disclosed as required by law.
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COMMUNICATION WITH SHAREHOLDERS AND INVESTORS

The Company considers that effective communication with the Shareholders is essential for enhancing investor
relations and investors’ understanding of the Group’s business performance and strategies. The Company is
endeavours to maintain an on-going dialogue with the Shareholders and in particular, through annual general
meetings and other general meetings. At the annual general meeting, the Directors (or their delegates as appropriate)
are available to meet the Shareholders and answer their enquiries.

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

Shareholders’ Communication Policy

The Company has in place a shareholders’ communication policy (the “Shareholders’ Communication Policy”).
The policy aims at promoting effective communication with the Shareholders and other stakeholders, encouraging
the Shareholders to engage actively with the Company and enabling the Shareholders to exercise their rights
as the Shareholders effectively. The Board reviewed the implementation and effectiveness of the Shareholders’
Communication Policy and the results were satisfactory.

The Company has established a number of channels for maintaining an on-going dialogue with its Shareholders
as follows:

(a) Corporate Communication

“Corporate Communication” as defined under the Listing Rules refers to any document issued or to be issued
by the Company for the information or action of holders of any of its securities, including but not limited to
the following documents of the Company: (a) the Directors’ report, annual accounts together with a copy of
the auditor’s report and, where applicable, its summary financial report; (b) the interim report and, where
applicable, its summary interim report; (c) a notice of meeting; (d) a listing document; (e) a circular; and (f)
a proxy form. The Corporate Communication of the Company will be published on the Stock Exchange’s
website (www.hkex.com.hk) in a timely manner as required by the Listing Rules. Corporate Communication
will be provided to the Shareholders and non-registered holders of the Company’s securities in both English
and Chinese versions or where permitted, in a single language, in a timely manner as required by the Listing
Rules. The Shareholders and non-registered holders of the Company’s securities shall have the right to
choose the language (either English or Chinese) or means of receipt of the Corporate Communication (in
printed form or through electronic means).

(b)  Announcements and Other Documents pursuant to the Listing Rules

The Company shall publish announcements (on inside information, corporate actions and transactions etc.)
and other documents (e.g. Memorandum and Articles of Association) on the Stock Exchange’s website in a
timely manner in accordance with the Listing Rules.

(c) Corporate Website

Any information or documents of the Company posted on the Stock Exchange’s website will also be published
on the Company’s website (www.cutiatx.com). Other corporate information about the- Company’s business
developments, goals and strategies, corporate governance and risk-management will also be available on
the Company’s website.
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(d)

(e)

()

Shareholders’ Meetings

The annual general meeting and other general meetings of the Company are the primary forum for
communication between the Company and its Shareholders. The Company shall provide the Shareholders
with relevant information on the resolution(s) proposed at a general meeting in a timely manner in accordance
with the Listing Rules. The information provided shall be reasonably necessary to enable the Shareholders
to make an informed decision on the proposed resolution(s). The Shareholders are encouraged to participate
in general meetings or to appoint proxies to attend and vote at the meetings for and on their behalf if they
are unable to attend the meetings. Where appropriate or required, the Chairman of the Board and other
Board members, the chairmen of board committees or their delegates, and the external auditors should
attend general meetings of the Company to answer the Shareholders’ questions (if any). The chairman of the
independent board committee (if any) should also be available to answer questions at any general meeting
to approve a connected transaction or any other transaction that is subject to the independent Shareholders’
approval.

Shareholders’ Enquiries
Enquiries about Shareholdings

Shareholders should direct their enquiries about their shareholdings to the Company’s branch share registrar,
Tricor Investor Services Limited, via email to is-enquiries@hk.tricorglobal.com or call its hotline at (852) 2980
1333, or go in person to its public counter at 17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong.

Enquiries about Corporate Governance or Other Matters to be put to the Board and the Company

The Company will not normally deal with verbal or anonymous enquiries. Shareholders may send any
enquiries to the Board by email: ir@cutiatx.com or by post to 20/F, Huanzhi Building, 436 Heng Feng Road,
Jingan District, Shanghai, China.

Other Investor Relations Communication Platforms

Investor/analyst briefings, roadshows (both domestic and international), media interviews, marketing activities
for investors and specialist industry forums etc. will be launched on a regular/required basis.

Company’s Constitutional Documents

There was no change in the Company’s constitutional documents for the year ended 31 December 2023.

Dividend Policy

The Company has adopted a dividend policy on payment of dividends. The Company do not have any pre-determined
dividend payout ratio. Depending on the financial conditions of the Company and the Group and the conditions and
factors as set out in the dividend policy, dividends may be proposed and/or declared by the Board during a financial
year -and-any final dividend for a financial year will be subject to the Shareholders’ approval.
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DIRECTORS’ REPORT

The Board is pleased to present this annual report together with the audited consolidated financial statements of
the Group for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The Group is an R&D-driven, dermatology-focused biopharmaceutical company principally engaged in developing
comprehensive solutions that are tailored to meet the diverse and evolving needs of patients and consumers in the
broader dermatology treatment and care market.

A list of the Company’s subsidiaries, together with their places of incorporation and principal activities, is set out
in note 1 to the consolidated financial statements in this annual report.

BUSINESS REVIEW

A review of the business of the Group during the year, a discussion and analysis on the Group’s future business
development and the financial and operational key performance indicators employed by the Directors in measuring
the performance of the Group’s business are set out in the sections headed “Highlights” on page 6 of this annual
report, “Chairman Statement” on pages 4 to 5 of this annual report and “Management Discussion and Analysis” on
pages 8 to 17 of this annual report. Significant events that have an effect on the Group subsequent to the financial
year ended 31 December 2023 are set out in the section headed “Key Events After The Reporting Period” on page
10 of this annual report.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 15 May 2019, as an exempted limited liability company
under the laws of the Cayman Islands. The Company’s Shares were listed on the Main Board of the Stock Exchange
on 12 June 2023.

DIRECTORS

The Directors during the year ended 31 December 2023 and up to the date of this annual report were:

Executive Directors:
Ms. Zhang Lele (5R%£%%) (Chief Executive Officer)
Mr. Huang Yuging (=Ff &) (Chief Financial Officer)

Non-executive Directors:

Dr. Chen Lian Yong (FRiEZ) (Chairman of the Board)
Dr. Xie Qin (&)

Dr. Huang Xiao (& &)

Ms. Yang Yunxia ((5E8)

Independent Non-executive Directors:
Mr. Chung Ming Kit ($8A7R)

Mr. Tao Tak Yan Dennis (F97E{")

Mr. Ye Xiaoxiang (E:BE5)
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BIOGRAPHIES OF THE DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the Company are set out in the section headed
“Directors and Senior Management” on pages 58 to 64 of this annual report.

SERVICE CONTRACTS OF THE DIRECTORS

Each of Ms. Zhang Lele and Mr. Huang Yuqing, being our executive Directors, has entered into a service contract
with us for an initial term of three years commencing from the Listing Date, which may be terminated by not less
than 30 days’ notice in writing served by either the executive Director or our Company.

Each of Dr. Chen Lian Yong, Dr. Xie Qin, Dr. Huang Xiao and Ms. Yang Yunxia, being our non-executive Directors,
has entered into a service contract with us for an initial term of three years commencing from the Listing Date,
which may be terminated by not less than 30 days’ notice in writing served by either the non-executive Director or
our Company.

Each of Mr. Chung Ming Kit, Mr. Tao Tak Yan Dennis and Mr. Ye Xiaoxiang, being our independent non-executive
Directors, has entered into a letter of appointment with us for an initial term of three years commencing from the
Listing Date, which may be terminated by not less than 30 days’ notice in writing served by either the independent
non-executive Director or our Company.

Save as disclosed above, none of our Directors has entered, or has proposed to enter, a service contract with any
member of our Group (other than contracts expiring or determinable by the employer within one year without the
payment of compensation (other than statutory compensation)).

DIRECTORS’ RIGHTS TO PURCHASE SHARES OR DEBENTURES

Save as disclosed in this annual report, at no time during the Reporting Period was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate.

REMUNERATION OF THE DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS

Details of the Directors’ remuneration and the five highest paid individuals in the Group are set out in notes 8 and
9 to the consolidated financial statements in this annual report.

None of the Directors waived or agreed to waive any remuneration and there were no emoluments paid by the Group
to any of the Directors as an inducement to join, or upon joining the Group, or as compensation for loss of office.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive Directors an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that all of the independent non-
executive Directors are independent in accordance with the guidelines set out in the Listing Rules.

DIRECTORS INTERESTS IN COMPETING BUSINESSES

Saved as disclosed in this -annual report, as at 31 December 2023, none of the Directors or their respective
associates had engaged in or had any interest in any business which competes or may compete with the business
of the Group.
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DIRECTORS’ INTERESTS IN TRANSACTION, ARRANGEMENT OR CONTRACT OF
SIGNIFICANCE

Save as disclosed in this annual report, there was no transaction, arrangement or contract of significance subsisted
in which a Director or an entity connected with a Director was materially interested, whether directly or indirectly,
during or at the end of the Reporting Period.

RELATED PARTY TRANSACTIONS AND CONNECTED TRANSACTIONS

Details on related party transactions for the year ended 31 December 2023 are set out in note 29 to the consolidated
financial statements of this annual report. None of the related party transactions constitute “connected transactions”
or “continuing connected transactions” under Chapter 14A of the Listing Rules.

Save as disclosed above, during the Reporting Period, there was no connected transaction of the Group which has
to be disclosed in accordance with the Listing Rules.

PRINCIPAL RISKS AND UNCERTAINTIES

The following list is a summary of certain principal risks and uncertainties facing the Group, some of which are
beyond its control.

. We face substantial competition for the development of our products, as our competitors may discover,
develop or commercialize competing products earlier or more successfully than we do.

. Our business and financial prospects depend substantially on the success of our clinical stage and pre-
clinical stage drug candidates. If we are unable to successfully complete clinical development, obtain relevant
regulatory approvals or achieve commercialization of our product candidates, or if we experience significant
delays in any of the foregoing, our business, results of operations and financial condition may be adversely
affected.

. Adverse events or undesirable side effects caused by our product candidates could interrupt, delay or halt
clinical trials, delay or prevent regulatory approval, limit the commercial profile of an approved label, or result
in significant negative consequences following any regulatory approval or cause product liability claims, which
could expose us to costs and liabilities and adversely affect our operations and reputation.

. We have entered into collaborations or licensing arrangements and may seek collaborations or enter - into
licensing arrangements in the future. We may not realize the benefits of such collaborations or licensing
arrangements, and disputes may arise between us and our collaboration partners which could harm our
business.

. We are largely dependent on the sales of our commercialized products. If we fail to achieve or further promote
the widespread market acceptance of our products, or if we fail to grow or retain our customers or consumer
base, our business, results of operations and financial condition may be materially and adversely affected.

. Claims that our product candidates or the sale, distribution or use of our future products- infringes,
misappropriates or otherwise violates the patent or other intellectual rights of third parties could result in
costly litigation, the outcome of which would be uncertain, or could require substantial time and money to
resolve, even if litigation is avoided.

However, the above is not an exhaustive list. Investors are advised to make their own judgment or consult their
own investment advisors before making any investment in the Shares.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to fulfilling social responsibility, promoting employee benefits and development, protecting
the environment and giving back to community and achieving sustainable growth.

The Company’s Environmental, Social and Governance report will be prepared separately from this annual report
and will be published on the same date as the publication of this annual report.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS

As far as the Board and management are aware, the Group has complied in all material aspects with the relevant
laws and regulations that have a significant impact on the business and operation of the Group. The Group has
compliance policies and procedures in place and would seek professional legal advice from its legal advisers to
ensure that transactions and business to be performed by the Group are in compliance with the applicable laws
and regulations. During the Reporting Period, there was no material breach of, or non-compliance, with applicable
laws and regulations by the Group.

EMPLOYEES AND REMUNERATION POLICIES

A review of the employees and remuneration policies of the Group for the Reporting Period are set out in the section
headed “Management Discussion and Analysis” on pages 8 to 17 of this annual report.

RETIREMENT BENEFITS SCHEME

The Group participates in several defined contribution retirement schemes which cover the Group’s eligible
employees in the PRC, and a Mandatory Provident Fund Scheme for the employees in Hong Kong. Particulars of
these retirement schemes are set out in note 2.4 to the financial statements of this annual report.

There are no provisions under the scheme whereby forfeited contributions may be used to reduce existing level of
contributions.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2023, the following Directors and chief executive of the Company had or were deemed to have
interests or short positions in the shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of the laws of
Hong Kong) (the “SFO”)) (i) which were required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7-and 8 of Part XV of the SFO (including interests and short positions which they were taken or deemed
to have under such provisions of the SFO); or (ii) which were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or (iii) which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code:

Long Positions in the Underlying Shares of the Pre-IPO Equity Incentive Plan

Approximate
percentage of

Number of shareholding
Name of Director Capacity/Nature of interest Shares held (%)
Zhang Lele Beneficial owner 27,524,275 9.05
Huang Yuqing Beneficial owner 4,750,000 1.56
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Save as disclosed above, as at 31 December 2023, none of the Directors and chief executive of the Company
had any interests or short positions in any shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which he was taken or deemed to have under such provisions of the SFO), or which were required,
pursuant to Section 352 of the SFO, to be recorded in the register referred to therein or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2023, the following persons (not being Directors or chief executive of the Company) had, or
were deemed to have, interests or short positions in the shares and underlying shares of the Company which would
fall to be disclosed to the Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV
of the SFO or which were required to be recorded in the register of interests required to be kept by the Company
under Section 336 of the SFO:

Approximate
percentage of

Number of shareholding
Name of Shareholder Capacity/nature of interest Shares held (%)
6 Dimensions Capital, L.P. Beneficial owner 61,771,710 20.32
(“6 Dimensions LP”)Not3)
6 Dimensions Capital GP, LLC®Nete 3) Interest in controlled 65,022,855 21.39
corporation
Suzhou 6 Dimensions Venture Beneficial owner 60,516,000 19.90
Capital Partnership L.P.
(BN BANRAREAREE
(BR&R))Noe
Suzhou Tongyu Investment Management Interest in controlled 60,516,000 19.90
Partnership (Limited Partnership) corporation
(FEMNBHRREEREABPREREER))
(“Tongyu Investment”)Note 1)
Suzhou Frontline BioVentures Venture Beneficial owner 25,935,425 8.53
Capital Fund Il L.P. (/i@ —HiEIZE3%
BEBEEBERARE))NC
Suzhou Fuyan Venture Capital Interest in controlled 25,935,425 8.53
Management Partnership corporation
(Limited Partnership)
(BFEMNERAIXEREEEEREE
(BMR&%)) (“Fuyan VC”)Note D
Suzhou Yunchang Investment Interest in controlled 86,451,425 28.43
Consulting Co., Ltd. corporation
(FEMNBRREDRARAA)
(“Yunchang Investment”)ote )
Mr. Chen Ziging (Nete D Interest in controlled 86,451,425 28.43
corporation
Aurora Cutis Limited (Note 2) Beneficial owner 54,019,020 17.77
Futu Trustee Limited (Nete2) Interest in controlled 54,019,020 17.77

corporation

4]
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Approximate
percentage of

Number of shareholding
Name of Shareholder Capacity/nature of interest Shares held (%)
YF Dermatology Limited (Note 4 Beneficial owner 40,000,000 13.16
Yunfeng Fund IlI, L.P. Interest in controlled 40,000,000 13.16
(“Yunfeng LP”)(Note 4) corporation
Yunfeng Investment Ill, Ltd. Interest in controlled 40,000,000 13.16
(“Yunfeng GP”) (Note 4) corporation
Yunfeng Capital Limited Interest in controlled 40,000,000 13.16
(“Yunfeng Capital”) Note4) corporation
Mr. Ma Yun (Nete 4) Interest in controlled 40,000,000 13.16
corporation
Mr. Yu Feng (Nete4) Interest in controlled 40,000,000 13.16
corporation
HongShan Capital Growth Fund V, L.P Beneficial owner 25,714,285 8.46
("HongShan Capital”)Note %)
HSG Growth V Holdco Q, Ltd Interest in controlled 25,714,285 8.46
("HSG Growth V”)Noe5) corporation
HSG Growth V Management, L.P. Interest in controlled 25,714,285 8.46
("HSG LP”)Note 5) corporation
HSG Holding Limited (Nete %) Interest in controlled 25,714,285 8.46
corporation
SNP China Enterprises Limited™ote % Interest in controlled 25,714,285 8.46
corporation
Mr. Neil Nanpeng Shen®ot %) Interest in controlled 25,714,285 8.46
corporation
Fidelity Fundsete 6) Beneficial owner 16,749,245 5.51
FIL Limited®™ete 6) Interest in controlled 22,728,995 7.48
corporation
Pandanus Partners L.P.(MNote6) Interest in controlled 22,728,995 7.48
corporation
Pandanus Associates Inc.MNot6) Interest in controlled 22,728,995 7.48
corporation
Notes:
1. Suzhou 6 Dimensions is a limited partnership whose general partner is Tongyu Investment. As such, under the SFO,

Tongyu Investment is deemed to be interested in the Shares held by Suzhou 6 Dimensions.

Suzhou Frontline Il-is a limited partnership whose general partner is Fuyan VC. As such, under the SFO, Fuyan VC is
deemed to be interested in the Shares held by Suzhou Frontline 1.

Tongyu Investment and Fuyan VC are limited partnerships whose general partner is Yunchang Investment, which is wholly-
owned by Mr. Chen Ziging. As such, under the SFO, each of Yunchang Investment and Mr. Chen Ziqing is deemed to be

interested in the Shares held by Suzhou 6 Dimensions and Suzhou Frontline II.
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2. Upon exercise of the options and settlement of the share awards granted under the Pre-IPO Equity Incentive Plan, a total
of 53,642,920 Shares under the options and share awards granted under the Pre-IPO Equity Incentive Plan will be issued
to Aurora Cutis Limited, a company incorporated in BVI and wholly owned by Futu Trustee Limited (the “Trustee”), the
trustee of Aurora Cutis Employee Trust (“Trust I”), the trust set up by the Company to facilitate the administration of the
Pre-IPO Equity Incentive Plan. Pursuant to the trust deed of Trust I, all options and share awards will be held by Aurora
Cutis Limited and administered under Trust | by the Trustee, solely for the benefit of the identified grantees under the
Pre-IPO Equity Incentive Plan. By virtue of the SFO, Futu Trustee Limited is deemed to be interested in the options and
share awards held by Aurora Cutis Limited. From the Listing Date to 31 December 2023, 376,100 Shares were cancelled
in Trust I.

3. 6 Dimensions LP and 6 Dimensions Affiliates Fund, L.P. (“6 Dimensions Affiliates”) are limited partnerships whose
general partner is 6 Dimensions Capital GP, LLC. As such, under the SFO, 6 Dimensions Capital GP, LLC is deemed to
be interested in Shares held by 6 Dimensions LP and 6 Dimensions Affiliates.

4. YF Dermatology Limited is a private company controlled by Yunfeng LP, whose general partner is Yunfeng GP. Yunfeng
GP is solely managed by Yunfeng Capital, which in turn is controlled by Mr. Yu Feng and Mr. Ma Yun as to 60% and 40%,
respectively. As such, under the SFO, each of Yunfeng LP, Yunfeng GP, Yunfeng Capital, Mr. Yu Feng and Mr. Ma Yun
is deemed to be interested in the Shares held by YF Dermatology Limited.

5. HSG Growth V 2020-C, L.P. ceased to have interest in the shares in the Company as a result of the distribution in specie
of 34,285,715 shares in the Company to its limited partners. As such, HSG Growth V Holdco Q, Ltd, being a 75% limited
partner of HSG Growth V 2020-C, L.P., was distributed 25,714,285 shares in the Company. As a result, SNP China
Enterprises Limited’s deemed interest in the Company’s shares through HSG Growth V Holdco Q, Ltd decreased.

The general partner of HongShan Capital is HSG Growth V whose general partner is HSG LP. HSG LP is a wholly-owned
subsidiary of SNP China Enterprises Limited, whose sole shareholder is Mr. Neil Nanpeng Shen. As such, under the SFO,
each of HSG Growth V, HSG LP, HSG Holding Limited, SNP China Enterprises Limited and Mr. Neil Nanpeng Shen is
deemed to be interested in the Shares held by HongShan Capital.

6. Fidelity China Special Situations PLC, Fidelity Investment Funds and Fidelity Funds, are advised or sub-advised by FIL
Investment Management (Hong Kong) Limited, which are ultimately controlled by FIL Limited. FIL Limited is controlled
by Pandanus Partners L.P., whose general partner is Pandanus Associates Inc.. As such, under the SFO, each of FIL
Investment Management (Hong Kong) Limited, FIL Limited, Pandanus Partners L.P. and Pandanus Associates Inc. is
deemed to be interested in Shares held by Fidelity China Special Situations PLC, Fidelity Funds and Fidelity Investment
Funds.

Save as disclosed above, as at 31 December 2023, none of the substantial or significant shareholders or other
persons, other than the Directors and chief executive of the Company whose interests are set out in the paragraph
headed “Directors’ and Chief Executive’s Interests and Short Positions in the Shares, Underlying Shares and
Debentures of the Company and its Associated Corporations” above, had any interests or short positions in the
Shares or underlying Shares as recorded in the register required to be kept by the Company under Section 336
of the SFO.
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EQUITY INCENTIVE PLANS

The number of Shares that may be issued in respect of options and awards granted under all schemes of the
Company during the year ended 31 December 2023 divided by the weighted average number of Shares of the
Company for the year ended 31 December 2023 is 0% as no option or award was granted under all schemes of
the Company during the year ended 31 December 2023.

The following is a summary of the principal terms of the Pre-IPO Equity Incentive Plan, which was adopted by the
Company and took effect on 23 August 2019.

1. Pre-IPO Equity Incentive Plan

(a)

(b)

(c)

(d)

(e)

44

Purpose

The purpose of the Pre-IPO Equity Incentive Plan is to promote the success of the Company and the
interests of its Shareholders by providing a means through which the Company may grant equity-
based incentives to attract, motivate, retain and reward certain officers, employees, directors and
other eligible persons and to further link the interests of award recipients with those of the Company’s
Shareholders generally.

Eligibility

An officer (whether or not a director) or employee of the Company or any of its affiliates, any member
of the Board or any director of one of the Company’s affiliates, or any individual consultant or advisor
who renders or has rendered bona fide services (other than services in connection with the offering or
sale of securities of the Company or one of its affiliates, as applicable, in a capital raising transaction
or as a market maker or promoter of that entity’s securities) to the Company or one of its affiliates.

Maximum number of Shares

Under the Pre-IPO Equity Incentive Plan, the maximum number of Shares that may be delivered
pursuant to options and share awards (the “Awards”) granted under the Pre-IPO Equity Incentive
Plan will not exceed the limit as duly approved by the shareholders of the Company from time to time.
The maximum number of Shares the Company is authorized to issue is 70,685,670 Shares upon the
completion of Share Subdivision as defined in the Prospectus under the Pre-IPO Equity Incentive Plan.

Maximum entitlement of each participant

The terms of the Pre-IPO Equity Incentive Plan have no limit on the maximum entitlement of each
participant.

Administration

The Pre-IPO Equity Incentive Plan shall be administered, and all Awards under the Pre-IPO Equity
Incentive Plan shall be authorized, by the administrator. The “administrator” means the Board or one
or more committees appointed by the Board or another committee (within its delegated authority) to
administer all or certain aspects of the Pre-IPO Equity Incentive Plan. The administrator may delegate
ministerial, non-discretionary functions to individuals who are officers or employees of the Company
or any of its affiliates or to third parties.
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Aurora Cutis Limited is a company incorporated in BVI and wholly owned by Futu Trustee Limited, the
trustee of Trust I, the trust set up by the Company on 25 October 2021. Pursuant to the trust deed
of Trust I, options and share awards with 53,642,920 underlying Shares will be held by Aurora Cutis
Limited and administered under Trust | by the Trustee, solely for the benefit of the identified grantees
(collectively “Trust Beneficiaries Group I”) under the Pre-IPO Equity Incentive Plan. From the Listing
Date to 31 December 2023, 376,100 Shares were cancelled in Trust I.

Aurora Cutis Employee Il Trust (“Trust II”) was set up by the Company with Futu Trustee Limited as
the Trustee on 1 December 2023. Pursuant to the trust deed of Trust Il, upon exercise of the options
and settlement of the share awards granted under the Pre-IPO Equity Incentive Plan, 8,572,580 Shares
will be issued to and held by the Trustee and administered under Trust Il by the Trustee, solely for
the benefit of the identified grantees (collectively “Trust Beneficiaries Group II") under the Pre-IPO
Equity Incentive Plan.

Trust | and Trust Il were set up by the Company to facilitate the administration of the Pre-IPO Equity
Incentive Plan.

Pursuant to agreements between the grantees and the Company, 6,786,920 Shares will be held by
the grantees directly upon the exercise of options and/or delivery of share awards.

Awards

The Pre-IPO Equity Incentive Plan is divided into two separate equity programs: (1) the option and
share appreciation rights (the “SAR”) grant program under which eligible persons may, at the discretion
of the administrator, be granted options and/or SARs, and (2) the share award program under which
eligible persons may, at the discretion of the administrator, be awarded restricted or unrestricted
Shares or restricted share units. No options and share awards representing under the Pre-IPO Equity
Incentive Plan will be further granted.

Period of the Pre-IPO Equity Incentive Plan

The Pre-IPO Equity Incentive Plan is effective for a period of 10 years from 23 August 2019 and the
remaining life of the Pre-IPO Equity Incentive Plan as of the date of this annual report is around 5
years.

Options and SAR

(a)

Award agreement and general

Each option or SAR shall be evidenced by an award agreement (the “Award Agreement”) in the form
approved by the administrator. The Award Agreement evidencing an option or SAR shall contain the
terms established by the administrator for that Award and any other terms, provisions, or restrictions
that the administrator may impose on the option or SAR or any Shares subject to the option or SAR.
The administrator may require that the recipient of an option or SAR promptly execute and return to
the Company his or her Award Agreement evidencing the Award. In addition, the administrator may
require that the spouse of any married recipient of an option or SAR also promptly execute and return
to the Company the Award Agreement evidencing the Award granted to the recipient or such other
spousal consent form that the administrator may require in connection with the grant of the Award.
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(b)

Price

The administrator will determine the purchase price per share of the Shares covered by each option
(the “exercise price” of the option) at the time of the grant of the option, which exercise price will be
set forth in the applicable Award Agreement, with the following factors.

(i) the par value of Share;
(i) subject to clause (iii) below, 100% of the fair market value of a Share on the date of grant; or
(iii)  in the case of an option granted to a participant, possessing more than 10% of the total

combined voting power of all classes of shares of the Company, 110% of the Fair market value
of a Share on the date of grant.

The administrator will determine the base price per share of the Shares covered by each SAR at the time of
the grant of the SAR, which base price will be set forth in the applicable Award Agreement and will not be
less than 100% of the fair market value of a Share on the date of grant of the SAR.

(c)

(d)

Vesting, term and exercise

An option or SAR may be exercised only to the extent that it is vested and exercisable. The
administrator will determine the vesting and/or exercisability provisions of each option or SAR (which
may be based on performance criteria, passage of time or other factors or any combination thereof),
which provisions will be set forth in the applicable Award Agreement. Unless the administrator
otherwise expressly provides, once exercisable an option or SAR will remain exercisable until the
expiration or earlier termination of the option or SAR.

Each option and SAR shall expire not more than 10 years after its date of grant. Any exercisable option
or SAR will be deemed to be exercised when (a) the applicable exercise procedures in the related
Award Agreement have been satisfied (or, in the absence of any such procedures in the related Award
Agreement, the Company has received written notice of such exercise from the participant), and (b)
in the case of an option, the Company has received any required payment, and (c) in the case of an
option or SAR, the Company has received any written statement.

Termination of employment

Unless otherwise provided in the applicable Award Agreement, if a participant’'s employment by or
service to the Company or any of its affiliates is terminated by such entity for cause, the participant’s
option or SAR will terminate on the participant’s severance date, whether or not the option or SAR is
then vested and/or exercisable.
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Share Award Program

(a)

(b)

(c)

General

Each share award shall be evidenced by an Award Agreement in the form approved by the
administrator. The Award Agreement evidencing a share award shall contain the terms established
by the administrator for that share award, as well as any other terms, provisions, or restrictions that
the administrator may impose on the share award (including, but not limited to, the number of Shares
subject to such share award); in each case subject to the applicable provisions and limitations of this
Plan. The administrator may require that the recipient of a share award promptly execute and return to
the Company his or her Award Agreement evidencing the share award. In addition, the administrator
may require that the spouse of any married recipient of a share award also promptly execute and
return to the Company the Award Agreement evidencing the share award granted to the recipient or
such other spousal consent form that the administrator may require in connection with the grant of
the share award.

Price

The administrator will determine the purchase price per share of the Shares covered by each share
awards at the time of grant of the Award. In no case will such purchase price be less than the par
value of the Shares.

Vesting, settlement and term

The restrictions imposed on the Shares subject to a restricted share award and the vesting conditions
applicable to each restricted share unit award (which may in each case be based on performance
criteria, passage of time or other factors or any combination thereof) will be set forth in the applicable
Award Agreement. Unless otherwise set forth in an Award Agreement, a restricted share unit award
may, in the discretion of the administrator, be settled in Shares or cash (or a combination thereof).

Any payment of cash or delivery of shares in payment for a share award, if applicable, may be delayed
until a future date if specifically authorized by the administrator in writing and by the participant.

Below is a list of the grantees of the outstanding options who are (i) Directors, (ii) senior management (other
than connected persons), (iii) consultants and (iv) other employees, of the Company under the Pre-IPO
Equity Incentive Plan.

As at 1 January 2023, no share option was available for grant under the Pre-IPO Equity Incentive Plan. In
connection with the listing of the Shares on the Stock Exchange on 12 June 2023, the Board has approved
that upon listing, the Company will not grant any additional share options under the Pre-IPO Equity Incentive
Plan. Accordingly, no share option was available for grant under the Pre-IPO Equity Incentive Plan as of the
Listing Date and 31 December 2023, respectively.
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As at 31 December 2023, pursuant to the Pre-IPO Equity Incentive Plan, the Company had granted:

(i) to directors, senior management, consultants and employees of the Group outstanding options to
subscribe for 33,255,305 Shares, representing approximately 10.9% of the total issued share capital
of the Company as at 31 December 2023 and as at the date of this report.

(if) to the five highest paid individuals of the Group outstanding options to subscribe for 23,474,440 Shares,
representing approximately 7.7% of the total issued share capital of the Company as at 31 December
2023.

(iii)  to other grantees (excluding directors and the five highest paid individuals) of the Group outstanding
options to subscribe for 9,780,865 Shares, representing approximately 3.2% of the total issued share
capital of the Company as at 31 December 2023.

Number of options
Fair value Exercised  Cancelled  Lapsed

Name and per share Asof duringthe duringthe during the As of

category of Exercise ~ asofgrant theListing Reporting Reporting  Reporting 31 December

participant Date of grant  Price date Date Period Period Period 2023 Vesting Period Exercise Period

Directors

Ms.Zhanglele 23 August2019  USS0.06  US0.26918 10,285,715 - - - 1028575 5years 10 years from the vesting

commencement date
26 February 2021 USS0.396  USS0.62362 6,988,325 - - - 6988325  5years” 10 years from the vesting
commencement date
19 October 2022 USS0.06  US$1.19946 202,19 - - - 202195 Syears and Performance- 10 years from the vesting
Based Vesting"? commencement date
19 October 2022 USS0.396  US$0.93300 49,965 - - - 49965 5 years and Performance- 10 years from the vesting
Based Vesting"? commencement date
Mr. Huang Yuging 10 July 2021 US§0.06  US§0.95794 592,010 - - - 592,010 5years 10 years from the vesting
commencement date
10 July 2021 USS0.306  USS0.70828 1,711,195 - - - 95 Syears 10 years from the vesting
commencement date
28 February 2022 USS0.06  USS1.29184 2,910 - - - 21970 5years and Performance- 10 years from the vesting
Based Vesting"? commencement date
Senior Management (Except for Ms. Zhang Lele and Mr. Huang Yuging)
Mr. Zhu Qi 28 February 2020  USS0.06  USS0.26918 1,714,265 - - - AT4285  Syears” 10 years from the vesting
commencement date
26 February 2021 USS0.396  USS0.62362 385,715 - - - M5 Syears” 10 years from the vesting
commencement date
28 February 2022 -USS0.06  USS1.29184 2930 - - - 29320 5years and Performance- 10 years from the vesting
Based Vesting"? commencement date
Mr. Lei Lei 24 April 2020 USS0.06- -~ US$0.26934 450,000 - - - 450000 Byears” 10 years from the vesting
commencement date
26 February 2021~ -US$0.396 - - USS0.62782 500,000 - - - 500000 5 years” 10 years from the vesting
commencement date
28 February 2022 -USS0.06. - - US§1.29184 20,220 - - - 20220 5years and Performance- 10 years from the vesting
Based Vesting"? commencement date
Ms. Zhang Chunna - 28 February 2020- -US§0.06- - - US§0.26970 - - 1,028,570 - - - 108570 5years” 10 years from the vesting
commencement date
26 February 2021 ~US$0.396 - - USS0.62782 211430 - - - 430 Syears” 10 years from the vesting
commencement date
28 February 2022 -USS0.06- - - US§1.29184 2915 - - - 2915 5years and Performance- 10 years from the vesting
Based Vesting"? commencement date
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Number of options
Fair value Exercised  Cancelled  Lapsed
Name and per share Asof duringthe duringthe during the As of
category of Exercise ~ asofgrant theListing Reporting  Reporting  Reporting 31 December
participant Date of grant ~ Price date Date Period Period Period 2023 Vesting Period Exercise Period
Ms. Xu Jingxin 15 September 2020 USS0.06  US$0.67714 308,570 - - - 08570 5years 10 years from the vesting
commencement date
26 February 2021 US§0.39  US$0.64578 191,430 - - - 191430 5years” 10 years from the vesting
commencement date
28 February 2022 US§0.06  USH1.29184 17,925 - - - 17525 5yearsand Performance- 10 years from the vesting
Based Visting"? commencement date
Mr. Wu Jiaru 28 February 2020 US§0.06  US$0.26918 642,895 - - - 642895 Syears” 10 years from the vesting
commencement date
26 February 2021 US$0.39  US$0.62362 307,145 - - - 75 Syears 10 years from the vesting
commencement date
28 February 2022 US§0.06  USH1.29184 16,850 - - - 16850 5 years and Performance- 10 years from the vesting
Based Visting"? commencement date
Consultants
Dr. StevenBrian 23 August 2019 nil USS0.04040 1,097,145 - - - 1097145 Vested at the date of grant 10 years from the vesting
Landau MD commencement date
Dr. Zhang Jie 28 February 2020 US§0.06  US$0.26892 857,145 - - - 7 Syears” 10 years from the vesting
commencement date
Ms. Zhang Jingyuan 15 September 2020 USS0.06  USS0.87690 34,285 - - - 3285 5years’ 10 years from the vesting
commencement date
Other employegs ~ From 28 February  USS0.06t  US$0.26888- 5,671,530 - - 169005 5502525  Syearsor 10 years from the vesting
202010 USS0.306  US$1.29184 5 years and Performance-  commencement date
19 October 2022 Based Vesting 12
Total 33424310 - - 169,005 3329530
Notes:
(1) The Grantees will vest in twenty percent of the option on the one year anniversary of the vesting commencement

(2)

date and an additional one sixtieth of the option upon each successive monthly anniversary (or if there is no
corresponding day, on the last day of such month) for the next 48 months following such one-year anniversary,
subject generally to the Grantees continuing to be an employee of the Company through each such date (the
“Time-Based Vesting”).

Subject to the fulfilment of the Time-Based Vesting set forth above, the Option only become vested on each Time-
Based Vesting Date, subject to the Grantee’s continued employment with the Company through-the applicable
Time-Based Vesting Date and the achievement of the applicable performance target for the applicable fiscal year
of the Company ending immediately prior to the applicable Time-Based Vesting Date (the “Performance-Based
Vesting”, each such fiscal year, a “Fiscal Year”, and each such performance target, a “Performance Target”).
Each Performance Target shall be decided by the Company annually, initially the Performance Target shall be the
Grantee has received at least three points in the Performance Target annual review:
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Below is a list of the grantees of the outstanding share awards who are (i) connected persons, (ii) senior
management (other than connected persons), and (iii) other employees (who are all current employees but
not Directors, members of senior management, consultants or connected persons of the Company) under

the Pre-IPO Equity Incentive Plan.

As at 1 January 2023, no share award was available for grant under the Pre-IPO Equity Incentive Plan. In
connection with the listing of the Shares on the Stock Exchange on 12 June 2023, the Board has approved
that upon listing, the Company will not grant any additional share awards under the Pre-IPO Equity Incentive
Plan. Accordingly, no share award was available for grant under the Pre-IPO Equity Incentive Plan as of the

Listing Date and 31 December 2023, respectively.

As at 31 December 2023, pursuant to the Pre-IPO Equity Incentive Plan, the Company had granted:

(i) to directors, senior management and employees of the Group outstanding share awards to subscribe
for 35,747,115 Shares, representing approximately 11.8% of the total issued share capital of the

Company as at 31 December 2023 and as at the date of this report.

(ii) to the five highest paid individuals of the Group outstanding share awards to subscribe for 20,049,835

Shares, representing approximately 6.6% of the total issued share capital of the Company as at 31

December 2023.

(iii)  to other grantees (excluding directors and the five highest paid individuals) of the Group outstanding
share awards to subscribe for 15,697,280 Shares, representing approximately 5.2% of the total issued

share capital of the Company as at 31 December 2023.

Number of awards
Fair value Vested®  Cancelled Lapsed
Name and per share Asof  duringthe  duringthe  during the As of
category of asof thelisting  Reporting  Reporting  Reporting 31 December
participant Date of grant grant date Date Period Period Period 2023 Vesting Period
Directors
Ms. Zhang Lele 19 October 2022 US$1.25838 9,248,075 - - - 9,248,075 4 years and Performance-
Based Vesting?
20 November 2022 US$1.25840 750,000 - - - 750,000 4.5 years and Performance-
Based Vesting?
Mr. Huang Yuging - - 28 February 2022 US$1.35096 1,580,100 - - - 1,580,100 4 years and Performance-
Based Vesting?
20 November 2022 - - -US$1.25840 838,725 - - - 838,725 4.5 years and Performance-
Based Vesting
Senior Management (Except for Ms: Zhang Lele and Mr; Huang Yuging)
Mr. Zhu Qi 28 February 2022 US$1.35096 1,970,450 - - - 1,970,450 4 years and Performance-
Based Vesting?
20 November 2022 - - -US$1.25840 650,230 - - - 650,230 4.5 years and Performance-

Based Vesting®
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Number of awards
Fair value Vested®  Cancelled Lapsed

Name and per share Asof  duringthe  duringthe  during the As of

category of asof thelisting  Reporting  Reporting  Reporting 31 December

participant Date of grant grant date Date Period Period Period 2023 Vesting Period

Mr. Lei Lei 28 February 2022 US$1.35096 1,857,205 - - - 1,857,205 4 years and Performance-
Based Vesting

20 November 2022 US$1.25840 422,575 - - - 422,515 4.5 years and Performance-

Based Vesting?

Ms. Zhang Chunna 28 February 2022 US$1.35096 1,881,500 - - - 1,881,500 4 years and Performance-

Ms. Xu Jingxin 28 February 2022 US$1.35096 1,932,915 - -

Mr. Wu Jiaru 28 February 2022 US$1.35096 1,389,340 - -

Based Vesting®
20 November 2022 US$1.25840 45,585 - - - 45585 4.5 years and Performance-
Based Vesting?
1,932,915 4 years and Performance-
Based Vesting?
799,560 4.5 years and Performance-
Based Vesting®
1,389,340 4 years and Performance-
Based Vesting
393,810 4.5 years and Performance-
Based Vesting?

20 November 2022 US$1.25840 799,560 - -

20 November 2022 US§1.25840 393,810 - -

Other employees  From 1 December ~ US$1.25838- 12,624,765 - - 637,720 11,987,045 4 years and Performance-
202110 US§1.35096 Based Vesting or
20 November 2022 4.5 years and Performance-

Based Vesting™?

Total

36,384,835 - - 637,720 35,747,115

Notes:

Q)

(2)

(3)

25% of the restricted shares units (the “RSUs”) shall vest on the one year anniversary (or for share awards granted
in November 2022, one and a half years anniversary) of the vesting commencement date and an additional 25%
of the RSUs upon each successive one year anniversary for the next 3 years following such one-year anniversary,
subject generally to the Awardees continuing to be an employee of the Company through each such date.

Subject to the fulfilment of the Time-Based Vesting set forth above, the Share Awards only become vested on each
Time-Based Vesting Date, subject to the Grantee’s continued employment with the Company through the applicable
Time-Based Vesting Date and the achievement of the applicable performance target for the applicable fiscal year
of the Company ending immediately prior to the applicable Time-Based Vesting Date (the “Performance-Based
Vesting”, each such fiscal year, a “Fiscal Year”, and each such performance target, a “Performance Target”).
Each Performance Target shall be decided by the Company annually, initially the Performance Target shall be the
Grantee has received at least three points in the Performance Target annual review.

According to the Pre-IPO Equity Incentive Plan, upon vesting of the share awards, the participants are required
to pay the stipulated purchase price before the Company issues certificates evidencing the Shares awarded
pursuant to the share awards. The consideration paid upon delivery of each Share underlying the share awards
is US$0.00002.
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Post-IPO Equity Incentive Plan

The Post-IPO Equity Incentive Plan was conditionally approved and adopted in compliance with Chapter 17
of the Listing Rules by resolution of our then shareholders on 30 May 2023.

(a)

(b)

Purpose

The purpose of the Post-IPO Equity Incentive Plan is to incentivize and reward the Eligible Participants
(as defined below) for their contribution to the Group and to align their interests with that of our
Company so as to encourage them to work towards enhancing the value of our Company.

Eligible Participants

The Board (which expression shall, for the purpose of this paragraph, include the Board or a duly
authorized committee thereof) may, at its absolute discretion, offer to grant an option or a share award
to subscribe for such number of Shares as the Board may determine to (a) an employee (whether full
time or part-time) or a director of our Company or any of its subsidiaries (the “Eligible Employee(s)”)
and (b) a consultant who provides services to the Group on a continuing and recurring basis in
its ordinary and usual course of business which are material to the long term growth of the Group
(“Service Provider(s)”, together with the Eligible Employees referred as the “Eligible Participant(s)”).

For the avoidance of doubt, Service Providers shall exclude placing agents or financial advisers
providing advisory services for fundraising, mergers or acquisitions, and any professional service
providers such as auditors or valuers.

The eligibility of any Eligible Employees shall be determined by the Board from time to time on the
basis of the Board’s opinion as to, among others, the participant’s individual performance, time
commitment, responsibilities or employment conditions according to the prevailing market practice and
industry standard, the length of engagement with the Group and the actual or potential contribution
to the development and growth of the Group.

The eligibility of any Service Providers shall be determined by the Board from time to time on the
basis of the Board’s opinion as to, among others, their contribution to the development and growth
of the Group, the prevailing market practice and industry standard, the actual degree of involvement
in and/or cooperation with the Group and length of collaborative relationship the Service Providers
has established with the Group, and the amount of support, assistance, guidance, advice, efforts
and contributions the Service Providers has exerted and given towards the success of the Group,
and/or whether the person is regarded as a valuable consultant of the Group, taking into account
the knowledge, experience, qualification, expertise and reputation of the Service Providers or other
relevant factors (including without limitation technical know-how, market competitiveness, synergy
between him/her and the Group and his/her strategic value).
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(c) Maximum number of Shares

(i)

(iii)

Subject to paragraphs (iv) and (v) below, the total number of Shares which may be issued upon
exercise of all options and share awards to be granted under the Post-IPO Equity Incentive
Plan shall not in aggregate exceed 10% of the relevant class of Shares in issue on the day on
which trading of the Shares commences on the Stock Exchange (the “Plan Mandate Limit”),
being 30,402,446 Shares (excluding any Shares which may be issued upon the exercise of
the Over-allotment Option). Options and share awards lapsed in accordance with the terms of
the Post-IPO Equity Incentive Plan will not be counted for the purpose of calculating the Plan
Mandate Limit.

Subject to paragraph (i) above, within the Plan Mandate Limit, the total number of Shares which
may be issued upon exercise of all options and share awards to be granted to Service Providers
shall not exceed 1% of the relevant class of Shares in issue on the day on which trading of the
Shares commences on the Stock Exchange, being 3,040,244 Shares (the “Service Providers
Sublimit”).

Subject to paragraph (iv) below, the Plan Mandate Limit and the Service Providers Sublimit
may be refreshed at any time after three years from the date of Shareholders’ approval for
the last refreshment (or the date on which the Post-IPO Equity Incentive Plan is adopted, as
the case may be) by approval of the Shareholders in general meeting provided that (1) any
controlling shareholders and their associates (or if there is no controlling shareholder, directors
(excluding independent non-executive directors) and the chief executive of our Company and
their respective associates) must abstain from voting in favor of the relevant resolution at the
general meeting; and (2) our Company must comply with the requirements under Rules 13.39(6),
13.39(7), 13.40, 13.41 and 13.42 of the Listing Rules. The requirements under (1) and (2) of
this paragraph do not apply if the refreshment is made immediately after an issue of securities
by our Company to the Shareholders on a pro rata basis as set out in Rule 13.36(2)(a) of the
Listing Rules such that the unused part of the plan mandate (as a percentage of the relevant
class of Shares in issue) upon refreshment is the same as the unused part of the plan mandate
immediately before the issue of securities, rounded to the nearest whole Share.

The total number of Shares which may be issued upon exercise of all options and share awards
to be granted under the Post-IPO Equity Incentive Plan and any other plans of our Company
under the plan mandate as refreshed must not exceed 10% of the relevant class of Shares in
issue as at the date of approval of the refreshed plan mandate.

Without prejudice to paragraph (iv) above, our Company may seek separate Shareholders’
approval in a general meeting to grant options and/or share awards beyond the Plan Mandate
Limit to participants specifically identified by our Company before such approval is sought.
In such event, our Company must send a circular to its Shareholders containing a general
description of the specified participants, the number and terms of options and/or share awards
to be granted, the purpose of granting options and/or share awards to the specified participants
with an explanation as to how the terms of the options and/or share awards will serve such
purpose and all other information required under the Listing Rules.
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(d)

(e)

()

()

Maximum entitlement of a grantee

Where any grant of options or share awards to a participant would result in the Shares issued and to be
issued upon exercise of all options and/or share awards granted and to be granted to such participant
(excluding any options and share awards lapsed in accordance with the terms of the Post-IPO Equity
Incentive Plan) in the 12-month period up to and including the date of such grant representing in
aggregate over 1% of the relevant class of Shares in issue, such grant must be separately approved
by the Shareholders in general meeting with such participant and his/her close associates (or his/her
associates if the participant is a connected person) abstaining from voting. The number and terms
(including the exercise price) of options and/or share awards to be granted to such participant must
be fixed before Shareholders’ approval.

Subscription price

The amount payable for each Share to be subscribed for under an option (the “Subscription Price”)
in the event of the option being exercised shall be determined by the Board or a duly authorized
committee thereof at its absolute discretion, which shall be not less than the highest of:

(i) the nominal value of a Share;

(i) the closing price of the Shares as stated in the Stock Exchange’s daily quotations sheet on the
date of grant, which must be a business day; and

(iii)  the average closing price of the Shares as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the date of grant.

The amount payable for each Share to be subscribed for under a share award (the “Purchase
Price”) shall be determined by the Board or a duly authorized committee thereof at its absolute
discretion, based on considerations such as the prevailing closing price of the Shares, the
purpose of the share award and the contribution of the Eligible Participant.

Duration

The Post-IPO Equity Incentive Plan shall be valid and effective for a period of 10 years commencing
on the date when the Post-IPO Equity Incentive Plan becomes unconditional, after which period no
further options or share awards will be granted by the provisions of the Post-IPO Equity Incentive Plan,
but the provisions of the Post-IPO Equity Incentive Plan shall remain in full force and effect to the
extent necessary to give effect to the exercise of any options or share awards granted prior thereto or
otherwise as may be required in accordance with the provisions of the Post-IPO Equity Incentive Plan.

No options or share awards had been granted or agreed to be granted under the Post-IPO Equity
Incentive Plan since the Listing Date and up to the date of this report. Options and share awards
to subscribe for 30,402,446 Shares remained available for grant as at both the Listing Date and 31
December 2023.

Period of the Post-IPO Equity Incentive Plan

The Post-IPO Equity Incentive Plan is effective for a period of 10 years from 30 May 2023 and the
remaining life of the Post-IPO- Equity Incentive Plan as of the date of this annual report is around 9
years.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2023, the Group recognized revenue of RMB137.6 million. Our customers mainly
include commercial customers and distributors with good scale advantages (or group customers). During the
Reporting Period, sales from the Group’s five largest customers accounted for approximately 41.2% (2022: 40.9%)
of the Group’s total sales amount. The Group’s largest customer for the year ended 31 December 2023 accounted
for approximately 20.0% of the Group’s total sales amount for the same year (2022: 39.4%). The Board believes that
there was no material reliance on major customers and no material related risk was noted in the Reporting Period.

For the year ended 31 December 2023, purchases from the Group’s five largest suppliers accounted for
approximately 27.0% (2022: 43.6%) of the Group’s total purchase amount. The Group’s largest supplier for the
year ended 31 December 2023 accounted for approximately 8.5% (2022: 15.9%) of the Group’s total purchase
amount for the same year.

None of the Directors, their respective close associates, or any shareholder of the Company (which to the knowledge
of the Directors owns more than 5% of the Company’s issued share capital) has any interest in any of the Group’s
five largest customers or suppliers.

During the year ended 31 December 2023, the Group did not experience any significant disputes with its customers
or suppliers.

RELATIONSHIP WITH EMPLOYEES, SUPPLIERS AND CUSTOMERS

The Group understands the importance of maintaining a good relationship with its employees, suppliers, customers
and other stakeholders to meet its immediate and long-term goals. The Group will continue to ensure effective
communication and maintain good relationship with each of its key stakeholders.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business
of the Company were entered into or existed during the Reporting Period.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in note 1 to the consolidated financial statements in this
annual report.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as at 31 December 2023 are set out in note 22 to the
consolidated financial statements in this annual report.

LOAN AGREEMENT

During the Reporting Period, the Company had not breached any terms of its loan agreements for loans that are
significant to its operations.

PERMITTED INDEMNITY

Pursuant to the Articles of Association and subject to the applicable laws and regulations, every Director shall be
indemnified and secured harmless out of the assets and profits of the Company against all actions, costs, charges,
losses, damages and expenses which they or any of them may incur or sustain in or about the execution of their
duty in their offices.

The Company has arranged appropriate liability insurance coverage for the Directors and senior management of
the Group during the year ended 31 December 2023.
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RESULTS AND DIVIDEND

The results of the Group for the Reporting Period are set out in the consolidated financial statements on pages 69
to 129 of this annual report. The Board does not recommend any payment of final dividend for the year ended 31
December 2023.

SHARE CAPITAL

Details of movements in share capital of the Company during the Reporting Period are set out in note 24 to the
consolidated financial statements in this annual report.

RESERVES

As at 31 December 2023, the Company did not have any distributable reserves.

Details of the movements in the reserves of the Group and the Company during the Reporting Period are set out
in note 25 to the consolidated financial statements in this annual report.

DONATIONS
During the Reporting Period, the Group did not make any charitable donations (2022: nil).

DEBENTURE ISSUED

The Group did not issue any debenture during the Reporting Period.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the Reporting Period are set out in
note 13 to the consolidated financial statements in this annual report.

USE OF PROCEEDS FROM LISTING

An analysis on the use of proceeds from listing is set out in the “Management Discussion and Analysis” section on
pages 8 to 17 of this annual report.

PURCHASE, SALE AND REDEMPTION OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the listed securities of
the Company since the Listing and up to 31 December 2023.

EQUITY-LINKED AGREEMENTS

Save for the Pre-IPO Equity Incentive Plan as set out in this annual report, no equity-linked agreements were
entered into by the Company, or existed during the Reporting Period.

AGM AND CLOSURE OF REGISTER OF MEMBERS

The AGM will be held on Wednesday, 5 June 2024. A notice convening the AGM is expected to be published and
despatched to the Shareholders in due course in accordance with the requirements of the Listing Rules.

For determining the qualification as members of the Company to attend and vote at the AGM, the register of
members of the Company will be closed from Thursday, 30 May 2024 to Wednesday, 5 June 2024, both dates
inclusive, during which period no transfer of Shares will be registered. In order to be eligible to attend and vote at
the AGM, non-registered holders of Shares shall ensure that all transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s Hong Kong branch share registrar, Tricor Investor Services
Limited, at 17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong for registration not later than 4:30 p.m.
on Wednesday, 29 May 2024.
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CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the Company is set out in the “Corporate
Governance Report” on pages 19 to 36 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available and within the knowledge of the Directors, the Company maintained
the prescribed public float as required under the Listing Rules from the Listing Date to the latest practicable date
prior to the issue of this annual report.

TAX RELIEF AND EXEMPTION OF HOLDERS OF LISTED SECURITIES

The Directors are not aware of any tax relief or exemption available to the Shareholders by reason of their respective
holding of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association or the relevant laws of the Cayman
Islands, where the Company is incorporated, which would oblige the Company to offer new Shares on a pro-rata
basis to the existing Shareholders.

FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the most recent three years is set out in the
section headed “Financial Summary” on page 18 of this annual report.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE LISTING RULES

As of the date of this annual report, the Company did not have any other disclosure obligations under Rules 13.20,
13.21 and 13.22 of the Listing Rules.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct regarding securities transactions by the
Directors. Having made specific enquiries with all Directors, each of them has confirmed that he/she has complied
with the Model Code from the Listing Date to 31 December 2023. No incident of non-compliance of the Model
Code by the employees who are likely to be in possession of inside information of the Company was noted by the
Company.

AUDITOR

The Shares were listed on the Stock Exchange on 12 June 2023, and there has been no change in auditor since
the Listing Date. The consolidated financial statements for the year ended 31 December 2023 have been audited
by Ernst & Young, Certified Public Accountants and Registered Public Interest Entity Auditor, who are proposed
for re-appointment at the forthcoming annual general meeting of the Company.

On Behalf of the Board
Cutia Therapeutics
Zhang Lele
Chief Executive Officer and Executive Director

Hong Kong, 27 March 2024
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DIRECTORS AND SENIOR MANAGEMENT
DIRECTORS
Executive Directors

Ms. Zhang Lele (3R%4%%), aged 46, is our founder. She was appointed as our Director on 12 May 2020 and was
re-designated as our executive Director on 15 November 2022. Ms. Zhang has been serving as our CEO since
1 September 2019, and as the chief executive officer of Cutia Shanghai, Aurora Cutis and Cutia Wuxi since
September 2019, November 2020 and December 2020 respectively. Ms. Zhang has been serving as a director
of Cutia HK, Cutia Shanghai, Aurora Cutis, Cutia Wuxi and Chongqing Lehao since June 2020, November 2020,
November 2020, December 2020 and November 2022 respectively. Ms. Zhang is responsible for overall strategic
planning, business direction, operational management, and supervision of the senior management of the Group.

Ms. Zhang has worked in the pharmaceutical industry for approximately 20 years, accumulating a wealth of first-hand
experience in the industry with a proven track record of success. Prior to joining the Group, Ms. Zhang served as
an assistant business development manager at Shanghai Novartis Trading Co., Ltd (E/87FEE 5 AR A 7)) from
June 2008 to June 2011. She has worked in Eisai China Inc. (7 ( B) %2 AR A 7)), which is wholly owned by
Eisai Co., Ltd., a Japanese pharmaceutical company listed on the Tokyo Stock Exchange (stock code: 4523) as
(i) the senior strategic alliance manager responsible for management of alliance products from September 2011
to October 2012, (ii) the vice president of management and development excellence department responsible for
sales and marketing training and online promotion from November 2012 to August 2014, (iii) head of optimization
and development department responsible for business development, sales and marketing training from September
2014 to February 2015, and (iv) the head of strategic alliances responsible for sales of products from strategic
alliances from March 2015 to September 2016. From October 2016 to April 2019, she has served as the head of
strategic projects department in Santen Pharmaceutical (China) Co., Ltd. (& Xx%.%%(FA E)5FR A 7)) where she was
responsible for overall management.

Ms. Zhang obtained a bachelor’s degree in pharmaceutical preparations from Shenyang Pharmaceutical University
(B ERIKE) in the PRC in July 2000, and a master’s degree in pharmacology from Shanghai Institute of
Pharmaceutical Industry (/8% %2 T 2%%:Ft) in the PRC in July 2005.

Mr. Huang Yuging (Z/ &), aged 34, was appointed as our executive Director on 15 November 2022. Mr. Huang
has been serving as our CFO since 10 May 2021. Mr. Huang is responsible for overall strategic planning, investment
and financing, mergers and acquisitions, capital markets and investor relations of the Group.

Prior to joining the Group, Mr. Huang had served as the lead analyst for Greater China Healthcare Research at
Jefferies Hong Kong Limited from February 2017 to March 2018. He was recognized as one of the Top Three Best
Analysts in the healthcare industry by the Institutional Investor All-China Research Team Survey in 2017. From
March 2018 to October 2019, he worked in Kintor Pharmaceutical Limited (F#hZ2% 5 R /2 7)), a clinical-stage novel
drug developing company listed on the Stock Exchange (stock code: 9939), as the chief financial officer and chief
business officer. He had also worked at Harvest Global Investments Limited (528 B[R & EE EHR 2 A]), with his
last position as an analyst from May 2020 to May 2021.

Mr. Huang obtained a bachelor's degree in communication studies from Fudan University ({8 8 X2) in the PRC
in July 2014.
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Non-executive Directors

Dr. Chen Lian Yong (BR#E), aged 61, was appointed as our Director and the chairman of our Board on
23 August 2019, and was re-designated as our non-executive Director on 15 November 2022. Dr. Chen is currently
the chairman of the Nomination Committee and a member of the Remuneration Committee. He is primarily
responsible for providing strategic advice and recommendations on the operations and management of the Group.

Dr. Chen has more than 20 years of experience in the life sciences and medical-related industries. He is currently
the founding managing partner and chief executive officer of 6 Dimensions Capital ({Bf&i&), the private equity
fund management company under which the Controlling Shareholders are managed. He has been the founder and
managing partner of Frontline BioVentures (Hong Kong) Limited since 2012 and a partner at Eight Roads Capital
Advisors (Hong Kong) Limited (formerly known as FIL Capital Management (Hong Kong) Limited) from May 2008
to March 2014, as well as an executive director and general manager of Frontline BioVentures (Shanghai) Limited
(RENBIFEREFR(LF)BR AR since September 2013.

Dr. Chen was a director of Shanghai Hile Bio-Technology Co. Ltd. (/&/&R| £k {H AR A R)), a veterinary
biological product manufacturer listed on the Shanghai Stock Exchange (stock code: 603718), from December
2014 to April 2021, and he was a non-executive director of Hua Medicine (22%B 2 %%), a company primarily engaged
in drug development business and listed on the Hong Kong Stock Exchange (stock code: 2552), from January
2015 to March 2022. He has been the chairman of Ocumension Therapeutics (BUFE 4134 %)), a company primarily
engaged in ophthalmic therapies and listed on the Hong Kong Stock Exchange (stock code: 1477), since May
2018 and was re-designated from executive director to non-executive director with effect from 20 July 2021. He
was a non-executive director of CStone Pharmaceuticals (2 %2£), an immuno-oncology drugs and molecularly
targeted drugs manufacturer listed on the Hong Kong Stock Exchange (stock code: 2616), from August 2018 to
July 2021, and has been a director of 111, Inc. (111 % &), an internet medical and health company listed on the
Nasdaq Stock Market (stock code: YI), since May 2019. From February 2019 to July 2021, Dr. Chen served as a
director in Brii Biosciences (Shanghai) Co., Ltd. (5% 1% 5% 22517 (_-)8)FBR 22 71), a subsidiary of Brii Biosciences
Limited, a biotechnology company listed on the Hong Kong Stock Exchange (stock code: 2137). Dr. Chen was a
non-executive director of Neusoft Xikang Holdings Inc. ((REXERFZ{Z% B R A7) since December 2019, a company
primarily engaged in cloud hospital platform and listed on the Hong Kong Stock Exchange (stock code: 9686) on

28 September 2023.

Dr. Chen obtained a bachelor’s degree in chemistry from Peking University (1t X X&) in the PRC in July 1984. He
obtained his Ph.D. in chemistry with grand distinction from the Catholic University of Louvain in Belgium in June
1991. He conducted postdoctoral research in chemistry at the Massachusetts Institute of Technology in the United
States from August 1991 to December 1992.
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Dr. Xie Qin (&), aged 43, was appointed as our Director on 23 August 2019, and was re-designated as our
non-executive Director on 15 November 2022. She is primarily responsible for providing strategic advice and
recommendations on the operations and management of the Group.

Dr. Xie has more than 10 years of experience in the pharmaceuticals-related industry. Prior to joining the Group,
Dr. Xie has served as a senior investment manager in Shanghai Pharmaceuticals Holding Co. Ltd. (/8% %5
E i h BBR7AA]), a company primarily engaged in pharmaceutical industry and listed on both the Shanghai Stock
Exchange (stock code: 601607) and the Hong Kong Stock Exchange (stock code: 2607), from November 2010 to
December 2012. From September 2013 to December 2015, she had served as a business development manager in
Huizheng (Shanghai) Pharmaceutical Technology Co., Ltd. (J1F(_E/8)% 2R ER 2 7)), a subsidiary of Zhejiang
Hisun Pharmaceutical Co., Ltd. (#T T /8 EFZ£ 2% {5 ER A7), a pharmaceutical company listed on the Shanghai
Stock Exchange (stock code: 600267). From January 2016 to August 2017, she had served at 6 Dimensions Venture
Consultant (Shanghai) Co., Ltd. (§i5i% &4 :#(_L8)BR A F]). Since September 2017, she has worked in Frontline
BioVentures (Shanghai) Limited (55l 8I%3& & 5(_L/F)B R A a]) with her current position as partner, primarily
overseeing its overall strategic development.

Dr. Xie obtained a bachelor’s degree in clinical medicine from the Xi’an Jiaotong University (FAZZ 2@ KX E) in the
PRC in July 2003. She then received her master’s degree in pharmacology and doctorate degree in pharmacology
from University of Oxford in the United Kingdom in September 2004 and April 2011, respectively.

Dr. Huang Xiao (&), aged 38, was appointed as our Director on 26 August 2020, and was re-designated as
our non-executive Director on 15 November 2022. He is primarily responsible for providing strategic advice and
recommendations on the operations and management of the Group.

Prior to joining the Group, Dr. Huang has been serving at YF Capital (2% ) with his current position as managing
director since May 2015. He currently serves as a director in more than ten private companies, most of which are
focusing on medical or technology industry, such as CBMG Holdings, Microport Cardiac Rhythm Management
Limited, Sironax Ltd. and Livzon Biologics Limited.

Dr. Huang obtained a bachelor’s degree in life science from Tsinghua University (B X2) in the PRC in August
2007, and a doctor’s degree in cell biology from Yale University in the United States in December 2012.

Ms. Yang Yunxia (%ZE &), aged 50, was appointed as our Director on 26 August 2020, and was re-designated as
our non-executive Director on 15 November 2022. She is primarily responsible for providing strategic advice and
recommendations on the operations and management of the Group.

Ms. Yang is a partner of HongShan. Prior to joining HongShan in May 2015, Ms. Yang successively served as an
investment manager and a vice president in Legend Capital Co., Ltd. (BB & AEERMD B R A R]) from April 2011
to May 2015. From December 2009 to April 2011, she worked in Johnson & Johnson, a company listed on the New
York Stock Exchange (stock code: JNJ). From January 2017 to July 2022, Ms. Yang served as a director in Burning
Rock Biotech Limited, a company listed on NASDAQ (stock code: BNR). From June 2019 to February 2021, Ms.
Yang served as a director in Adagene Inc., a clinical-stage biotech company listed on NASDAQ (stock code: ADAG).

Ms. Yang obtained a master’'s degree in clinical medicine from Tongji Medical University ([E/% &I X2 (currently

known as Tongji Medical College of Huazhong Technology University (£ £ A 2)) in the PRC in July 1997, and
a master’s degree of business administration from Duke University in the United States in May 2009.
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Independent Non-executive Directors

Mr. Chung Ming Kit ($#8375), aged 46, has been appointed as an independent non-executive Director with effect
from the Listing Date. He is the chairman of the Audit Committee, a member of the Remuneration Committee and
a member of the Nomination Committee. He is primarily responsible for supervising and providing independent
advice on the operations and management of the Group.

Mr. Chung has over 20 years of experience in finance, accounting and management. He served as an auditor at
Deloitte Touche Tohmatsu ({2#) €+ =7%5F7) from September 2001 to April 2006. From June 2006 to March 2008,
he served as the financial executive manager of Tomoike Industrial (HK) Ltd. (/&A1 G A F]), a subsidiary of
CDW Holding Limited (CDW %% & BR 72 A]), a company listed on the Singapore Exchange Securities Trading Limited
(stock code: BXE). He worked in China Medical Technologies Inc. (FFE &+ 172 7)), a company previously listed
on Nasdaq Stock Market (stock code: CMED) and delisted on February 2012, from April 2008 to January 2012, with
his last position held as the group financial controller. And he worked at I.T. Limited, a company previously listed on
the Hong Kong Stock Exchange (stock code: 999) and delisted on April 2021 due to privatization, from April 2012 to
January 2014, with his last position held as the financial controller. From January 2014 to July 2017, he served as
the chief financial officer and company secretary in China Fordoo Holdings Limited (7 B 5= &85 p¢ AR A &) (currently
known as China Anchu Energy Storage Group Limited (FFBI & f#EEIREE B R /A F))), a menswear company listed
on the Hong Kong Stock Exchange (stock code: 2399). From July 2017 to July 2019, he worked at New World
Department Store China Limited (Fitt A B EF B AR 2 7)), a company listed on the Hong Kong Stock Exchange
(stock code: 825), where his last position was the chief financial officer. From September 2020 to September 2022,
he served as the financial controller in Arredamenti Company Limited, and has been a non-executive director in
Arredamenti Company Limited from September 2022 to December 2023. Since September 2022, he also has been
a chief financial officer in Computime Group Limited, a company listed on the Hong Kong Stock Exchange (Stock
Code: 320) and he has been a company secretary with effect from January 2024.

Mr. Chung obtained a bachelor’'s degree of business administration in accounting from Hong Kong University of
Science and Technology in Hong Kong in November 2001. He obtained a certificate of membership from the Hong
Kong Institute of Certified Public Accountants in January 2005 and then a fellow in October 2014. He was qualified
as a chartered financial analyst in September 2008, granted by the Board of Governors of CFA Institute.

Mr. Tao Tak Yan Dennis (Fg#1=), aged 47, has been appointed as an independent non-executive Director with
effect from the Listing Date. He is a member of the Audit Committee and a member of the Nomination Committee.
He is primarily responsible for supervising and providing independent advice on the operations and management
of the Group.

From March 2004 to August 2010, Mr. Tao worked at Morgan Stanley Asia Limited with his last position as the
executive director in the research division. Mr. Tao has been serving as the principal of Anta Capital Management
Limited, where he was responsible for asset allocation and risk managements for off-shore investments since
August 2010. He has also been serving as the vice president and Head of Merger and Acquisition of ANTA Sports
Products Limited, a leading global sportswear company which shares are listed on the Hong Kong Stock Exchange
(stock code: 2020), where he is responsible for merger, acquisition and capital market affairs, since March 2016.

Mr. Tao obtained a bachelor’s degree of arts from University of California, Berkeley in the United States in May

1998. He was qualified as a chartered financial analyst in September 2003, granted by the Board of Governors of
CFA Institute.
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Mr. Ye Xiaoxiang (E#E#), aged 49, has been appointed as an independent non-executive Director with effect
from the Listing Date. He is the chairman of the Remuneration Committee and a member of the Audit Committee.
He is primarily responsible for supervising and providing independent advice on the operations and management
of the Group.

From October 2003 to March 2016, Mr. Ye held various positions at Eisai China Holdings Ltd., a company wholly
owned by Eisai Co., Ltd., a Japanese pharmaceutical company listed on the Tokyo Stock Exchange (stock code:
4523), including legal manager, senior director of the department of legal and compliance, and head of administration
division, where he was mainly responsible for legal and compliance affairs. Since April 2016, Mr. Ye has been
working in Eisai China Holdings Ltd., a company wholly owned by Eisai Co., Ltd, where he served as a vice president
and general counsel of China region.

Mr. Ye obtained a bachelor’s degree in engineering from Southwest Jiaotong University (FAF 228 A2£) in the PRC
in July 1996. He obtained a master’s degree in law from Nankai University (7 A2) in the PRC in July 2003. He
obtained the Certificate of National Legal Professional Qualification issued by the Ministry of Justice of the PRC in
September 2002, and the Certificate of Patent Agent Qualification issued by the China National Intellectual Property
Administration in March 2003.

SENIOR MANAGEMENT

Ms. Zhang Lele (FR££%%), aged 46, is our founder, executive Director and CEO. For more details of her biography,
see “—Directors — Executive Directors” above.

Mr. Huang Yuqing (Zf &), aged 34, is our executive Director and CFO. For more details of his biography, see
“—Directors — Executive Directors” above.

Mr. Zhu Qi (&), aged 51, joined our Group on 9 September 2019 and has been serving as the chief medical
officer of our Group since then. He is primarily responsible for clinical operations, medical, pharmacovigilance,
clinical pharmacology, statistics and data management, and medical support for product development and lifecycle
management of the Group.

Mr. Zhu has more than 20 years of experiences in the medical industry. Prior to joining our Group, Mr. Zhu worked
in Shanghai Johnson & Johnson Pharmaceuticals Ltd. (/858 4£ 224 R A 7)) from August 2001 to May 2005. He
then worked in Shanghai Roche Pharmaceuticals Limited (_E/8 7 K& %55 R 2 &) from May 2005 to July 2006 and
worked in Nanjing Organon Pharmaceutical Co., Ltd. Shanghai Branch (F RE N2 R LG R R A L/&5 A7) from
August 2006 to April 2007. From May 2007 to September 2010, Mr. Zhu worked in Baxter (China) Investment Co.,
Ltd. (B (FE)IEEABR AR, where he is responsible for medical affairs in Hong Kong and Chinese Mainland. He
then served as director of medical affair in Shandong Bausch & Lomb Freda Pharmaceutical Co., Ltd, a subsidiary
of Bausch + Lomb Corporation, a company listed on the New York Stock Exchange (stock code: BLCO), and Biogen
Idec Pharmaceutical Consultancy (Shanghai) Company Limited (& @388 2554 ( /&) B A 7)), from October
2010 to March 2013. From September 2013 to September 2015, he worked in AbbVie Pharmaceutical Trading
(Shanghai) Co., Ltd. (3 {A% % 2:2Z 5 (_£)8)B R A 7)) as a medical affair associate director. Mr. Zhu also served as
a medical affair director in the Shanghai branch of Wyeth Pharmaceutical Co., Ltd. (R EER A7) L/FD A F])
from September 2015 to January 2018 and in Menarini (China) Investment Co. (:#E/E(F B )& AR A ) from
February 2018 to August 2019.

Mr. Zhu obtained a bachelor’s degree in Chinese medicine and a master’s degree in Chinese medicine Surgery
from Shanghai University of Traditional Chinese Medicine (/8 2% X £) in the PRC in July 1995 and July 2001,
respectively. He also obtained a master’'s degree of business administration from the Joint MBA program of Shanghai
University of Finance and Economics-Webster University (E/8BI & AE - B ERHTBFALRAEEE I REREEL
I H) in the PRC in December 2005.
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Dr. Lei Lei (£%), aged 39, joined our Group on 10 January 2020 as the senior director of research and development
department, and has been serving as the senior vice president of research and development department of our Group
since September 2022. He is primarily responsible for the overall research and development work of the Group.

Dr. Lei has over 10 years of experiences in the development of medical/pharmaceutical products. Prior to joining the
Group, Dr. Lei served as a senior product development engineer responsible for development of medical products
in 3M Medical Devices and Materials Manufacturing (Shanghai) Co., Ltd (FA/EAFERERIEE AN (LB)BRA
A]) from October 2012 to January 2017. From January 2017 to January 2020, he worked as a senior scientist and
then a principal scientist in Shanghai Johnson & Johnson Pharmaceuticals Ltd. (_t/&58 4 R &5 R QN a)).

Dr. Lei obtained a bachelor's degree in Pharmaceutical Engineering and master’'s degree in Biochemistry and
Molecular Biology from Southwest Jiaotong University (Faf 238X £) in the PRC in July 2006 and in December 2008,
respectively. He also obtained a doctor’s degree in Pharmaceutical Science from Shanghai Jiao Tong University (
F/BREARZ) in the PRC in January 2013. He has been a member of the Industrial Pharmaceutics Group of the
Shanghai Pharmaceutical Society 2020 Pharmaceutics Special Committee (L8 &2 2 2020 #LE2E XS T %
| E48) since June 2021.

Ms. Zhang Chunna (&%), aged 45, joined our Group on 10 October 2019 as the vice president of regulatory
affairs department, and has been serving as the senior vice president of regulatory affairs department our Group
since September 2022. She is primarily responsible for the development and registration of the Company’s products,
the establishment and compliance management of product lines and research and development platforms of the
Group.

Ms. Zhang has more than 15 years of experiences in the research and development pharmaceutical industry. Prior
to joining the Group, Ms. Zhang served as an intermediate research and development staff in Shanghai Institute of
Pharmaceutical Industry (_F/8 % 22T 35Tkt A R 2 &) from April 2004 to March 2006. From April 2006 to December
2009, she served as a department director in Beijing Hanmi Pharmaceutical Co., Ltd. (1t X523 %R B R A &) where
she was mainly responsible for development and manufacture of new drugs. From January 2010 to November
2010 and from November 2010 to October 2019, she served as a manager of product development department in
Senju Pharmaceutical Co., Ltd Beijing Office (B A& TH & &k &1Lk XA XK ) and Senju Pharmaceutical Science
& Technology (Beijing) Co., Ltd. (T&&&RHILR)ARAA]), where she was mainly responsible for product
development and regulatory affairs.

Ms. Zhang obtained a bachelor’'s degree with a major in pharmacy (Japanese) from Shenyang Pharmaceutical

University (BF5 %R KE) in the PRC in July 2001, and a master’s degree of medicine from Shanghai Jiao Tong
University (/83K 28) in the PRC in March 2004.
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Ms. Xu Jingxin (#R#fX), aged 45, joined our Group as vice president of manufacturing and quality control
department on 1 December 2020 and has been serving as the senior vice president of manufacturing and quality
control department of our Group since January 2022. She is primarily responsible for the management of the
Company’s quality management system and production operations, including the project management and daily
management of the plant under construction in Wuxi, the PRC.

Ms. Xu has more than 20 years of experiences in quality management of medical products. Prior to joining the
Group, Ms. Xu worked in Pfizer Pharmaceutical (Wuxi) Co., Ltd. (#Im%® %4(4$5)%E R A F]), a subsidiary of Pfizer
Inc., a company listed on the New York Stock Exchange (Stock Code: PFE), with her last position as a quality
assurance manager from July 2001 to April 2010. She then served as various positions responsible for policy and
strategy planning for quality improvement in Wuxi plant of AstraZeneca Pharmaceutical Co., Ltd. (FTH7TF| B EH
fR A 7A]), a subsidiary of AstraZeneca plc, listed on London Stock Exchange (stock code: ZAN), from April 2010 to
September 2018. She then served as a quality manager responsible for policy and strategy planning for quality
improvement in Japanese Yonehara plant of AstraZeneca Pharmaceutical Co., Ltd. (FIHTFIFEZEE2G R A F]) from
September 2018 to February 2019. From February 2019 to November 2020, she also worked in BeiGene (Suzhou)
Co., Ltd. (B EEM(EMN)EDREL B R A R]) (currently known as SuGene Pharmaceuticals (Suzhou) Co., Ltd.), a
subsidiary of BeiGene, Ltd. listed on the Stock Exchange (stock code: 6160), the NASDAQ (stock code: BGNE)
and the Shanghai Stock Exchange (stock code: 688235) where she first served as a director of excellent quality
operations management in China and then a quality manager.

Ms. Xu obtained a bachelor’s degree with a major in pharmacy (Japanese) from Shenyang Pharmaceutical University
(EP5 %R KE) in the PRC in July 2001.

Mr. Wu Jiaru (58£1E), aged 40, joined our Group on 5 August 2019 as the finance manager, and has been serving
as the senior vice president of finance and integrated management department of our Group since 1 November
2022. He has served as a supervisor of Aurora Cutis from November 2020 to April 2021. He is primarily responsible
for decision making and executive oversight of finance, information technology and procurement operations.

Prior to joining the Group, Mr. Wu served as a senior system controller in Giti Tire (China) Investment Company
Ltd. (&G (P R)IKEBR AR, where he was mainly responsible for improvement and execution of financial
policy, from October 2013 to February 2019. From February 2019 to July 2019, he served as a reporting expert in
KaVo-Sybron Dental (Shanghai) Co. Ltd. (RELEX H(_L)8) 7 BRI B &M B R A 7l) where he was mainly responsible
for-analysis of financials as well as improvement and execution of financial system and operation process.

Mr. ‘Wu- obtained a bachelor’'s degree in accounting from the Shanghai University of Finance and Economics
(EHB 4 KE) in the PRC in July 2008. He was qualified as US Certified Public Accountant by Guam Board of
Accountancy-in March 2019.

COMPANY: SECRETARY

Ms. Chan Sze Ting (FR7¥%) (“Ms. Chan”) was appointed as the company secretary of the Company on 15 November
2022. Ms. Chan is a director of the corporate services division of Tricor Services Limited, which is a global
professional services supplier specializing in integrated business, corporate and investor services.

Ms..Chan has over 18 years of experience in the corporate secretarial field and has been providing professional
corporate services to Hong Kong-listed companies as well as multinational, private and offshore companies.

Ms. Chan is a Chartered Secretary (CS), a Chartered Governance Professional (CGP) and a Fellow of both The

Hong Kong Chartered Governance Institute (HKCGI) and The Chartered Governance Institute (CGl) in the United
Kingdom. Ms. Chan holds a bachelor’s degree in law from the University of London, Britain.
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INDEPENDENT AUDITOR’S REPORT

Ernst & Young KGR = AT Tel E34: +852 2846 9888
27/F, One Taikoo Place BB RIRREEITIN Fax £ &: +852 2868 4432

979 King’s Road Ny —RE2741& ey.com
EY§ a Quarry Bay, Hong Kong

Independent auditor’s report
To the shareholders of Cutia Therapeutics
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Cutia Therapeutics (the “Company”) and its subsidiaries (the “Group”)
set out on pages 69 to 129, which comprise the consolidated statement of financial position as at 31 December 2023, and the
consolidated statement of profit or loss and other comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements, including
material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the Group
as at 31 December 2023, and of its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRSs”) issued by the International Accounting Standards Board
(“IASB”) and have been properly prepared in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

Basis for opinion

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

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is provided in that context.
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Key audit matters (Continued)

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly, our audit included the performance of procedures designed
to respond to our assessment of the risks of material misstatement of the consolidated financial statements. The results of our
audit procedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on

the accompanying consolidated financial statements.

Key audit matter

How our audit addressed the key audit matter

Risk of misstatement of research and development expenses

For the year ended 31 December 2023, the Group incurred
significant research and development (“R&D”) expenses
amounting to approximately RMB216 million. Large portions
of the Group’s R&D expenses were service fees paid to
contract research organisations, clinical site management
operators and clinical trial centres (collectively referred to as
“Outsourced Service Providers”).

The R&D activities with these Outsourced Service Providers
were documented in detailed contracts and were typically
performed over an extended period. Recording of these
expenses in the appropriate financial reporting period based

Our procedures included, among others:

+ testing the design and implementation of management’s
control in relation to the accrual of the R&D expenses;

» checking contracts entered into with and progress reports
received from the Outsourced Service Providers and
testing key inputs used in the calculation such as patient
enrolment, time lapsed and milestones achieved on a
sampling basis to evaluate the key estimation adopted by
management in setting up the accrual for R&D services
received; and

on the progress of the research and development projects

involves estimations. * evaluating the adequacy of the accrual of the R&D
expenses by comparing the subsequent milestone billings
received from the Outsourced Service Providers, if any,

with the accrued R&D expenses at the year end.

Related disclosures are included in notes 2.4 and 3 to the
financial statements.

Other information included in the Annual Report

The directors of the Company are responsible for the other information. The other information comprises the information included
in-the Annual Report, other than the consolidated financial statements and our auditor’s report thereon.

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

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

Responsibilities of the directors for the consolidated financial statements

The directors-of-.the Company-are responsible for the preparation of the consolidated financial statements that give a true and fair
view in accordance-with-IFRSs-issued- by the-IASB-and the disclosure requirements of the Hong Kong Companies Ordinance, and
for :such internal ‘control as.the directors.determine is necessary to enable the preparation of consolidated financial statements
that -are: free. from ‘material misstatement, whether due to fraud or error.

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

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group’s
financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

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

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

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

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

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

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

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

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

. Obtain sufficient appropriate audit evidence regarding the financial information. of the entities or business.activities

within the Group to express an opinion on the consolidated financial.statements.:We ‘are responsible for the
direction, supervision and performance of the group audit. We remain solely. responsible for our audit opinion:
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Auditor’s responsibilities for the audit of the consolidated financial statements (Continued)

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Siu Fung Terence Ho.

Ernst & Young

Certified Public Accountants
Hong Kong

27 March 2024

68



Cutia Therapeutics

Annual Report 2023

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2023

2023 2022
Notes RMB’000 RMB’000
REVENUE 5 137,623 11,366
Cost of sales (66,615) (3,428)
Gross profit 71,008 7,938
Other income and gains 5 60,152 105,696
Selling and distribution expenses (208,309) (35,934)
Research and development expenses (215,711) (180,756)
Administrative expenses (185,890) (100,452)
Impairment losses on financial assets (752) -
Fair value losses on convertible redeemable preferred shares 23 (1,454,280) (327,097)
Other expenses (254) -
Finance costs 7 (4,477) (1,728)
Listing expenses (25,245) (23,503)
LOSS BEFORE TAX 6 (1,963,758) (555,836)
Income tax expense 10 - —
LOSS AND TOTAL COMPREHENSIVE LOSS FOR THE YEAR (1,963,758) (555,836)
Attributable to:
Owners of the parent (1,963,758) (555,836)
LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT
Basic and diluted (RMB) 12 (9.60) (6.94)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL
POSITION

31 December 2023

2023 2022

Notes RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 13 177,664 179,398
Right-of-use assets 14 48,344 49,610
Other intangible assets 15 7,810 597
Amounts due from related parties 29 36,494 36,554
Prepayments, other receivables and other assets 16 20,169 35,221
Total non-current assets 290,481 301,380
CURRENT ASSETS
Inventories 18 45,314 19,996
Trade receivables 17 62,198 98
Prepayments, other receivables and other assets 16 34,855 47,584
Amounts due from related parties 29 1,300 1,240
Financial assets at fair value through profit or loss (“FVTPL”) 19 469,337 43,496
Time deposits over three months 20 330,192 567,145
Cash and cash equivalents 20 473,120 465,866
Total current assets 1,416,316 1,145,425
CURRENT LIABILITIES
Trade and other payables 21 113,603 68,572
Lease liabilities 14 11,374 8,830
Deferred-income 400 -
Interest-bearing bank borrowings 22 129,411 -
Total current liabilities 254,788 77,402
NET CURRENT ASSETS 1,161,528 1,068,023
TOTAL_ASSETS LESS.CURRENT LIABILITIES 1,452,009 1,369,403
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2023 2022

Notes RMB’000 RMB’000
NON-CURRENT LIABILITIES
Lease liabilities 14 42,970 45,298
Deferred income - 400
Interest-bearing bank borrowings 22 60,000 -
Convertible redeemable preferred shares 23 - 2,570,021
Total non-current liabilities 102,970 2,615,719
Net assets/(liabilities) 1,349,039 (1,246,316)
EQUITY
Equity attributable to owners of the parent
Share capital 24 43 11
Reserves/(deficits) 25 1,348,996 (1,246,327)
Total equity/(deficits) 1,349,039 (1,246,316)

Zhang Lele

Director

Huang Yuqing
Director
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CONDENSED CONSOLIDATED
EQUITY

Year ended 31 December 2023

STATEMENT OF CHANGES IN

Ordinary Share
share Share option Other Accumulated Total
capital premium* reserve* reserve* losses* deficits
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2022 11 259,156 61,445 (680,845) (430,276) (790,509)
Loss and total
comprehensive
loss for the year - - - - (555,836) (555,836)
Recognition of
share-based payment
expenses (note 26) - - 100,029 - - 100,029
At 31 December 2022 11 259,156 161,474 (680,845) (986,112) (1,246,316)
Ordinary Share
share Share option Other  Accumulated Total
capital premium* reserve* reserve* losses* equity
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2023 11 259,156 161,474 (680,845) (986,112) (1,246,316)
Loss and total
comprehensive
loss for the year - - - - (1,963,758) (1,963,758)
Recognition of
share-based payment
expenses (note 26) - - 132,350 - - 132,350
Shares issued upon
initial-public offering
(note 24) 3 402,459 - - - 402,462
Conversion of convertible
redeemable preferred
shares to ordinary shares
upon initial-public offering
(note:24) 29 4,024,272 - - - 4,024,301
At 31:December 2023 43 4,685,887 293,824 (680,845) (2,949,870) 1,349,039

These reservesl/(deficits).accounts comprise the consolidated other reserves of RMB1,348,996,000 (2022: RMB(1,246,327,000))

in-the consolidated statement of financial position.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2023

2023 2022
Notes RMB’000 RMB’000

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax (1,963,758) (555,836)
Adjustments for:

Interest income 5 (23,414) (17,371)
Finance costs 7 4,477 1,728
Depreciation of property, plant and equipment 6 30,851 10,779
Depreciation of right-of-use assets 6 10,623 7,917
Loss on disposal of items of property, plant and equipment 6 247 -
Amortisation of other intangible assets 6 1,010 224
Gain on termination of a lease contract 5 (37) -
Impairment losses on financial assets 6 752 -
Fair value gains on financial assets at FVTPL 5,6 (2,468) (7,675)
Fair value losses on convertible redeemable preferred shares 6 1,454,280 327,097
Net foreign exchange gains 5,6 (20,801) (73,979)
Share-based payment expenses 6 132,350 100,029
(375,888) (207,087)
Decrease/(increase) in prepayments, other receivables and
other assets 16,704 (24,391)
Decrease/(increase) in amounts due from related parties 1,239 (7,982)
Increase in inventories (25,318) (18,192)
Increase in trade receivables (62,852) (98)
Increase in trade and other payables 64,803 21,560
Net cash flows used in operating activities (381,312) (236,190)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 28,443 6,469
Purchases of items of property, plant and equipment (55,730) (134,353)
Disposal of items of property, plant and equipment 8 =
Purchases of items of other intangible assets (184) (959)
Advance of loans to related parties - (14,377)
Advances of loans to employees - (3,735)
Repayment received on loans from employees 14 =
Placement of time deposits (430,859) (539,691)
Withdrawal of time deposits 678,105 779,040
Placement of pledged bank deposits - (992)
Withdrawal of pledged bank deposits - 992
Placement of financial assets at FVTPL (508,301) (381,643)
Withdrawal of financial assets at FVTPL 84,928 751,314
Net cash flows (used in)/from investing activities (203,576) 462,065
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2023 2022
Notes RMB’000 RMB’000

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of ordinary shares 422,524 —
Interest of bank borrowings paid (1,796) -
New bank borrowings 189,200 —
Payment for rental deposits (1,131) (985)
Lease payments 14 (11,574) (6,884)
Issue costs paid (8,904) (2,380)
Net cash flows from/(used in) financing activities 588,319 (10,249)
NET INCREASE IN CASH AND CASH EQUIVALENTS 3,431 215,626
Cash and cash equivalents at beginning of year 465,866 203,130
Effect of foreign exchange rate changes, net 3,823 47,110
CASH AND CASH EQUIVALENTS AT END OF YEAR 473,120 465,866
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TES TO CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

31 December 2023

1. CORPORATE AND GROUP INFORMATION
Cutia Therapeutics (the “Company”) was incorporated in the Cayman Islands as an exempted company with limited
liability on 15 May 2019 and its shares are listed on The Stock Exchange of Hong Kong Limited on 12 June 2023. The
registered office address of the Company is 4th Floor, Harbour Place, 103 South Church Street, P.O. Box 10240, Grand
Cayman KY1-1002, Cayman Islands.
The Company is an investment holding company. The Company and its subsidiaries (the “Group”) are principally engaged
in developing innovative and comprehensive solutions that are tailored to meet the diverse and evolving needs of patients
and consumers in the broader dermatology treatment and care market.
Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as follows:
Place of Percentage of
incorporation/ Issued ordinary/  equity attributable
registration and registered share  to the Company
Name business capital Direct Indirect Principal activities
Cutia Therapeutics (HK) Limited (“Cutia HK”) Hong Kong US$1 100 - Cross-border operational matters
(RHEENEL(FE)ERAA) and product commercialisation
of the Group
Cutia Therapeutics (Shanghai) Co., Ltd.* The People’s Republic of US$90,086,747 - 100  Product research and development
(“Cutia Shanghai”) China (“PRC")/Chinese
(REEMBRELE)ERAT) Mainland
Aurora Cutis Medical Technology(Shanghai) Co., PRC/Chinese Mainland RMB 130,000,000 - 100  Commercialisation of self-
Ltd.* ("Aurora Cutis”) developed products-in the
(REBERE(LE)BRAR) domestic market
Cutia Therapeutics (Wuxi) Co., Ltd.* PRC/Chinese Mainland RMB1,000,000,000 - 100 - Product manufacturing
(“Cutia Wuxi”)
(MEENBE(EH)BRAR)
Chongging Lehao Pharmaceutical Co., Ltd.* PRC/Chinese Mainland RMB100,000,000 100 . .Commercialisation of dermatoses
(“Chonggqing Lehao”) pharmaceutical-products
(BRLZBEEERAR) developed by third-party

manufacturers or the-Group:in
the domestic market

* These entities are registered as wholly-foreign-owned enterprises under PRC: law:
The above table lists the subsidiaries of the Company which; in the -opinion of the-directors, principally-affected the results

for the year or formed a substantial portion of the net assets of.the Group.:To give:details of other subsidiaries would,:in
the opinion of the directors, result in particulars of excessive length.
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Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRSs”) (which include all International Financial Reporting Standards, International Accounting Standards
(“IASs”) and Interpretations) issued by the International Accounting Standards Board (“IASB”) and the disclosure
requirements of the Hong Kong Companies Ordinance. They have been prepared under the historical cost
convention, except for certain financial instruments which have been measured at fair value. These financial
statements are presented in Renminbi (‘RMB”) and all values are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended 31 December 2023. A subsidiary is an entity (including
a structured entity), directly or indirectly, controlled by the Company. Control is achieved when the Group is
exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that give the Group the current ability to direct the
relevant activities of the investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company has less than
a majority of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances
in assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;
(b) rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same Reporting Period as the Company, using
consistent accounting policies. The results of subsidiaries are consolidated from the date on which the Group
obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent of
the Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

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 described above. A change in the ownership interest of
a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the:Group:loses. control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, any
non:controlling iinterest.and the exchange fluctuation reserve; and recognises the fair value of any investment
retained and any resulting surplus or deficit in profit or loss. The Group’s share of components previously recognised
in-other-comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on the same basis
as would be required.if the-Group-had directly disposed of the related assets or liabilities.
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2.2

Changes in accounting policies and disclosures

The Group has adopted the following new and revised IFRSs for the first time for the current year’s financial

statements.
IFRS 17 Insurance Contracts
Amendments to IAS 1 and Disclosure of Accounting Policies
IFRS Practice Statement 2
Amendments to IAS 8 Definition of Accounting Estimates
Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction
Amendments to IAS 12 International Tax Reform — Pillar Two Model Rules

The nature and the impact of the new and revised IFRSs that are applicable to the Group are described below:

(a)

(b)

(c)

Amendments to IAS 1 require entities to disclose their material accounting policy information rather than
their significant accounting policies. Accounting policy information is material if, when considered together
with other information included in an entity’s financial statements, it can reasonably be expected to influence
decisions that the primary users of general purpose financial statements make on the basis of those
financial statements. Amendments to IFRS Practice Statement 2 Making Materiality Judgements provide
non-mandatory guidance on how to apply the concept of materiality to accounting policy disclosures. The
Group has disclosed the material accounting policy information in note 2 to the financial statements. The
amendments did not have any impact on the measurement, recognition or presentation of any items in the
Group’s financial statements.

Amendments to IAS 8 clarify the distinction between changes in accounting estimates and changes in
accounting policies. Accounting estimates are defined as monetary amounts in financial statements that
are subject to measurement uncertainty. The amendments also clarify how entities use measurement
techniques and inputs to develop accounting estimates. Since the Group’s approach and policy align with
the amendments, the amendments had no impact on the Group’s financial statements.

Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction
narrow the scope of the initial recognition exception in IAS 12 so that it no longer applies to transactions
that give rise to equal taxable and deductible temporary differences, such as leases and decommissioning
obligations. Therefore, entities are required to recognise a deferred tax asset (provided that sufficient taxable
profit is available) and a deferred tax liability for temporary differences arising from these transactions.

Prior to the initial application of these amendments, the Group applied the initial recognition exception and
did not recognise a deferred tax asset and a deferred tax liability for temporary differences for.transactions
related to leases. The Group has applied the amendments on temporary differences: related to: leases as
at 1 January 2022. Upon initial application of these amendments, the Group recognised (i) a-deferred-tax
asset amounting to RMB6,137,000 for all deductible temporary differences associated with lease-liabilities
and tax losses (provided that sufficient taxable profit is available), and (ii) a.deferred tax:liability amounting
to RMB6,137,000 for all taxable temporary differences associated with right-of-use assets: as at:1 January.
2022.

The adoption of amendments to IAS 12 did not have any-impact on the financial position. or performance
of the Group for the years ended 31 December 2023 and.2022.
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Changes in accounting policies and disclosures (Continued)

(d) Amendments to IAS 12 International Tax Reform — Pillar Two Model Rules introduce a mandatory temporary
exception from the recognition and disclosure of deferred taxes arising from the implementation of the
Pillar Two model rules published by the Organisation for Economic Co-operation and Development. The
amendments also introduce disclosure requirements for the affected entities to help users of the financial
statements better understand the entities’ exposure to Pillar Two income taxes, including the disclosure
of current tax related to Pillar Two income taxes separately in the periods when Pillar Two legislation is
effective and the disclosure of known or reasonably estimable information of their exposure to Pillar Two
income taxes in periods in which the legislation is enacted or substantively enacted but not yet in effect.
The Group has applied the amendments retrospectively. Since the Group did not fall within the scope of
the Pillar Two model rules, the amendments did not have any impact to the Group.

Issued but not yet effective IFRSs

The Group has not applied the following revised IFRSs, that have been issued but are not yet effective, in these
financial statements. The Group intends to apply these revised IFRSs, if applicable, when they become effective.

Amendments to IFRS 10 and Sales or Contribution of Assets between an Investor and its Associate or
IAS 28 Joint Venture®

Amendments to IFRS 16 Lease Liability in a Sale and Leaseback’
Amendments to IAS 1 Classification of Liabilities as Current or Non-current (the “2020 Amendments”)’
Amendments to IAS 1 Non-current Liabilities with Covenants (the “2022 Amendments”)’
Amendments to IAS 7 and Supplier Finance Arrangements'
IFRS 7
Amendments to IAS 21 Lack of Exchangeability?

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

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

g No mandatory effective date yet determined but available for adoption

Further information about those IFRSs that are expected to be applicable to the Group is described below.

Amendments to IFRS 10 and IAS 28 address an inconsistency between the requirements in IFRS 10 and in IAS
28 in-dealing with the sale or contribution of assets between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss resulting from a downstream transaction when the sale or
contribution of assets constitutes a business. For a transaction involving assets that do not constitute a business,
again or loss resulting from the transaction is recognised in the investor’s profit or loss only to the extent of the
unrelated investor’s ‘interest in that associate or joint venture. The amendments are to be applied prospectively.
The-previous mandatory effective date of amendments to IFRS 10 and IAS 28 was removed by the IASB. However,
the amendments.are available for adoption now. The amendments are not expected to have any significant impact
on the: Group's financial statements.

Amendments-to IFRS 16-specify the requirements that a seller-lessee uses in measuring the lease liability arising
in.a.sale-and leaseback-transaction to ensure the seller-lessee does not recognise any amount of the gain or loss
that relates to the:right of use it retains. The.amendments are effective for annual periods beginning on or after 1
January 2024 and shall be:applied.retrospectively to sale and leaseback transactions entered into after the date
of initial application of IFRS: 16-(i.e.; 1 January 2019). Earlier application is permitted. The amendments are not
expected to-have any significant-impact on-the Group’s financial statements.
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2.4

Issued but not yet effective IFRSs (Continued)

The 2020 Amendments clarify the requirements for classifying liabilities as current or non-current, including what
is meant by a right to defer settlement and that a right to defer must exist at the end of the Reporting Period.
Classification of a liability is unaffected by the likelihood that the entity will exercise its right to defer settlement. The
amendments also clarify that a liability can be settled in its own equity instruments, and that only if a conversion
option in a convertible liability is itself accounted for as an equity instrument would the terms of a liability not impact
its classification. The 2022 Amendments further clarify that, among covenants of a liability arising from a loan
arrangement, only those with which an entity must comply on or before the reporting date affect the classification of
that liability as current or non-current. Additional disclosures are required for non-current liabilities that are subject
to the entity complying with future covenants within 12 months after the Reporting Period. The amendments shall
be applied retrospectively with early application permitted. An entity that applies the 2020 Amendments early is
required to apply simultaneously the 2022 Amendments, and vice versa. The Group is currently assessing the
impact of the amendments and whether existing loan agreements may require revision. Based on a preliminary
assessment, the amendments are not expected to have any significant impact on the Group’s financial statements.

Amendments to IAS 7 and IFRS 7 clarify the characteristics of supplier finance arrangements and require additional
disclosure of such arrangements. The disclosure requirements in the amendments are intended to assist users of
financial statements in understanding the effects of supplier finance arrangements on an entity’s liabilities, cash
flows and exposure to liquidity risk. Earlier application of the amendments is permitted. The amendments provide
certain transition reliefs regarding comparative information, quantitative information as at the beginning of the
annual Reporting Period and interim disclosures. The amendments are not expected to have any significant impact
on the Group’s financial statements.

Amendments to IAS 21 specify how an entity shall assess whether a currency is exchangeable into another
currency and how it shall estimate a spot exchange rate at a measurement date when exchangeability is lacking.
The amendments require disclosures of information that enable users of financial statements to understand the
impact of a currency not being exchangeable. Earlier application is permitted. When applying the amendments, an
entity cannot restate comparative information. Any cumulative effect of initially applying the amendments shall be
recognised as an adjustment to the opening balance of retained profits or to the cumulative amount of translation
differences accumulated in a separate component of equity, where appropriate, at the date of initial application.
The amendments are not expected to have any significant impact on the Group’s financial statements.

Material accounting policies
Fair value measurement

The Group measures certain financial instruments at fair value at the end of each Reporting Period: ‘Fair-value
is the price that would be received to sell an asset or paid to transfer a liability in an orderly-transaction. between
market participants at the measurement date. The fair value measurement is based on the presumption that.the
transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most advantageous market for the asset orliability.- The: principal
or the most advantageous market must be accessible by the Group. The fair value-of an asset-or a liability-is
measured using the assumptions that market participants would use when pricing.the asset or:liability, assuming
that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into -account a market: participant’s ability to -generate
economic benefits by using the asset in its highest and best use or-by selling-it to another-market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate’ in the' circumstances -and -for-which -sufficient -data

are available to measure fair value, maximising the use of -relevant observable inputs-and minimising the use of
unobservable inputs.
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Material accounting policies (Continued)
Fair value measurement (Continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

Level 1 -  based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 -  based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 -  based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value measurement as a whole) at the end of each Reporting Period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than
inventories and non-current assets), the asset’s recoverable amount is estimated. An asset’s recoverable amount
is the higher of the asset’s or cash-generating unit’s value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. An impairment loss is charged to profit or loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each Reporting Period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to determine the recoverable amount of that asset,
but not to.an amount higher than the carrying amount that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of such an impairment
loss-is' credited to profit or loss in the period in which it arises.
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Material accounting policies (Continued)

Related parties

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person’s family and that person:

(i)

(i)

(iii)

or

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel of the Group or of a parent of the Group;

(b) the party is an entity where any of the following conditions applies:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

the entity and the Group are members of the same group;

one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the same third party;

one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group;

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

a person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

the entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated:depreciation

and any impairment losses. The cost of an item of property, plant and equipment-comprises ‘its purchase: price

and any directly attributable costs of bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been: put into operation,.such:as repairs

and maintenance, is normally charged to profit or loss in the period in: which'it is incurred:. ‘In-situations-wherethe

recognition criteria are satisfied, the expenditure for a major inspection -is-capitalised- in the-carrying amount-of

the asset as a replacement. Where significant parts of property, plant. and-equipment.are required.to be:replaced

at intervals, the Group recognises such parts as individual assets with specific. useful:lives and depreciates them

accordingly.
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Material accounting policies (Continued)
Property, plant and equipment and depreciation (Continued)

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The principal annual rates used for this purpose are
as follows:

Machinery and equipment 9% to 18%
Office and electronic equipment 18% to 30%
Motor vehicles 23%
Leasehold improvements Shorter of remaining lease

terms and estimated useful lives

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal
or retirement recognised in profit or loss in the year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.

Construction in progress is stated at cost less any impairment losses, and is not depreciated. It is reclassified to
the appropriate category of property, plant and equipment when completed and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently amortised over the
useful economic life and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least at each financial year end.

Intangible assets are amortised on the straight-line basis over the following useful economic lives, which is
determined by the expected usage period after considering technical obsolescence and estimates of useful lives
of similar assets:

Software 2-10 years

Research and development costs

All research-costs are charged to profit or loss as incurred.

Expenditure: incurred on .projects to develop new products is capitalised 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, its
intention-to complete-and its ability to use or sell the asset, how the asset will generate future economic benefits,
the availability. of resources to.complete the project and the ability to measure reliably the expenditure during the
development. Product development expenditure which does not meet these criteria is expensed when incurred.
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Material accounting policies (Continued)

Leases

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

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases

and leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use

assets representing the right to use the underlying assets.

(a)

(b)

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less accumulated depreciation and
any impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the lease terms and the estimated useful lives of
the assets as follows:

Plant 12 years
Office premises 3 to 6 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable, variable lease payments that depend on
an index or a rate, and amounts expected to be paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the lease term reflects the Group exercising the: option:to
terminate the lease. The variable lease payments that do not depend on an index or a rate are recognised
as an expense in the period in which the event or condition that triggers the payment occurs:

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at:.the
lease commencement date because the interest rate implicit in the lease is not readily:determinable: After
the commencement date, the amount of lease liabilities is increased to reflect the accretion-of interest and
reduced for the lease payments made. In addition, the carrying amount-of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in lease payments (e.g., a change to future
lease payments resulting from a change in an index or rate) or a.change:in assessment of an option:to
purchase the underlying asset.

The Group’s lease liabilities are presented in a separate line on the.consolidated statements:of: financial
position.
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2.4

Material accounting policies (Continued)

Leases (Continued)

Group as a lessee (Continued)

(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of office premises
(that is those leases that have a lease term of 12 months or less from the commencement date and do
not contain a purchase option). It also applies the recognition exemption for leases of low-value assets
to leases of office equipment that is considered to be of low value. Lease payments on short-term leases
and leases of low-value assets are recognised as an expense on a straight-line basis over the lease term.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost and fair value
through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that
do not contain a significant financing component or for which the Group has applied the practical expedient of
not adjusting the effect of a significant financing component, the Group initially measures a financial asset at its
fair value plus in the case of a financial asset not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component or for which the Group has applied the practical
expedient are measured at the transaction price determined under IFRS 15 in accordance with the policies set
out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and interest (“SPPI”)
on the principal amount outstanding. Financial assets with cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial assets in order
to generate cash flows. The business model determines whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are
held within a business model with the objective to hold financial assets in order to collect contractual cash flows,
while financial assets classified and measured at fair value through other comprehensive income are held within
a business -model with the objective of both holding to collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business models are classified and measured at fair value through
profit.or loss.

Purchases or sales of financial assets that require delivery of assets within the period generally established by
regulation or-convention- in the marketplace are recognised on the trade date, that is, the date that the Group
commits to. purchase or. sell the asset.

Subsequent measurement

The-subsequent measurement of financial assets depends on their classification as follows:

Financial assets:at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are subject to
impairment. Gains and-losses-are recognised in profit or loss when the asset is derecognised, modified or impaired.
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Material accounting policies (Continued)
Investments and other financial assets (Continued)
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value
with net changes in fair value recognised in profit or loss.

This category includes derivative instruments and equity investments which the Group had not irrevocably elected
to classify at fair value through other comprehensive income. Dividends on the equity investments are also
recognised as other income in the statement of profit or loss and other comprehensive income when the right of
payment has been established.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the
host and accounted for as a separate derivative if the economic characteristics and risks are not closely related
to the host; a separate instrument with the same terms as the embedded derivative would meet the definition of a
derivative; and the hybrid contract is not measured at fair value through profit or loss. Embedded derivatives are
measured at fair value with changes in fair value recognised in profit or loss. Reassessment only occurs if there
is either a change in the terms of the contract that significantly modifies the cash flows that would otherwise be
required or a reclassification of a financial asset out of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative is required to be classified in its entirety as a financial
asset at fair value through profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

. the rights to receive cash flows from the asset have expired; or

. the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a “pass-through” arrangement;
and either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b).the Group
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a. pass-through
arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of .ownership of .the asset.
When it has neither transferred nor retained substantially all the risks and rewards: of the asset nor:transferred
control of the asset, the Group continues to recognise the transferred asset to the extent of-the Group’s continuing
involvement. In that case, the Group also recognises an associated liability. - The- transferred -asset and .the
associated liability are measured on a basis that reflects the rights and obligations that the .Group-has retained.

Continuing involvement that takes the form of a guarantee over the transferred-asset is measured-at the -lower
of the original carrying amount of the asset and the maximum amount of-consideration that the-Group-could be
required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”) for-all debt-instruments not held at fair.value
through profit or loss. ECLs are based on the difference between the-contractual cash-flows: due: in accordance
with the contract and all the cash flows that the: Group: expects to.receive, discounted at'an approximation of the
original effective interest rate. The expected cash:flows: will include cash flows from:the sale of collateral held or
other credit enhancements that are integral to the contractual terms:
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ACCOUNTING POLICIES (CONTINUED)

2.4

Material accounting policies (Continued)
Impairment of financial assets (Continued)
General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible
within the next 12 months (a 12-month ECL). For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased
significantly since initial recognition. When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers reasonable and supportable information that is available
without undue cost or effort, including historical and forward-looking information. The Group considers that there
has been a significant increase in credit risk when contractual payments are more than 30 days past due.

The Group considers a financial asset in default when contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial asset to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Group.

A financial asset is written off when there is no reasonable expectation of recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for trade receivables which apply the simplified
approach as detailed below.

Stage 1 —  Financial instruments for which credit risk has not increased significantly since initial recognition
and for which the loss allowance is measured at an amount equal to 12-month ECLs

Stage 2 —  Financial instruments for which credit risk has increased significantly since initial recognition but
that are not credit-impaired financial assets and for which the loss allowance is measured at an
amount equal to lifetime ECLs

Stage 3 - — - Financial assets that are credit-impaired at the reporting date (but that are not purchased or
originated credit-impaired) and for which the loss allowance is measured at an amount equal to
lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing component or when the Group applies the practical
expedient.of not adjusting the effect of a significant financing component, the Group applies the simplified approach
in- calculating: ECLs.: Under the simplified approach, the Group does not track changes in credit risk, but instead
recognises-a loss allowance based on lifetime ECLs at each reporting date. The Group has established a provision
matrix-that.is-based. on-its ‘historical credit loss experience, or making reference to the credit loss experience of
similar companies.in:.the market where the Group has not had sufficient credit loss experience, adjusted for forward-
looking ‘factors specific to:the debtors and the economic environment.
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ACCOUNTING POLICIES (CONTINUED)

2.4

Material accounting policies (Continued)
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss,
loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables,
net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, interest-bearing bank borrowings and convertible
redeemable preferred shares.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at FVTPL

Financial liabilities at FVTPL include convertible redeemable preferred shares which are designated upon initial
recognition as at fair value through profit or loss.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated at the
initial date of recognition, and only if the criteria in IFRS 9 are satisfied. Gains or losses on liabilities designated
at fair value through profit or loss are recognised in profit or loss, except for the gains or losses arising from the
Group’s own credit risk which are presented in other comprehensive income with no subsequent reclassification
to profit or loss. The net fair value gain or loss recognised in profit or loss does not include any interest charged
on these financial liabilities.

Financial liabilities at amortised cost (trade and other payables, and borrowings)

After initial recognition, trade and other payables, and interest-bearing borrowings are subsequently measured
at amortised cost, using the effective interest rate method unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are recognised in profit or loss when the liabilities -are
derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees ‘or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is ‘included in- finance
costs in profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender .on substantially. different terms,
or the terms of an existing liability are substantially modified, such :an exchange .or modification is ‘treated as a
derecognition of the original liability and a recognition of a new liability, and-the difference between the respective
carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and ithe net ‘amount:is reported in the statement -of financial
position if there is a currently enforceable legal right-to offset the-recognised-amounts-and-there.is-an-intention to
settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
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ACCOUNTING POLICIES (CONTINUED)

2.4

Material accounting policies (Continued)
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the moving weighted
average method and, in the case of work in progress and finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash on hand and at banks, and short-
term highly liquid deposits with a maturity of generally within three months that are readily convertible into known
amounts of cash, subject to an insignificant risk of changes in value and held for the purpose of meeting short-term
cash commitments.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand
and at banks, and short-term deposits as defined above, less bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash management.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the
Reporting Period, taking into consideration interpretations and practices prevailing in the countries in which the
Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the Reporting Period
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

e when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss and does not give rise to equal taxable and deductible temporary
differences; and

. in respect of taxable temporary differences associated with investments in subsidiaries, associates and joint
ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of unused tax
credits and. any .unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable
profit: will ‘be -available: against which the deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

‘ when the deferred tax asset relating to the deductible temporary differences arises from the initial recognition
of ‘an asset orliability in a:transaction that is not a business combination and, at the time of the transaction,
affects-neither the-accounting profit nor taxable profit or loss and does not give rise to equal taxable and
deductible-temporary differences; and
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ACCOUNTING POLICIES (CONTINUED)

2.4

Material accounting policies (Continued)
Income tax (Continued)

. in respect of deductible temporary differences associated with investments in subsidiaries, associates and
joint ventures, deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each Reporting Period and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each Reporting Period and
are recognised to the extent that it has become probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated -to
which the Group will be entitled in exchange for transferring the goods or services to the customer. The variable
consideration is estimated at contract inception and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer ‘with: a: significant:benefit Jof
financing the transfer of goods or services to the customer for more than one year, revenue:is: measured at'the
present value of the amount receivable, discounted using the discount rate that would-be reflected-in- a-separate
financing transaction between the Group and the customer at contract inception.. When.the contract contains a
financing component which provides the Group with a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense accreted on the contract liability. under the effective
interest method. For a contract where the period between the payment by the ‘customer and the-transfer of ‘the
promised goods or services is one year or less, the transaction price-is-not adjusted for the effects-of a significant
financing component, using the practical expedient in IFRS 15.

Sale of products

Revenue from the sale of products is recognised at the point-in-time when control-of-the asset is transferred to-the
customer, generally on delivery of the products to the specific location-and-upon the-confirmation by the customer.
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ACCOUNTING POLICIES (CONTINUED)

2.4

Material accounting policies (Continued)
Revenue recognition (Continued)

Rights of return

For contracts which provide a customer with a right to return the products within a specific period, the expected
value method is used to estimate the goods that will not be returned because this method best predicts the
amount of variable consideration to which the Group will be entitled. The requirements in IFRS 15 on constraining
estimates of variable consideration are applied in order to determine the amount of variable consideration that
can be included in the transaction price. For goods that are expected to be returned, instead of revenue, a refund
liability is recognised. A right-of-return asset (and the corresponding adjustment to cost of sales) is also recognised
for the right to recover products from a customer.

Other income

Bank interest income is recognised on an accrual basis using the effective interest method by applying the rate
that exactly discounts the estimated future cash receipts over the expected life of the financial instrument or a
shorter period, when appropriate, to the net carrying amount of the financial asset.

Share-based payments

The Company operates a share option scheme (the “Pre-IPO Equity Incentive Plan”). Employees (including
directors) of the Group receive remuneration in the form of share-based payments, whereby employees render
services as consideration for equity instruments (“equity-settled transactions”). The cost of equity-settied
transactions with employees is measured by reference to the fair value at the date at which they are granted. The
fair value is determined by an external valuer using a binomial model, further details of which are given in note
26 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end of each Reporting Period until the vesting date
reflects the extent to which the vesting period has expired and the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to profit or loss for a period represents the movement in
the cumulative expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best estimate of
the number of equity instruments that will ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but without an associated service requirement,
are considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award
andlead to an immediate expensing of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have not been
met; no expense is recognised. Where awards include a market or non-vesting condition, the transactions are
treated ‘as vesting irrespective of whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms:of an-equity-settled award are modified, as a minimum an expense is recognised as if the terms
had-not been modified,-if the. original terms of the award are met. In addition, an expense is recognised for any
modification: that increases 'the total ‘fair value of the share-based payments, or is otherwise beneficial to the
employee as measured:at the date of modification. Where an equity-settled award is cancelled, it is treated as if it
had vested-on the date-of cancellation, and-any expense not yet recognised for the award is recognised immediately.
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2.4 Material accounting policies (Continued)
Other employee benefits
Pension schemes

The employees of the Group’s subsidiaries which operate in Chinese Mainland are required to participate in a
central pension scheme operated by the local municipal government. These subsidiaries are required to contribute
a certain percentage of its payroll costs to the central pension scheme. The contributions are charged to profit or
loss as they become payable in accordance with the rules of the central pension scheme.

The Group’s subsidiary which operates in Hong Kong operates a defined contribution Mandatory Provident Fund
retirement benefit scheme (the “MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance for those
employees who are eligible to participate in the MPF Scheme. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to profit or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF Scheme are held separately from those of the Group in
an independently administered fund. The Group’s employer contributions vest fully with the employees when
contributed into the MPF Scheme.

Borrowing costs

All borrowing costs are expensed in the period in which they are incurred.

Foreign currencies

These financial statements are presented in RMB, which is the Company’s functional currency. Each entity in the
Group uses RMB as its functional currency. Foreign currency transactions recorded by the entities in the Group
are initially recorded using their respective functional currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency rates of
exchange ruling at the end of the Reporting Period. Differences arising on settlement or translation of monetary
items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is treated in line with the recognition of the
gain or loss on change in fair value of the item (i.e., translation difference on the item whose fair value gain or loss
is recognised in other comprehensive income or profit or loss is also recognised in other comprehensive income
or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the non-monetary asset or non-monetary liability. arising from the
advance consideration. If there are multiple payments or receipts in advance, the Group determines the-transaction
date for each payment or receipt of the advance consideration.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements, estimates-and -assumptions
that affect the reported amounts of revenues, expenses, assets and liabilities, and their-accompanying. disclosures, and
the disclosure of contingent liabilities. Uncertainty about these assumptions and: estimates: could result:in:. outcomes that
could require a material adjustment to the carrying amounts of the assets or liabilities -affected in the-future.

Judgements

In the process of applying the Group’s accounting policies, management has: made the:following judgements; apart from
those involving estimations, which have the most significant effect on the-amounts-recognised- in the financial statements:

Research and development costs

All research costs are charged to profit or loss as-incurred. Costs.incurred .on each pipeline to:develop new products are
capitalised and deferred in accordance with the accounting policy for research and development costs in note 2.4 to the
financial statements. Determining the amounts to be capitalised-requires management to make judgements:on the technical
feasibility of existing pipelines to be successfully commercialised :and bring economic benefits-to the Group.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty

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

Accrual of research and development costs

The Group relies on contract research organisations, clinical site management operators and clinical trial centres
(collectively referred as “Outsourced Service Providers”) to conduct, supervise, and monitor the Group’s ongoing clinical
trials in the PRC. Determining the amounts of research and development costs incurred up to the end of each Reporting
Period requires the management of the Group to estimate and measure the progress of receiving research and development
services under the contracts with Outsourced Service Providers using inputs such as the number of patient enrolments,
time elapsed and milestone achieved.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than inventories,
financial assets and non-current assets), the asset’s recoverable amount is estimated. An asset’s recoverable amount is
the higher of the asset’s or cash-generating unit’s value in use and its fair value less costs of disposal, and is determined
for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable amount is determined for the cash-generating unit to which the
asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset. An impairment loss is charged to
profit or loss in the period in which it arises in those expense categories consistent with the function of the impaired asset.

OPERATING SEGMENT INFORMATION
Operating segment information

For management purposes, the Group has only one reportable operating segment, which is developing innovative and
comprehensive solutions that are tailored to meet the diverse and evolving needs of patients and consumers in the broader
dermatology treatment and care market. Since this is the only reportable operating segment of the Group, no further
operating segment analysis thereof is presented.

Geographical information

During the  Reporting Period, all of the Group’s revenue was derived from customers located in the PRC and nearly all of
the Group’s-non-current assets were located in the PRC, and therefore no geographical segment information is presented
in accordance with IFRS 8 Operation Segments.

Information -about major customers

Revenue derived from sales to customers, which amounted to more than 10% of the Group’s revenue for the years ended
31.December 2023 and 2022, is. as follows:

2023 2022

RMB’000 RMB’000

Customer A - 4,473
Customer B 27,587 —
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REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

2023 2022
RMB’000 RMB’000

Revenue from contracts with customers
Sale of products — at a point in time 137,623 11,366

There was no revenue recognised during the Reporting Period that was included in the contract liabilities at the beginning
of each Reporting Period and recognised from performance obligations satisfied in previous periods. Under the practical
expedient allowed by IFRS 15, the Group does not disclose the value of unsatisfied performance obligation.

Performance obligations
Sale of products

The performance obligation is satisfied upon delivery of products to the customers’ specific locations and confirmation by
the customers. The payment is generally made upon confirmation by the customers or due within 30 to 90 days from the
acceptance by the customers.

An analysis of other income and gains is as follows:

2023 2022
RMB’000 RMB’000
Other income
Government grants* 11,930 6,252
Bank interest income 21,758 16,447
Imputed interest income on rental and other deposits 173 26
Deemed interest income from loans to employees 244 166
Deemed interest income from loans to related parties (note 29) 1,239 732
Others 1,502 419
Total other income 36,846 24,042
Gains
Foreign exchange gains, net 20,801 73,979
Gain on termination of a lease contract B -
Fair value gains on financial assets at FVTPL 2,468 7,675
Total gains 23,306 81,654
Total other income and gains 60,152 105,696

*

The government grants have been received from: the: PRC: local: government ;authorities- to “support: certain
subsidiaries’ operating activities. There are no unfulfilled-conditions relating to-these government grants.
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LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging/(crediting):

2023 2022
RMB’000 RMB’000
Cost of sales 66,615 3,428
Cost of inventories recognised as expense
(included in research and development costs) 5,410 1,818
Research and development costs 215,711 180,756
Depreciation of property, plant and equipment 30,851 10,779
Depreciation of right-of-use assets 10,623 7,917
Amortisation of other intangible assets 1,010 224
Loss on disposal of items of property, plant and equipment 247 —
Gain on termination of a lease contract (37) -
Impairment losses on financial assets
— Impairment of trade receivables 752 —
Bank interest income (21,758) (16,447)
Government grants (11,930) (6,252)
Fair value gains on financial assets at FVTPL (2,468) (7,675)
Listing expenses 25,245 23,503
Fair value losses on convertible redeemable preferred shares 1,454,280 327,097
Foreign exchange differences, net (20,801) (73,979)
Staff costs (including directors’ emoluments):
— Independent non-executive directors’ fee 603 -
— Salaries, bonuses, allowances and benefits in kind 118,270 74,088
— Pension scheme contributions 9,449 5,619
— Share-based payment expenses 132,350 100,029
Total 260,672 179,736
Auditors’ remuneration 3,780 291
Lease payments not included in the measurement of lease liabilities 636 176
FINANCE COSTS
2023 2022
RMB’000 RMB’000
Interest on bank borrowings 2,007 —
Interest on lease liabilities 2,470 1,728
Total 4,477 1,728
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DIRECTORS’ AND CHIEF EXECUTIVE’'S REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits
of Directors) Regulation, is as follows:

2023 2022

RMB’000 RMB’000

Fees 603 —

Other emoluments:

Salaries, allowances and benefits in kind 6,015 2,817

Performance related bonuses* 5,260 1,468

Pension scheme contributions 86 67

Share-based payment expenses 55,956 18,886

Subtotal 67,317 23,238

Total fees and other emoluments 67,920 23,238
* Certain executive directors of the Company are entitled to performance related bonus payments.

In prior years, certain directors were granted share options and restricted share units, in respect of their services to the
Group, under the equity incentive plan of the Company, further details of which are set out in note 26 to the financial
statements. The fair value of such share options and restricted share units, which has been recognised in profit or loss
over the vesting period, was determined as at the date of grant and the amount included in the financial statements for
the current year is included in the above directors’ and chief executive’s remuneration disclosures.

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2023 2022

RMB’000 RMB’000

Mr. Chung Ming Kit 201 -
Mr. Tao Tak Yan Dennis 201 =
Mr. Ye Xiaoxiang 201 e
Total 603 =

Mr. Chung Ming Kit, Mr. Tao Tak Yan Dennis and Mr. Ye Xiaoxiang were appointed as. independent non-executive
directors of the Company with effect from 12 June 2023.

There were no other emoluments payable to the independent.-non-executive .directors.during.the year:(2022:-Nil).
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(b) Executive directors, non-executive directors and the chief executive
Share-
Salaries, based
allowances Performance Pension payment
and benefits related scheme expenses
Fees in kind bonuses contributions (note (i)) Total
2023 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors:
Ms. Zhang Lele (Chief executive
officer) (note (ii)) - 2,850 1,312 70 46,370 50,602
Mr. Huang Yuging (note (iii)) - 3,165 3,948 16 9,586 16,715
Subtotal - 6,015 5,260 86 55,956 67,317
Non-executive directors:
Dr. Chen Lianyong (note (v)) - - - - - -
Dr. Xie Qin (note (v)) - - - - - -
Dr. Huang Xiao (note (vi)) - - - - - -
Ms. Yang Yunxia (note (vi)) - - - - - -
Subtotal - - - - - -
Total - 6,015 5,260 86 55,956 67,317
Share-
Salaries, based
allowances  Performance Pension payment
and benefits related scheme  expenses
Fees in kind bonuses  contributions (note (i) Total
2022 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000 RMB’000
Executive directors:
Ms. Zhang Lele (Chief executive
officer) (note (ii)) - 2,451 1,312 65 17,239 21,067
Mr. Huang Yugqing (note (iv)) - 366 156 2 1,647 2,171
Subtotal — 2,817 1,468 67 18,886 23,238
Non-executive directors:
Dr. Chen Lianyong (note (v)) - - - - - -
Dr. Xie Qin (note (v)) - - - - - -
Dr.-Huang Xiao (note (vi)) - - - - - -
Ms: Yang Yunxia (note (vi)) - - - - - -
Subtotal — - - - — —
Total - 2,817 1,468 67 18,886 23,238

There :was no ‘arrangement under which a director or the chief executive waived or agreed to waive any
remuneration: during the year.

Notes:

(i) No cash settlement alternatives for those share-based payments.

(i) Ms:Zhang Lele was appointed as a director of the Company with effect from 12 May 2020 and re-designated
as an.executive director.of the Company with effect from 15 November 2022. Ms. Zhang Lele was also the
chief executive of the.Company-and -her remuneration disclosed above included the remuneration for the

services rendered-by her-as the-chief executive.

(iif) The ‘performance related bonuses of-Mr. Huang Yuqing during the Reporting Period included one-time
incentive-payments-amounting to-HK$3,000,000 upon the successful initial public offering.
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S REMUNERATION (CONTINUED)

(b) Executive directors, non-executive directors and the chief executive (Continued)

Notes: (Continued)

(iv) Mr. Huang Yuqging was appointed as an executive director of the Company with effective from 15 November
2022. The amounts for the year ended 31 December 2022 represented the remuneration of Mr. Huang
Yugqing in respect of his qualifying services as an executive director from 15 November 2022 to 31 December
2022.

(v) Dr. Chen Lianyong and Dr. Xie Qin were appointed as directors of the Company with effect from 23 August
2019 and re-designated as non-executive directors of the Company with effect from 15 November 2022.

(vi) Dr. Huang Xiao and Ms. Yang Yunxia were appointed as directors of the Company with effect from 26
August 2020 and re-designated as non-executive directors of the Company with effect from 15 November
2022.

) FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two directors and the chief executive (2022: two directors,
including an individual being appointed as a director during the year ended 31 December 2022. The total remuneration of
this individual for the year ended 31 December 2022, including the remuneration in respect of his qualifying services as a
director, is comprised of salaries, bonuses, allowances and benefits in kind of RMB4,178,000, pension scheme contributions
of RMB15,000 and share-based payment expenses of RMB11,298,000), details of whose remuneration are set out in note
8 above. Details of the remuneration for the year of the remaining three (2022: three) highest paid employees who are
neither a director nor chief executive of the Company are as follows:

2023 2022

RMB’000 RMB’000

Salaries, allowances and benefits in kind 5,597 5,257
Performance related bonuses* 592 576
Pension scheme contributions 188 174
Share-based payment expenses 23,129 24,521
Total 29,506 30,528
* Certain highest paid employees who are neither a director nor chief executive of the Company-are -entitled ‘to

performance related bonus payments.
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FIVE HIGHEST PAID EMPLOYEES (CONTINUED)

The number of non-director and non-chief executive highest paid employees whose remuneration fell within the following
bands is as follows:

2023 2022

Number of Number of

employees employees

HK$9,500,001 to HK$10,000,000 1 -
HK$11,000,001 to HK$11,500,000 1 2
HK$11,500,001 to HK$12,000,000 1 -
HK$13,000,001 to HK$13,500,000 - 1
Total 3 3

In prior years, share options and restricted share units were granted to the non-director and non-chief executive highest
paid employees in respect of their services to the Group, further details of which are included in the disclosures in note
26 to the financial statements. The fair value of such options and restricted share units, which has been recognised in
profit or loss over the vesting period, was determined as at the date of grant and the amount included in the financial
statements for the current year is included in the above non-director and non-chief executive highest paid employees’
remuneration disclosures.

During the year, no highest paid employees waived or agreed to waive any remuneration and no remuneration was
paid by the Group to any of the five highest paid employees as an inducement to join or upon joining the Group or as
compensation for loss of office.

INCOME TAX

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in which members
of the Group are domiciled and operate.

Cayman Islands

Under the current laws of the Cayman Islands, the Company is not subject to tax on income or capital gains. In addition,
upon payments of dividends by the Company to its shareholders, no Cayman Islands withholding tax is imposed on the
Company.

Hong -Kong

The subsidiary -incorporated in Hong Kong is subject to Hong Kong profits tax at the rate of 16.5% (2022: 16.5%) on any
estimated assessable. profits arising in Hong Kong during the year. No Hong Kong profits tax was provided for as the
Group did not generate any assessable profits arising in Hong Kong during the years ended 31 December 2023 and 2022.

Chinese Mainland

Pursuant:to. the :Corporate: Income Tax Law of the People’s Republic of China and the respective regulations (the “CIT
Law”), the subsidiaries which operate in Chinese Mainland are subject to CIT at a rate of 25% (2022: 25%) on the taxable
income during the ‘'year.

Pursuant to.the relevant CIT Law,.Cutia- Wuxi-enjoyed a super deduction of 200% on qualifying research and development
expenditures during the ‘Réporting-Peériod. In.addition, Cutia Shanghai enjoyed a super deduction of 175% and 200% on
qualifying research ‘and .development expenditures during the nine months from 1 January 2022 to 30 September 2022
and three months from-1 ‘October 2022 to 31° December 2022, respectively.
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INCOME TAX (CONTINUED)
Chinese Mainland (Continued)

A reconciliation of the tax expense applicable to loss before tax at the statutory tax rate for the jurisdiction in which the
Company and its major subsidiaries are domiciled to the tax expense at the effective tax rate is as follows:

2023 2022

RMB’000 RMB’000

Loss before tax (1,963,758) (555,836)
Tax at the statutory tax rate (25%) (490,940) (138,959)
Tax effect of expenses not deductible for tax purposes 394,793 88,524
Additional deductible allowance for research and development expenses (18,461) (15,849)
Tax effect of tax losses not recognised 97,783 60,580
Tax effect of deductible temporary differences not recognised 9,606 4,378
Effect of different tax rates of subsidiaries operating in other jurisdictions 7,219 1,326

Tax charge at the Group’s effective rate - -

The Group has accumulated tax losses in Hong Kong of approximately RMB100,525,000 (2022: RMB15,600,000) in
aggregate as at 31 December 2023 that are available indefinitely for offsetting against future taxable profits of the company
in which the losses arose. The Group has accumulated tax losses in Chinese Mainland of RMB827,439,000 (2022:
RMB492,355,000) in aggregate as at 31 December 2023 that would expire in one to five years for offsetting against future
taxable profits of the companies in which the losses arose.

The Group has unrecognised deductible temporary differences of RMB59,668,000 (2022: RMB21,245,000) as at 31
December 2023. The unrecognised deductible temporary differences are mainly related to the advertising and promotional
expenses that exceed 15% of the revenue for the current tax year which is allowed to be carried forward to the following
tax years for deduction within the deduction limit.

Deferred tax assets have not been recognised in respect of these losses and temporary differences as they have arisen
in the subsidiaries that have been loss-making for some time and it is not considered probable that taxable profits-in
foreseeable future will be available against which the tax losses can be utilised.

DIVIDENDS

No dividend was paid or proposed for ordinary shareholders of the Company for the year ended 31 December 2023, nor
has any dividend been proposed since the end of the Reporting Period (2022: Nil).

LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS: OF. THE:PARENT.

The calculation of the basic loss per share amounts is based on the loss for the year attributable to:ordinary equity. holders
of the parent, and the weighted average numbers of ordinary shares in issue after taking into account-the retrospective
adjustments on the assumption that the Share Subdivision as disclosed in note 24 had been-in effect-on 1-January 2022.

No adjustment has been made to the basic loss per share amounts presented for the years ended 31 December 2023

and 2022 in respect of a dilution as the impact of convertible redeemable preferred shares; over-allocation option; share
options and restricted share units had an anti-dilutive effect on the basic loss per-share amounts presented:
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12. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

(CONTINUED)

The calculations of basic and diluted loss per share are based on:

2023 2022
Loss
Loss attributable to ordinary equity holders of the parent for the purpose
of calculating basic and diluted loss per share (RMB’000) (1,963,758) (555,836)
Shares
Weighted average number of ordinary shares in issue during the year
used in the basic and diluted loss per share calculation 204,614,716 80,045,710
Loss per share (basic and diluted) (RMB per share) (9.60) (6.94)
13. PROPERTY, PLANT AND EQUIPMENT
Machinery Office and Construction
and electronic Motor Leasehold in progress
equipment equipment vehicles  improvements (“CIP”) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
31 December 2023
At 1 January 2023:
Cost 49,339 2,671 888 136,378 7,226 196,502
Accumulated depreciation (5,649) (560) (179) (10,716) - (17,104)
Net carrying amount 43,690 2,111 709 125,662 7,226 179,398
At 1 January 2023, net of
accumulated depreciation 43,690 2,111 709 125,662 7,226 179,398
Additions 15,248 3,851 - 9,920 7,967 36,986
Transfer from CIP 2,702 - - 2,394 (5,096) -
Transfer to other intangible assets - - - - (7,614) (7,614)
Disposals (218) (37) - - - (255)
Depreciation -provided during
the year (8,088) (1,106) (200) (21,457) - (30,851)
At 31.December 2023, net of
accumulated depreciation 53,334 4,819 509 116,519 2,483 177,664
At 31:December 2023:
Cost 66,984 6,433 888 148,692 2,483 225,480
Accumulated-depreciation (13,650) (1,614) (379) (32,173) - (47,816)
Net carrying amount 53,334 4,819 509 116,519 2,483 177,664
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and electronic Motor Leasehold
equipment equipment vehicles improvements CIP Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
31 December 2022
At 1 January 2022:
Cost 18,062 941 374 13,161 29 32,567
Accumulated depreciation (2,142) (243) (7) (3,933) - (6,325)
Net carrying amount 15,920 698 367 9,228 29 26,242
At 1 January 2022, net of
accumulated depreciation 15,920 698 367 9,228 29 26,242
Additions 29,727 1,730 514 - 131,964 163,935
Transfer from CIP 1,550 - - 123,217 (124,767) -
Depreciation provided during
the year (3,507) (317) (172) (6,783) - (10,779)
At 31 December 2022, net of
accumulated depreciation 43,690 2,111 709 125,662 7,226 179,398
At 31 December 2022:
Cost 49,339 2,671 888 136,378 7,226 196,502
Accumulated depreciation (5,649) (560) (179) (10,716) - (17,104)
Net carrying amount 43,690 2,111 709 125,662 7,226 179,398

At 31 December 2023, no property, plant and equipment were pledged (2022: Nil).

LEASES

The Group as a lessee

The Group has lease contracts for various items of plant and office premises used in its operations. Leases .of plant
generally have lease terms of 12 years, while office premises generally have lease terms between 3 and 6 years. Generally,
the Group is restricted from assigning and subleasing the leased assets outside the Group.

(a) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the year are as follows:

Plant Office premises Total

RMB’000 RMB’000 RMB’000

As at 1 January 2022 19,306 5,241 24,547
Additions - 32,980 32,980
Depreciation charge (1,643) (6,274) (7,917)
As at 31 December 2022 and 1 January 2023 17,663 31,947 49,610
Additions - 9,720 9,720
Depreciation charge (1,643) (8,980) (10,623)
Termination of a lease contract - (363) (363)
As at 31 December 2023 16,020 32,324 48,344
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LEASES (CONTINUED)

The Group as a lessee (Continued)

(b)

(c)

(d)

Lease liabilities

The carrying amount of lease liabilities and the movements during the year are as follows:

2023 2022
RMB’000 RMB’000

Carrying amount at 1 January 54,128 26,531
New leases 9,720 32,753
Accretion of interest recognised during the year 2,470 1,728
Termination of a lease contract (400) -
Payments (11,574) (6,884)
Carrying amount at 31 December 54,344 54,128
Analysed into:

Current portion 11,374 8,830

Non-current portion 42,970 45,298
The maturity analysis of lease liabilities is disclosed in note 32 to the financial statement.
The amounts recognised in profit or loss in relation to leases are as follows:

2023 2022
RMB’000 RMB’000

Interest on lease liabilities 2,470 1,728
Depreciation charge of right-of-use assets 10,623 7,917
Gain on termination of a lease contract (37) -
Expenses relating to short-term leases 352 128
Expenses relating to low-value assets 284 48
Total amount recognised in profit or loss 13,692 9,821

The total cash outflow for leases is disclosed in

note 27(c) to the financial statements.
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Software
RMB’000
At 1 January 2023:
Cost 1,002
Accumulated amortisation (405)
Net carrying amount 597
Cost at 1 January 2023, net of accumulated amortisation 597
Additions 609
Transfer from CIP 7,614
Amortisation provided during the year (1,010)
At 31 December 2023 7,810
At 31 December 2023:
Cost 9,225
Accumulated amortisation and impairment (1,415)
Net carrying amount 7,810
Software
RMB’000
At 1 January 2022:
Cost 398
Accumulated amortisation (181)
Net carrying amount 217
Cost at 1 January 2022, net of accumulated amortisation 217
Additions 604
Amortisation provided during the year (224)
At 31 December 2022 597
At 31 December 2022:
Cost 1,002
Accumulated amortisation (405)
Net carrying amount 597
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PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2023 2022
RMB’000 RMB’000
Non-current:
Loans to employees* 5,221 4,991
Deemed prepaid remuneration to employees* 2,043 2,307
Rental and other deposits 7,670 3,538
Value-added tax recoverable - 12,747
Prepayments for purchase of items of other intangible assets 72 497
Prepayments for purchase of items of property, plant and equipment 5,163 11,141
Total 20,169 35,221
Current:
Rental deposits 733 593
Deemed prepaid remuneration to employees* 256 244
Prepayments 20,392 37,756
Other receivables 5,318 58
Value-added tax recoverable 8,156 2,725
Deferred issue costs - 6,208
Total 34,855 47,584
* The Group provided unsecured and non-interest-bearing loans of RMB1,589,000, RMB5,280,000 and RMB673,000

to employees in December 2021, March 2022 and December 2022, respectively, with terms ranging from 7.5 years
to 10 years. On initial recognition, the receivables were measured at fair value, which in this case were equal to
the loan amounts given discounted to the present value using an effective interest rate of 4.90%. The difference
between the loan amounts and their fair values was treated as deemed prepaid remuneration to employees and

was amortised through the expected service period over the loan terms.

The financial assets included in the above balances relate to receivables for which there was no recent history of default
and past due amounts. In addition, there is no significant change in the economic factors based on the assessment of
the -forward-looking information, so the directors of the Company are of the opinion that the ECLs in respect of these

balances are minimal.
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TRADE RECEIVABLES

2023 2022

RMB’000 RMB’000

Trade receivables 62,950 98
Impairment (752) -
Net carrying amount 62,198 98

The Group’s trading terms with some of its customers are on credit. The Group primarily allows a credit period of 30
to 90 days. Each customer has a maximum credit limit. The Group seeks to maintain strict control over its outstanding
receivables to minimise credit risk. Overdue balances are reviewed regularly by senior management. The Group has certain
concentrations of credit risk as the Group’s trade receivables are due from a few customers. The Group does not hold any
collateral or other credit enhancements over its trade receivable balances. Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of the Reporting Period, based on the invoice date and net of
loss allowance, is as follows:

2023 2022

RMB’000 RMB’000

Within 1 month 21,268 70

1 month to 6 months 40,824 28

6 months to 12 months 106 -

Total 62,198 98
The movements in the loss allowance for impairment of trade receivables are as follows:

2023 2022

RMB’000 RMB’000

At beginning of year - -

Impairment losses, net 752 —

At end of year 752 -

An impairment analysis is performed at each reporting date using a provision matrix to measure expected-credit losses.
The provision rates are based on ageing for groupings of various customer segments with similar-loss. patterns.(i.e.; by
customer type). The calculation reflects the probability-weighted outcome, the time value of money:and:reasonable and
supportable information that is available at the reporting date about past events, current conditions.and forecasts of future
economic conditions. Generally, trade receivables are written off if past due for more than: one:year and are.not subject
to enforcement activity.

Set out below is the information about the credit risk exposure on the Group’s trade receivables using a provision matrix:

As at 31 December 2023

Ageing
Within 1to 6 6 to 12
1 month months months Total
Expected credit loss rate 1.04% 1.27% 2.75% 1.19%
Gross carrying amount (RMB’000) 21,492 41,349 109 62,950
Expected credit losses (RMB’000) 224 525 3 752
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INVENTORIES
2023 2022
RMB’000 RMB’000
Raw materials 2,234 1,376
Finished goods 43,080 18,620
Total 45,314 19,996
FINANCIAL ASSETS AT FVTPL
2023 2022
RMB’000 RMB’000
Financial products 469,337 43,496

The financial assets measured at FVTPL represented financial products with no predetermined return which are principal
protected investments. The financial products are with expected yield rates, depending on the market prices of underlying
financial instruments, including bonds, debentures and other financial assets. Hence their contractual cash flows do not
qualify for solely payments of principal and interest. The expected yield rates ranged from 1.5% to 4.5% per annum as at
31 December 2023 (31 December 2022: 2.86% to 3.05% per annum).

TIME DEPOSITS OVER THREE MONTHS/CASH AND CASH EQUIVALENTS

Time deposits over three months

2023 2022

RMB’000 RMB’000

Time deposits over three months 330,192 567,145
Denominated in

RMB 193,420 -

United States dollars (“US$”) 136,772 567,145

The time deposits are placed with banks in the PRC with a term of over three months upon placement, which carry interest
at a fixed rate between 2.05% and 5.40% (2022: 3.574% and 4.50%) per annum as at 31 December 2023.
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TIME DEPOSITS OVER THREE MONTHS/CASH AND CASH EQUIVALENTS (CONTINUED)

Cash and cash equivalents

2023 2022

RMB’000 RMB’000

Cash and cash equivalents 473,120 465,866
Denominated in

RMB 424,381 381,658

US$ 47,885 84,208

HK$ 854 -

The RMB is not freely convertible into other currencies, however, under Chinese Mainland’s Foreign Exchange Control
Regulations and Administration of Settlement, and Sale and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are made for
varying periods of between one day and three months depending on the immediate cash requirements of the Group, and
earn interest at the respective short term time deposit rates. The bank balances are deposited with creditworthy banks
with no recent history of default.

TRADE AND OTHER PAYABLES

2023 2022

RMB’000 RMB’000

Trade payables 20,292 -
Accrued expenses for research and development services 23,105 6,021
Payables for purchase of items of property, plant and equipment 3,454 28,176
Other payables 41,208 2,943
Salary and bonus payables 11,735 11,859
Other taxes payable 1,342 960
Accrued listing expenses 12,467 18,613
Total 113,603 68,572

An ageing analysis of the trade payables as at the end of the Reporting Period, based on the invoice date, is as:follows:

2023 2022
RMB’000 RMB’000
Within 3 months 20,292 =

Trade and other payables are unsecured, non-interest-bearing and repayable on demand. The carrying amounts of financial
liabilities included in trade and other payables as at 31 December 2023-and-2022-approximated to-their fair-values due
to their short-term maturities.
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INTEREST-BEARING BANK BORROWINGS

2023 2022
Effective Effective

interest Amount interest Amount

rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
Current
Bank loans — unsecured 3.65 2024 69,361 — - —
Bank loans — unsecured 3.19 2024 10,150 — - —
Bank loans — unsecured 3.55 2024 9,900 — - —
Current portion of long term bank loans

— secured (note) 3.45 2024 40,000 - - -

Total — current 129,411 —
Non-current
Other secured bank loans (note) 3.45 2025-2026 60,000 - - -
Total — non-current 60,000 —
Total 189,411 -

2023 2022
RMB’000 RMB’000
Analysed into:
Bank loans repayable:
Within one year or on demand 129,411 -
In the second year 40,000 =
In the third to fifth years, inclusive 20,000 =
Total 189,411 -
The carrying amounts of borrowings are denominated in the following currency:
2023 2022
RMB’000 RMB’000
RMB 189,411 -
An analysis: of the ‘carrying amounts of borrowings by type of interest rate is as follows:
2023 2022
RMB’000 RMB’000
Fixed interest rate 189,411 —

Note: - ‘The:Company:- has: guaranteed .certain of: the Group’s. bank loans up to RMB120,000,000

Reporting: Period.

as at the end of the
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CONVERTIBLE REDEEMABLE PREFERRED SHARES

In August 2019, the Company entered into a purchase agreement of series A-1 convertible preferred shares with 6
Dimensions Capital, L.P. and 6 Dimensions Affiliates Fund, L.P. (collectively referred to as the “Offshore Investors”),
pursuant to which the Company issued 5,000,000 series A-1 convertible preferred shares with a par value of US$0.0001
each (“Series A-1 Convertible Preferred Shares”) at a price of US$1.00 per share for a total consideration of
US$5,000,000 (equivalent to RMB35,286,000).

Meanwhile, Cutia Shanghai, the subsidiary of Cutia HK, issued 50.43% ordinary shares to Suzhou 6 Dimensions Venture
Capital Partnership L.P. (“Suzhou 6 Dimensions”) and Suzhou Frontline BioVentures Venture Capital Fund Il L.P.
(“Suzhou Frontline II") (collectively referred to as the “Onshore Investors”) for a total consideration of US$15,000,802
(equivalent to RMB105,448,000) (the “Agreement”). Upon the equity investment, the Company also granted the Onshore
Investors or their designated affiliates or nominees with a share purchase option. Pursuant to which, when the Onshore
Investors choose to dispose of their equity interests in Cutia Shanghai to Cutia HK for a consideration of the original
investment amount or a consideration by reference to the valuation of Cutia Shanghai determined by the Group and the
Onshore Investors, the Onshore Investors should subscribe 8,004,571 ordinary shares, 5,000,000 Series A-1 Preferred
Shares and 4,285,714 series A-2 convertible preferred shares of the Company (“Series A-2 Convertible Preferred
Shares”) (collectively referred to as the “Series A Convertible Preferred Shares”) at the same consideration received
form Cutia HK.

In August 2020, the Company entered into a purchase agreement of series B convertible redeemable preferred shares
with a group of investors, pursuant to which the Company issued 20,571,428 series B convertible redeemable preferred
shares with a par value of US$0.0001 each (“Series B Convertible Redeemable Preferred Shares”) at a price of
US$8.75 per share for the total consideration of US$180,000,000 (equivalent to RMB1,234,580,000). In the meanwhile, a
redemption right was granted to the holders of Series A Convertible Preferred Shares, resulting in the conversion of Series
A Convertible Preferred Shares to the series A convertible redeemable preferred shares with a par value of US$0.0001
each (“Series A Convertible Redeemable Preferred Shares”).

In November 2020, the Onshore Investors exercised their share purchase options. Pursuant to the Agreement entered
into, the Onshore Investors transferred all of their equity interests in Cutia Shanghai to Cutia HK for a total consideration
of US$15,000,802 (equivalent to RMB98,422,000) and the Company issued 8,004,571 ordinary shares at a price of
US$0.0001 per share with the total consideration of US$802 (equivalent to RMB6,000), 5,000,000 series A-1 convertible
redeemable preferred shares at a price of US$1.00 per share with the total consideration of US$5,000,000 (equivalent
to RMB32,806,000) and 4,285,714 series A-2 convertible redeemable preferred shares at a price of US$2.33. per share
with the total consideration of US$10,000,000 (equivalent to RMB65,610,000) to the Onshore Investors. After exercising
the share purchase option and completing the transfer of equity interests in Cutia Shanghai to Cutia HK, Cutia Shanghai
became an indirect wholly-owned subsidiary of the Company.

In September 2021, the Company entered into a purchase agreement of series C convertible redeemable preferred shares
with a group of investors, pursuant to which the Company issued 5,682,249 series C convertible redeemable preferred
shares with a par value of US$0.0001 each (“Series C Convertible Redeemable Preferred Shares”)-at a price -of
US$13.199 per share for the total consideration of US$75,000,001.01 (equivalent to RMB483,994,000).

Details of the key terms of the above convertible redeemable preferred shares were set out.in: note 21 of /Appendix .l in
the prospectus published on 31 May 2023.

The Group has designated the convertible redeemable preferred shares-as -whole -as financial -liabilities. measured at

fair value through profit or loss and presented as convertible redeemable:preferred shares in the ‘statements:of financial
position. The change in fair value of the convertible redeemable preferred shares:is:charged :to.profit or loss.
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CONVERTIBLE REDEEMABLE PREFERRED SHARES (CONTINUED)

All issued convertible redeemable preferred shares had been automatically converted into 202,696,955 ordinary shares
upon the successful Global Offering of the Company on 12 June 2023 and then fair value of financial liabilities of
RMB4,024,301,000 had been reclassified to equity accordingly.

The movements of convertible redeemable preferred shares of the Group are set out below:

Series A Convertible Series B Convertible Series C Convertible

Redeemable Preferred Redeemable Preferred Redeemable Preferred
Shares Shares Shares Total

Number of Number of Number of

shares RMB’000 shares RMB’000 shares RMB’000 RMB’000
As at 1 January 2022 14,285,714 588,195 20,571,428 1,178,853 5,682,249 475,876 2,242,924
Changes in fair value - 138,907 - 188,484 - (294) 327,097
As at 31 December 2022 14,285,714 727,102 20,571,428 1,367,337 5,682,249 475,582 2,570,021
Changes in fair value - 691,025 - 674,767 - 88,488 1,454,280
Share Subdivision 57,142,856 - 82,285,712 - 22,728,996 - -

Conversion into ordinary shares (71,428,570)  (1,418,127) (102,857,140) (2,042,104) (28,411,245)  (564,070) (4,024,301)

As at 31 December 2023 - - = - - - _

The Group has used the discounted cash flow method to determine the underlying equity value of the Company and
adopted the equity allocation model to determine the fair value of the convertible redeemable preferred shares. Key
assumptions are set out below:

2022
Risk-free interest rate 4.29%
DLOM 5.5%
Volatility 37.50%

The Group estimated the risk-free interest rate based on the yield of the United States Government Bond with maturity
close to the expected exit timing as at the valuation date. The DLOM was estimated based on the option-pricing method.
Under the option-pricing method, the cost of put option, which can hedge the price change before the privately held share
can.bé sold, was considered as a basis to determine the lack of marketability discount. Volatility was estimated based on
annualised standard deviation of daily shares price return of comparable companies for a period from the valuation date
and with a'similar span as time to expiration.
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SHARE CAPITAL

Shares
2023 2022
RMB’000 RMB’000
Issued and fully paid:
304,024,465 ordinary shares of US$0.00002 each
(2022:16,009,142 ordinary shares of US$0.0001 each) 43 11
A summary of movements in the Company’s share capital is as follows:
Number of
shares in issue Share capital
RMB’000
At 1 December 2022 and 31 December 2022 16,009,142 11
Share Subdivision (note a) 64,036,568 =
Conversion of convertible redeemable preferred shares
to ordinary shares upon initial public offering (note b) 202,696,955 29
Issue of shares upon initial public offering (note c) 21,281,800 3
At 31 December 2023 304,024,465 43
Notes:
a Pursuant to the shareholders’ resolution dated on 30 May 2023, the authorised share capital of the Company with

a par value of US$0.0001 each was subdivided into 5 shares with a par value of US$0.00002 each (the “Share
Subdivision”), such that immediately following the Share Subdivision, the authorised share capital of the Company.
is US$50,000 divided into 2,500,000,000 shares, consisting of (i) 2,297,303,045 ordinary shares, (ii) 71,428,570
series A preferred shares, (iii) 102,857,140 series B preferred shares, and (iv) 28,411,245 series C preferred
shares, of a par value of US$0.00002 each.

All convertible redeemable preferred shares were automatically converted into ordinary shares .on a one for one
basis by the re-designation upon the successful initial public offering on 12 June 2023. As:a result, the financial
liabilities for convertible redeemable preferred shares were derecognised and recorded ‘as-share - capital -of
RMB29,000 and share premium of RMB4,024,272,000.

In connection with the Company’s Hong Kong Public Offering and the: International :Offering .on 112 June 2023,

21,281,800 ordinary shares of US$0.00002 each were issued and allotted at an offer price ‘of HK$21.85 per share
for a total gross consideration of HK$465,007,000 (equivalent to RMB422,524,000).

m
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RESERVES

The amounts of the Group’s reserves and the movements therein for the current and prior years are presented in the
consolidated statement of changes in equity of the financial statements.

Other reserve

Other reserve of the Group represents the excess of the carrying amount of the non-controlling interests acquired over the
consideration and the present value of the amount payable at the time of redemption of a put option over non-controlling
interests.

Share option reserve

The share option reserve represents the share-based payment reserve related to the Pre-IPO Equity Incentive Plan.

Share premium

The share premium of the Group represents the share premium contributed by the shareholders of the Company.

SHARE-BASED PAYMENT TRANSACTIONS
Pre-IPO Equity Incentive Plan

The Company operates the Pre-IPO Equity Incentive Plan, which was adopted pursuant to a resolution passed on 23
August 2019, for the purpose of providing incentives and rewards to eligible participants who contribute to the success of
the Group’s operations. Eligible participants of the Pre-IPO Equity Incentive Plan include any officers, directors, employees
of the Group, and any individual consultants or advisors who render or have rendered bona fide services to the Group.

The directors of the Company approved up to 3,990,858 shares of the Company after the sub-division of ordinary shares
on 23 August 2019, in which options may be granted under the Pre-IPO Equity Incentive Plan. On 6 January 2021, a
resolution was passed by the board of directors of the Company to increase the capacity of the Pre-IPO Equity Incentive
Plan to 6,713,843 shares. On 30 November 2021, a resolution was passed by the board of directors of the Company
to increase the capacity of the Pre-IPO Equity Incentive Plan to 14,137,134 shares. After taking account of the Share
Subdivision, the capacity of the Pre-IPO Equity Incentive Plan was increased to 70,685,670 shares.

There are no cash settlement alternatives. The Group does not have a past practice of cash settlement for these share
options and restricted share units. The Group accounts for the Pre-IPO Equity Incentive Plan as an equity-settled plan.

Share options and restricted share units do not confer rights on the holders to dividends or to vote at shareholders’
meetings.

(a) Share options

On 23°August 2019, 219,429 share options (“Batch 1”), which can be vested immediately, were granted to one
consultant of the Group. During the prior years, 3,162,856 share options (“Batch 2”), 183,600 share options (“Batch
3%), 355,027 share options (“Batch 4”), 2,069,182 share options (“Batch 5”), 460,641 share options (“Batch 6”),
109,248 share options (“Batch 77), 59,812 share options (“Batch 8”) and 421,440 share options (“Batch 9”) were
granted to certain directors, certain employees and consultants of the Group. After taking account of the Share
Subdivision, the share options of the respective batches have been increased to 1,097,145, 15,814,280, 918,000,
1,775,135,:10,345,910, 2,303,205, 546,240, 299,060 and 2,107,200, respectively.
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26. SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)

(a)

Share options (Continued)

The share options have a service condition that shall vest over a 60-month period, consisting of a cliff vesting of
20% of the share options on the first year anniversary of the vesting commencement date and a vesting of 1/60*" of
the share options upon each successive monthly anniversary (or if there is no corresponding day, on the last day
of such month) for the next 48 months following such first year anniversary. As for Batch 8 and Batch 9, in addition
to time-based vesting condition, the number of restricted share units which shall vest also depends on the specific
performance target which is that grantees shall receive at least 3 points in the performance target annual review
during the vesting period. Also, pursuant to the board resolution dated on 30 November 2021, in case of a listing,
the vesting schedule of the unvested share options shall be accelerated by 50% on the six-month anniversary
of the Listing Date (the “Acceleration Date”), provided that the participants have been employed by or provided
services to the Group for at least one year upon the Acceleration Date (the “Modification”).

The exercise period of the share options will expire after ten years from the vesting commencement date.

The following share options were outstanding under the Pre-IPO Equity Incentive Plan during the year:

2023 2022
Weighted Weighted
average Number of average Number of
exercise price options exercise price options

US$ per share USS$ per share

At 1 January 0.97 6,710,541 0.94 6,265,473
Share Subdivision 0.19 26,842,164 — —
Granted during the year - - 1.45 481,252
Forfeited during the year 0.40 (297,400) 1.98 (36,184)
At 31 December 0.19 33,255,305 0.97 6,710,541

No share options were exercised during the year (2022: Nil).

The exercise prices and the fair value of the share options outstanding as at the end of each Reporting ‘Period
are as follows:

2023
Number of
share options Fair value at
outstanding Exercise price grant date
US$ per share USS$ per share
Batch 1 1,097,145 0.00002 0.0404
Batch 2 15,814,280 0.06 0.2689-0.2697
Batch 3 918,000 0.06 0.2689-0.2693
Batch 4 576,870 0.06 0.8764-0.8771
Batch 5 9,901,830 0.06/0.396 0.6037-0.8879
Batch 6 2,303,205 0.06/0.396 0.7083-0.9579
Batch 7 484,085 0.396 0.9261
Batch 8 243,345 0.06/0.396 0.9915-1.2918
Batch 9 1,916,545 0.06/0.396 0.8916-1.1999
33,255,305
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SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)

(a)

Share options (Continued)

2022
Number of
share options Fair value at
outstanding Exercise price grant date
USS$ per share US$ per share
Batch 1 219,429 0.0001 0.2020
Batch 2 3,162,856 0.3 1.3446-1.3485
Batch 3 183,600 0.3 1.3444-1.3467
Batch 4 115,374 0.3 4.3809-4.3857
Batch 5 1,988,366 0.30/1.98 3.0186-4.4397
Batch 6 460,641 0.30/1.98 3.5414-4.7897
Batch 7 99,023 1.98 4.6306
Batch 8 59,812 0.30/1.98 4.9574-6.4592
Batch 9 421,440 0.30/1.98 4.4581-5.9995
6,710,541

The fair values of the share options granted to the employees during the year ended 31 December 2022 were
estimated as at the date of grant using a binomial model, taking into account the terms and conditions upon which

the options were granted. The following table lists the inputs to the model used:

2022
Batch 8 Batch 9
Expected volatility 44.2% 44.3%
Risk-free interest rate 1.83% 4.14%
Exercise multiple 2.2/2.28 2.2/2.28

The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may

also not necessarily be the actual outcome.
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26. SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)

(b)

Restricted share units (the “RSUs”)

On 1 December 2021, 28 February 2022, 19 October 2022 and 20 November 2022, 369,715 RSUs, 3,097,989
RSUs, 1,944,883 RSUs and 1,952,418 RSUs were granted to two directors and certain employees of the Group,
respectively. After taking account of the Share Subdivision, the RSUs of the respective batches have been increased
to 1,848,575, 15,489,945, 9,724,415 and 9,762,090, respectively.

Except for the RSUs granted on 20 November 2022, the RSUs have a service condition that shall vest over a 4-year
period, consisting of a cliff vesting of 25% of the RSUs on the first year anniversary of the vesting commencement
date and an additional 25% of the RSUs upon each successive anniversary for the next 3 years following such
first year anniversary. As for the RSUs granted on 20 November 2022, the RSUs have a service condition that
shall vest over a 4.5-year period, consisting of a cliff vesting of 25% of the RSUs on the first year and a half
year anniversary of the vesting commencement date and an additional 25% of the RSUs upon each successive
anniversary for the next 3 years following such first and a half year anniversary, provided that the Company has
consummated an initial public offering of the Company and listing of the Company’s shares on a stock exchange.
In addition to a time-based vesting condition, the number of restricted share units which shall vest also depends
on the specific performance target which is the grantees shall receive at least 3 points in the performance target
annual review during the vesting period.

The exercise period of the RSUs will expire after ten years from the vesting commencement date.

The following RSUs were outstanding under the Pre-IPO Equity Incentive Plan during the year:

2023 2022

Weighted Weighted
average Number of average Number of
exercise price options exercise price options

USS$ per share USS$ per share
At 1 January 0.0001 7,325,321 0.0001 369,715
Share Subdivision 0.00002 29,301,284 - =
Granted during the year - - 0.0001 6,995,290
Forfeited during the year 0.00002 (879,490) 0.0001 (39,684)
At 31 December 0.00002 35,747,115 0.0001 7,325,321

No RSUs were exercised during the year (2022: Nil).
The exercise prices and the fair value of the RSUs outstanding as at the end of the Reporting: Period are as;follows:

As at 31 December 2023

Number of Fair value at

Grant date RSUs outstanding Exercise price grant date

USS$ per share USS$ per share

1 December 2021 1,612,835 0.00002 1.2820

28 February 2022 15,247,905 0.00002 1.3510

19 October 2022 9,716,215 0.00002 1.2584

20 November 2022 9,170,160 0.00002 1.2584
35,747,155
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SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)

(b)

Restricted share units (the “RSUs”) (Continued)
As at 31 December 2022

Number of Fair value at

Grant date RSUs outstanding Exercise price grant date

USS$ per share US$ per share

1 December 2021 330,031 0.0001 6.4100

28 February 2022 3,097,989 0.0001 6.7548

19 October 2022 1,944,883 0.0001 6.2919

20 November 2022 1,952,418 0.0001 6.2920
7,325,321

The fair value of the RSUs was estimated as at the date of grant, using a binomial model, taking into account the
terms and conditions upon which the RSUs were granted. Major inputs used for the determination of the fair value
of ordinary shares are listed as follows:

28 February 19 October 20 November

2022 2022 2022

Volatility 44.21% 44.29% 44.35%
Risk-free interest rate 1.83% 4.14% 3.82%
DLOM 8.50% 7.50% 7.50%

The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may
also not necessarily be the actual outcome.

At the end of the Reporting Period, the Company had 33,255,305 share options and 35,747,155 RSUs outstanding
under the Pre-IPO Equity Incentive Plan. The exercise in full of the outstanding share options and RSUs would,
under the present capital structure of the Company, result in the issue of 69,002,420 additional ordinary shares of
the Company and additional share capital of US$1,380 (before issue expenses).

At the date of approval of these financial statements, the Company had 32,541,145 share options and 35,747,115
RSUs 'outstanding under the Pre-IPO Equity Incentive Plan, which represented approximately 22.5% of the
Company'’s shares in issue as at that date.

The. total- share-based payment expenses recognised in profit or loss for share options and RSUs were
approximately RMB132,350,000 for the year ended 31 December 2023 (2022: RMB100,029,000).



Cutia Therapeutics
Annual Report 2023

27. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a)

(b)

(c)

Major non-cash transactions

During the year, the Group had non-cash additions to right-of-use assets of RMB9,720,000 (2022: RMB32,753,000)
and non-cash additions to lease liabilities of RMB9,720,000 (2022: RMB32,753,000), respectively, in respect of
lease arrangements for office premises.

Changes in liabilities arising from financing activities

Accrued Convertible Interest-

listing expenses redeemable bearing

included in other Lease preferred bank
payables liabilities shares  borrowings Total
At 1 January 2022 - 26,531 2,242,924 - 2,269,455
Changes from financing cash flows (2,380) (6,884) - - (9,264)
Changes from operating cash flows (8,718) - - - (8,718)
Listing expenses 23,503 - - - 23,503
Deferred issue costs 6,208 - - - 6,208
Accretion of interest - 1,728 - - 1,728
New leases - 32,753 - - 32,753
Changes in fair value - - 327,097 - 327,097
At 31 December 2022 and 1 January 2023 18,613 54,128 2,570,021 - 2,642,762
Changes from financing cash flows (8,904) (11,574) - 187,404 166,926
Changes from operating cash flows (36,341) - - - (36,341)
Listing expenses 25,245 - - - 25,245
Interest on bank borrowings - - - 2,007 2,007
Deferred issue costs 13,854 - - - 13,854
Accretion of interest - 2,470 - - 2,470
New leases - 9,720 - - 9,720
Termination of a lease contract - (400) - - (400)
Changes in fair value - - 1,454,280 - 1,454,280

Conversion of convertible redeemable
preferred shares to ordinary shares

upon initial public offering - - (4,024,301) - (4,024,301)
At 31 December 2023 12,467 54,344 - 189,411 256,222

Total cash outflow for leases

The total cash outflow for leases included in the consolidated statement of cash flows is as follows:

2023 2022

RMB’000 RMB’000

Within operating activities 636 176
Within financing activities 11,574 6,884
12,210 7,060
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COMMITMENTS

The Group had the following contractual commitments at the end of the Reporting Period:

2023 2022
RMB’000 RMB’000
Acquisition of property, plant and equipment, and other intangible assets 3,190 6,456
RELATED PARTY TRANSACTIONS
(a) The Group had the following transactions with related parties during the year:
2023 2022
RMB’000 RMB’000
Loans to (note)
Ms. Zhang Lele - 7,983
Mr. Wu Jiaru* - 958
Mr. Zhu Qi* - 1,409
Ms. Zhang Chunna* - 1,337
Dr. Lei Lei* - 1,317
Ms. Xu Jingxin* - 1,373
- 14,377
Deemed prepaid remuneration to (note)
Ms. Zhang Lele - 4,864
Mr. Wu Jiaru* - 577
Mr. Zhu Qi* - 848
Ms. Zhang Chunna* - 805
Dr. Lei Lei* - 793
Ms. Xu Jingxin* - 827
- 8,714
- 23,091
Deemed-interest-income from loans to key management (note)
Ms. Zhang Lele 789 397
Mr. WuJiaru* 67 50
Mr: Zhu Qi* 130 102
Ms: Zhang-Chunna* 100 76
Dr:Lei Lei* 78 55
Ms. Xu Jingxin* 75 52
1,239 732
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(b)

Outstanding balances with related parties:
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The Group
2023 2022
RMB’000 RMB’000
Amounts due from related parties:
Loans to related parties
— non-trade in nature and non-current (note):
Ms. Zhang Lele 16,877 16,089
Mr. Wu Jiaru* 1,432 1,366
Mr. Zhu Qi* 2,777 2,646
Ms. Zhang Chunna* 2,144 2,044
Dr. Lei Lei* 1,674 1,596
Ms. Xu Jingxin* 1,616 1,540
Subtotal 26,520 25,281
Deemed prepaid remuneration to related parties
— trade in nature (note)
Ms. Zhang Lele 7,097 7,885
Mr. Wu Jiaru* 618 684
Mr. Zhu Qi* 1,120 1,251
Ms. Zhang Chunna* 913 1,013
Dr. Lei Lei* 765 843
Ms. Xu Jingxin* 761 837
Subtotal 11,274 12,513
Total 37,794 37,794
Analysed into:
Current portion 1,300 1,240
Non-current portion 36,494 36,554

Those persons are key management personnel of the Company. Mr. Zhu-Qi is the: chief-medical officer.

Dr. Lei Lei is the senior vice president of the research and development department.-Ms. Zhang:Chunna'is
the senior vice president of the regulatory affairs department. Ms. Xu Jingxin:is the senior. vice president of
the manufacturing and quality control department. Mr. Wu Jiaru is the 'senior ‘vice president of the finance

and integrated management department.

The maturity dates of the loans borrowed by Ms. Zhang Lele in: 2021 and 2022 are: 1:September. 2029 and 20
November 2032, respectively. The maturity dates of the loans borrowed by.key management personnel fall between

5 August 2029 and 28 February 2032.
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RELATED PARTY TRANSACTIONS (CONTINUED)

(b)

(c)

(d)

Outstanding balances with related parties: (Continued)

The maximum amounts of the non-trade related receivables due from a director during the year:

2023 2022
RMB’000 RMB’000

Amount due from a related party
Ms. Zhang Lele 16,877 16,089

Note: The Group provided an eight-year unsecured and non-interest-bearing loans of RMB11,127,000 and a ten-
year unsecured and non-interest-bearing loans of RMB12,847,000 to Ms. Zhang Lele in December 2021
and December 2022, respectively. Meanwhile, the Group also provided unsecured and non-interest-bearing
loans of RMB3,576,000 and RMB10,244,000 to other key management personnel of the Group in December
2021 and March 2022, respectively, with terms ranging from 7.5 years to 10 years. On initial recognition,
the receivable was measured at fair value, which in this case was equal to the cash consideration given
discounted to the present value using an effective interest rate of 4.90%. The difference between the loan
amount and its fair value on initial recognition date was treated as deemed prepaid remuneration to Ms.
Zhang Lele and other key management personnel and is amortised through the expected loan terms.

The Group has assessed the expected loss rate for amounts due from related parties by considering the financial
position and credit history of these related parties and assessed that the expected credit loss is minimal.

Other transactions with a related party

On 7 August 2020, the Group entered into a lease agreement with Shanghai Huazhou Pressure Sensitive Adhesive
Products Co., Ltd. (“Shanghai Huazhou”) which is controlled by Suzhou Frontline Il, a shareholder of the Group,
pursuant to which the Group had additions to right-of-use assets of RMB2,470,000 and additions to lease liabilities
of RMB2,470,000. On 11 May 2021, the Group entered into another lease agreement with Shanghai Huazhou,
pursuant to which the Group had additions to right-of use assets of RMB104,000 and additions to lease liabilities
of RMB104,000.

The contracts between the Group and Shanghai Huazhou were terminated on 3 March 2023. Therefore, the amount
of lease liabilities was nil as at 31 December 2023 (2022: RMB409,000). The amount of interest expenses on lease

liabilities was RMB3,000 during the year ended 31 December 2023 (2022: RMB42,000).

Compensation of key management personnel of the Group

2023 2022

RMB’000 RMB’000

Salaries, bonuses, -allowances and benefits in kind 20,658 16,850
Pension scheme: contributions 397 380
Directors’-fee 603 -
Share-based payment-expenses 88,239 65,877
109,897 83,107

Further details-of directors’ and the chief executive’s emoluments are included in note 8 to the financial statements.
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The carrying amounts of each of the categories of financial instruments as at the end of the Reporting Period are as follows:

2023
Financial assets
Financial assets

at fair value through
profit or loss

Mandatorily Financial

designated assets at
as such amortised cost Total
RMB’000 RMB’000 RMB’000
Trade receivables - 62,198 62,198
Financial assets at FVTPL 469,337 - 469,337
Amounts due from related parties - 26,520 26,520

Financial assets included in prepayments,

other receivables and other assets - 18,942 18,942
Time deposits over three months - 330,192 330,192
Cash and cash equivalents - 473,120 473,120
Total 469,337 910,972 1,380,309

Financial liabilities

Financial liabilities
at amortised cost

RMB’000
Financial liabilities included in trade and other payables 100,526
Interest-bearing bank borrowings 189,411
Total 289,937
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FINANCIAL INSTRUMENTS BY CATEGORY (CONTINUED)

2022

Financial assets

Financial assets
at fair value through
profit or loss

Mandatorily Financial
designated assets at
as such amortised cost Total
RMB’000 RMB’000 RMB’000
Trade receivables - 98 98
Financial assets at FVTPL 43,496 - 43,496
Amounts due from related parties - 25,281 25,281
Financial assets included in prepayments,
other receivables and other assets - 7,334 7,334
Time deposits over three months - 567,145 567,145
Cash and cash equivalents - 465,866 465,866
Total 43,496 1,065,724 1,109,220
Financial liabilities
Financial liabilities
at fair value through
profit or loss
Designated as Financial
such upon liabilities at
initial recognition amortised cost Total
RMB’000 RMB’000 RMB’000
Financial liabilities included in trade and
other payables - 55,753 55,753
Convertible redeemable preferred shares 2,570,021 - 2,570,021
Total 2,570,021 HON53) 2,625,774

EAIR:VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and cash equivalents, time deposits over three months, trade
receivables; financial assets included in prepayments, other receivables and other assets (in the current portion), financial
liabilities included in trade-and other payables and interest-bearing bank borrowings (in the current portion) approximate
to their carrying.amounts-largely due to the short-term maturities of these instruments.

The Group’s finance department headed by the finance manager is responsible for determining the policies and procedures
for the-fair value- measurement-of financial instruments. At each reporting date, the finance department analyses the
movements.in. the values-of-financial-instruments and determines the major inputs applied in the valuation. The directors

review the results of the fair value - measurement of financial instruments periodically for financial reporting.
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FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (CONTINUED)

The fair values of the financial assets and liabilities are included at the amount at which the instrument could be exchanged
in a current transaction between willing parties, other than in a forced or liquidation sale. The following methods and
assumptions were used to estimate the fair values:

The fair values of the non-current portion of financial assets included in prepayments, other receivables and other assets,
amounts due from related parties and interest-bearing bank borrowings have been calculated by discounting the expected
future cash flows using rates currently available for instruments with similar terms, credit risk and remaining maturities.
The changes in fair value as a result of the Group’s own non-performance risk for interest-bearing bank borrowings as at
31 December 2023 were assessed to be insignificant.

The Group invests in wealth management products issued by portfolio companies in the Cayman Islands and banks in
Chinese Mainland. The Group has estimated the fair value of these unlisted investments by using a discounted cash flow

valuation model based on the market interest rates of instruments with similar terms and risks.

The fair value of the convertible redeemable preferred shares measured at FVTPL is determined using the valuation
techniques, including the discounted cash flow method, and is within Level 3 fair value measurement.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:
Assets measured at fair value:
As at 31 December 2023

Fair value measurement using

Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial products - 469,337 - 469,337

As at 31 December 2022

Fair value measurement using

Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial products - 43,496 = 43,496
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FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (CONTINUED)
Fair value hierarchy (Continued)

Liabilities measured at fair value:
As at 31 December 2022

Fair value measurement using

Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Convertible redeemable preferred shares - - 2,570,021 2,570,021

The Group did not have any financial liabilities measured at fair value as at 31 December 2023.

During the year, there were no transfers of fair value measurements between Level 1 and Level 2 and no transfers into
or out of Level 3 for both financial assets and financial liabilities (2022: Nil).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash and cash equivalents, time deposits over three months, financial
assets at FVTPL, trade receivables, interest-bearing bank borrowings and convertible redeemable preferred shares. The
main purpose of these financial instruments is to raise finance for the Group’s operations. The Group has various other
financial assets and liabilities such as financial assets included in prepayments, other receivables and other assets and
financial liabilities included in trade and other payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are foreign currency risk, credit risk and liquidity risk. The
board of directors reviews and agrees policies for managing each of these risks and they are summarised below.

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from changes in exchange rates.

The following table demonstrates the sensitivity at the end of the Reporting Period to a reasonably possible change in
the US$ and RMB exchange rates, with all other variables held constant, of the Group’s loss before tax (arising from US$
denominated financial instruments) and the Group’s equity.

Increase/
(decrease) in Increase/ Increase/
rate of foreign (decrease) in (decrease) in
currency loss before tax equity
% RMB’000 RMB’000

31. December: 2023
If RMB-weakens against US$ 5 (31,071) 31,071
If: RMB:strengthens-against-US$ (5) 31,071 (31,071)
31.December:2022
If RMB: weakens against US$ 5 (32,571) 32,571
If RMB-strengthens-against:US$ (5) 32,571 (32,571)
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s policy that all customers who wish

to trade on credit terms are subject to credit verification procedures. In addition, receivable balances are monitored on an
ongoing basis and the Group’s exposure to bad debts is not significant.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the Group’s credit policy, which

is mainly based on past due information unless other information is available without undue cost or effort, and year-end

staging classification as at 31 December.

The amounts presented are gross carrying amounts for financial assets.

As at 31 December 2023

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Amounts due from related parties — normal* 26,520 - - - 26,520
Financial assets included in prepayments,
other receivables and other assets — normal* 18,942 - - - 18,942
Time deposits over three months — not yet past due 330,192 - - - 330,192
Cash and cash equivalents — not yet past due 473,120 - - 473,120
Trade receivables** - - - 62,950 62,950
Total 848,774 - - 62,950 911,724
As at 31 December 2022
12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Amounts due from related parties — normal* 25,281 - - - 25,281
Financial assets included in prepayments,
other receivables and other assets — normal* 7,334 - = = 7,334
Time deposits over three months — not yet past due 567,145 - = - 567,145
Cash and cash equivalents — not yet past due 465,866 - - - 465,866
Trade receivables™™ - - - 98 98
Total 1,065,626 - - 98 - - 1,065,724
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
Credit risk (Continued)

Maximum exposure and year-end staging (Continued)

*

The credit quality of the financial assets included in prepayments, other receivables and other assets and amounts
due from related parties is considered to be “normal” when they are not past due and there is no information
indicating that the financial assets had a significant increase in credit risk since initial recognition. Otherwise, the
credit quality of the financial assets is considered to be “doubtful”.
** For trade receivables to which the Group applies the simplified approach for impairment, information based on the
provision matrix is disclosed in note 17 to the financial statements.

Since the Group trades only with recognised and creditworthy third parties, there is no requirement for collateral.
Concentrations of credit risk are managed by customer/counterparty, by geographical region and by industry sector. There
is concentration in credit risks as the balances are with a few counterparties. Except for cash and cash equivalents and
time deposits over three months, the other balances are not material.

At the end of the Reporting Period, the Group had certain concentrations of credit risk as 53% (2022: Nil) and 91% (2022:
Nil) of the Group’s trade receivables were due from the Group’s largest customer and three largest customers, respectively,
within the operating segment.

Liquidity risk
The Group monitors and maintains a level of cash and cash equivalents deemed adequate by the management of the
Group to finance the operations and mitigate the effects of fluctuations in cash flows.

The maturity profile of the Group’s financial liabilities as at the end of the Reporting Period, based on the contractual
undiscounted payments, is as follows:

2023
Less than 1 year
or on demand 1 to 5 years Over 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities included in trade and
other payables 100,526 - - 100,526
Lease liabilities 12,956 38,145 12,118 63,219
Interest-bearing bank borrowings 133,144 61,660 - 194,804
Total 246,626 99,805 12,118 358,549
2022
Less than 1 year
or on demand 1 to 5 years Over 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial'liabilities included:in trade and
other payables 57,599 - - 57,599
Lease liabilities 10,088 35,310 17,273 62,671
Convertible.-redeemable-preferred shares - 2,658,359 - 2,658,359
Total 67,687 2,693,669 17,273 2,778,629
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Capital management
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The primary objectives of the Group’s capital management are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions and the
risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made in the objectives, policies or processes for managing capital during

the years ended 31 December 2023 and 31 December 2022.

The gearing ratios as at the end of the Reporting Periods are as follows:

2023 2022

RMB’000 RMB’000

Total assets 1,706,797 1,446,805
Total liabilities 357,758 2,693,121
Gearing ratio (note) 21% 186%

Note: Gearing ratio is calculated by dividing total liabilities by total assets and multiplying the product by 100%.
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STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the Reporting Period is as follows:

2023 2022

RMB’000 RMB’000
NON-CURRENT ASSETS
Investments in subsidiaries 1,644,317 1,096,128
Total non-current assets 1,644,317 1,096,128
CURRENT ASSETS
Prepayments, other receivables and other assets 195 6,666
Amount due from a subsidiary 18,976 24
Financial assets at FVTPL 459,295 3,291
Time deposits over three months 87,928 567,145
Cash and cash equivalents 312,165 324,559
Total current assets 878,559 901,685
CURRENT LIABILITIES
Trade and other payables 17,551 18,729
Amounts due to subsidiaries - 8,647
Total current liabilities 17,551 27,376
NET CURRENT ASSETS 861,008 874,309
TOTAL ASSETS LESS CURRENT LIABILITIES 2,505,325 1,970,437
NON-CURRENT LIABILITIES
Financial liabilities at FVTPL 1,462 —
Convertible redeemable preferred shares - 2,570,021
Total non-current liabilities 1,462 2,570,021
Net: liabilities 2,503,863 (599,584)
EQUITY.
Share: capital 43 11
Reserves/(deficits) (note) 2,503,820 (599,595)
Total .equity/(deficits) 2,503,863 (599,584)
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STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)

Note:

A summary of the Company’s reserves/(deficits) is as follows:

Share
Share option Other  Accumulated
premium reserve reserve losses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Balance at 1 January 2022 259,156 61,445 (206,305) (529,502) (415,206)
Loss and total comprehensive loss for the year - - - (284,418) (284,418)
Recognition of share-based payment expenses - 100,029 - - 100,029
At 31 December 2022 and 1 January 2023 259,156 161,474 (206,305) (813,920) (599,595)
Loss and total comprehensive loss for the year - - - (1,455,666) (1,455,666)
Recognition of share-based payment expenses - 132,350 - - 132,350
Shares issued upon initial public offering 402,459 - - - 402,459
Conversion of convertible redeemable preferred
shares to ordinary shares upon initial
public offering 4,024,272 - - — 4,024,272
At 31 December 2023 4,685,887 293,824 (206,305) (2,269,586) 2,503,820

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 27 March 2024.
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DEFINITIONS

“androgenetic alopecia”
“Articles of Association”
“Audit Committee”

“Aurora Cutis”

“Board”

“CDE”

“CEO”

“CFO"

“China”, “Chinese Mainland”,
or “PRC”

“Chonggqing Lehao”

“clinical trial”

“Company”

“Core Product”

“Corporate Governance Code”
or “CG Code”

“Cutia Shanghai”

“Cutia Wuxi”

“dermatology”

“DHT”
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a common form of hair loss in both men and women
articles of association of the Company adopted on May 30, 2023
the audit committee of the Board

Aurora Cutis Medical Technology (Shanghai) Co., Ltd. (R & &R (L/8)ER 2 7]), a wholly-
owned subsidiary of the Company

the board of Directors of our Company

Center for Drug Evaluation of the NMPA (R BIBIR &R EEE SR /R ETH L), a division of
the NMPA to review applications for clinical trials and drug marketing authorization

chief executive officer of the Company
chief financial officer of the Company

the People’s Republic of China, but for the purpose of this report and for geographical reference
only and except where the context requires, excluding Taiwan, the Macao Special Administrative
Region and Hong Kong

Chongqing Lehao Pharmaceutical Co., Ltd. (EE£: 558 5t
of the Company

3

AR A7), a wholly-owned subsidiary
a research study for validating or finding the therapeutic effects and side effects of test drugs
in order to determine the therapeutic value and safety of such drugs

Cutia Therapeutics (EHH £ E), an exempted company with limited liability incorporated under
the laws of the Cayman lIslands on May 15, 2019, the Shares of which are listed on the

Main Board of the Stock Exchange (stock code: 2487)

has the meaning ascribed to it under Chapter 18A of the Listing Rules; for the purpose of this
report, our Core Product refers to CU-20401

the Corporate Governance Code contained in Appendix C1 to the Listing Rules
Cutia Therapeutics (Shanghai) Co., Ltd. (B} 4 ¥ % %(_E/8)E R A 7)), a wholly-owned subsidiary
of the Company

Cutia Therapeutics (Wuxi) Co., Ltd. (BHE 495 84 (7)) B R A F]), a limited liability company
established in the PRC on 4 December 2020 and wholly-owned subsidiary of the Company

the branch of medicine that deals with the diagnosis and treatment of skin related disorders

dihydrotestosterone, a male sex hormone which is the active form of testosterone, formed from
testosterone in bodily tissue



“Director(s)”

“FDA”

“‘GMP”

‘GMV”

“Group”, “our Group”, “our”,

nweu: or “us”

“HK$” or “Hong Kong Dollars”

“Hong Kong” or “HK”

“IND”

“indication”

“Key Product”

“Listing Date”

“Listing Rules”

“mechanism of action”

“Model Code”

“NDA”

“‘NMPA”

“Nomination Committee’

“Phase | clinical trial”

“Phase Il clinical trial”

1
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the director(s) of the Company

Food and Drug Administration of the United States

good manufacturing practice, the practices required in order to conform to the guidelines
recommended by agencies that control the authorization and licensing of the manufacture and
sale of products

gross merchandise value

our Company and our subsidiaries

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

investigational new drug, an application in the drug review process required by an regulatory
authority to decide whether a new drug is permitted to initiate clinical trials; also known as
clinical trial application, or CTA, in China

a valid reason to use a specific test, drug, device, procedure or surgery

for the purpose of this report, our Key Products refer to CU-40102 and CU-10201

12 June 2023

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
as amended, supplemented or otherwise modified from time to time

the specific biochemical interaction through which a drug substance produces its pharmacological
effect

the Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix
C3 to the Listing Rules

new drug application, a process required by an regulatory authority to approve a new drug for
sale and marketing

the National Medical Products Administration of China (FIZR &R EEEIEE)

the nomination committee of the Board

a study in which a drug is introduced into healthy human subjects- or - patients with ‘the
target disease or condition and tested for safety, dosage tolerance, absorption, metabolism,
distribution, excretion, and if possible, to gain an early indication of its efficacy

a study in which a drug is administered to a limited patient population to preliminarily evaluate

the efficacy of the product for specific targeted diseases, to identify possible adverse effects
and safety risks, and to determine optimal dosage
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“Phase lll clinical trial”

1

“Pre-IPO Equity Incentive Plan’
“R&D”

“‘Remuneration Committee”
“Reporting Period”

“RMB”

“Shares”

“Shareholders”

“Stock Exchange”
“subsidiary(ies)”

“US” or “United States”
or “the U.S.”

“US$” or “U.S. dollars”
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a study in which a drug is administered to an expanded patient population generally at
geographically dispersed clinical trial sites, in well-controlled clinical trials to generate enough
data to statistically evaluate the efficacy and safety of the product for approval, to provide
adequate information for the labeling of the product

the equity incentive plan adopted by the Company that took effect on 23 August 2019
research and development

the remuneration committee of the Board

the year ended 31 December 2023

the lawful currency of the PRC

ordinary share(s) with nominal value of US$0.00002 each in the share capital of the Company
holder(s) of the Shares

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in section 15 of the Companies Ordinance

the United States of America, its territories and possessions, any State of the United States,
and the District of Columbia

the lawful currency of the U.S.
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