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Financial Highlights

Six months ended June 30,

2021 2020

RMB’000 RMB’000

(Unaudited) (Unaudited)

Net loss (4,393,846) (540,842)

Net loss per share (19.68) (2.73)

Non-IFRS Measures

Adjusted net loss” (210,248) (149,782)

Adjusted net loss per share® (0.94) (0.76)

As at As at

June 30, December 31,

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Cash and cash equivalents 1,895,475 1,042,969
Term deposits with original maturity between three and

twelve months 1,558,176 -

Total 3,453,651 1,042,969

Net loss was RMB4,394 million for the six months ended June 30, 2021, representing an increase of RMB3,853
million from RMB541 million for the six months ended June 30, 2020. The increase was primarily due to increased
fair value loss in financial instruments issued to investors, which totaled RMB4,156 million for the six months
ended June 30, 2021, representing an increase of RMB3,768 million from RMB388 million for the six months
ended June 30, 2020. The related financial instruments were converted to ordinary shares upon the completion
of the Company’s IPO in June 2021, hence no loss would be recognized after the IPO.

Adjusted net loss was RMB210 million for the six months ended June 30, 2021, representing an increase of
RMB60 million from RMB150 million for the six months ended June 30, 2020. The increase was primarily due to
higher research and development expenses and higher administrative expenses.

The Group’s cash and cash equivalents and term deposits with original maturity between three and twelve
months as at June 30, 2021 were RMB3,454 million, representing an increase of RMB2,411 million compared to
RMB1,043 million as at December 31, 2020. The increase was primarily attributable to the net proceeds from the

IPO.

(1) Adjusted net loss and adjusted net loss per share are non-IFRS measures. They exclude the impact of the fair value loss of the financial
instruments issued to investors, the expenses incurred in conjunction with the IPO and share-based compensation. For details of non-IFRS
measures, please refer to “Management Discussion and Analysis — Non-IFRS Measures” sub-section for details.
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Business Highlights

During the first half of 2021, we have made significant advancements in the areas of clinical development
of our pipeline products, technology innovation, manufacturing facility expansion, and external partnership
establishment. Specifically, we made progress in the following areas:

CTO053

CTO53 is an autologous CAR-T product candidate against BCMA being developed for the treatment of
relapsed/refractory multiple myeloma. A pivotal Phase Il clinical trial is on-going in China. In addition, we have
recently started our pivotal Phase Il clinical trial in the United States and enrolled our first patient in July 2021.
As recommended by the US FDA, we are adding outpatient administration of CT053 into our U.S. clinical
investigations. We plan to submit an NDA to China NMPA in the first half of 2022 and a BLA to U.S. FDA in the
first half of 2023.

CcT041

CT041 is a globally potential first-in-class, autologous CAR-T product candidate against CLDN18.2 being
developed for the treatment of CLDN18.2 positive solid tumors. We have completed the China Phase | patient
enrollment for the treatment of advanced gastric/gastroesophageal junction cancer and have applied to NMPA for
the initiation of a pivotal Phase Il clinical trial. In addition, a multi-center Phase Ib clinical trial is ongoing in the
U.S. We anticipate filing an NDA in China in 2022 and a BLA in the United States in 2023.

Additional data update from a China Investigator-Initiated Trial has been available as an oral presentation at the
European Society for Medical Oncology Congress 2021 (“ESMO Congress 2021") in September 2021.

CTO011

CTO11 is a globally potential first-in-class, autologous CAR-T product candidate against GPC3 being developed
for the treatment of HCC. We have completed the enrollment for the Phase | trial in China.

ABO11
ABO11 is a humanized monoclonal antibody product candidate against CLDN18.2 being developed for the
treatment of CLDN18.2 positive solid tumors. During the second quarter 2021, we received supplemental

application approval by CDE regarding the addition of a chemotherapy combination cohort with ABO11 in Phase
Ib, and we have subsequently initiated the combination cohort of ABO11 with chemotherapy.

CARSGEN THERAPEUTICS HOLDINGS LIMITED



Business Highlights

DISCOVERY AND PRE-CLINICAL DEVELOPMENT

In addition to the existing technologies and clinical pipeline product candidates, which have shown promising
efficacy and favorable safety profiles against hematological malignancies and solid tumors, we continue to
dedicate ourselves to advancing innovative CAR-T technologies to address major challenges in the industry.

We are focusing on the following major research areas:

1) Increasing efficacy against solid tumors: developing innovative technologies, such as our CycloCAR
technology, to enhance efficacy of CAR-T cells against solid tumors;

2) Enhancing safety profile: developing innovative technologies to minimize safety concerns including CRS/
Neurotoxicity/On-target off-tumor toxicities;

3) Expanding patient accessibility: advancing our differentiated allogeneic THANK-uCAR technology to
reduce costs and increase affordability. THANK-uCAR technology has the potential to overcome inefficient
expansion and persistence associated with existing universal CAR-T cells;

4) Improving target availability: exploring innovative technologies to enhance drug target availability and
make undruggable targets druggable.

Technologies in these major research areas can be used to upgrade our existing product candidates as well as to
generate future innovative pipeline product candidates. As of August 15, 2021, we owned 52 issued patents and
231 patent applications in more than 19 countries and regions, including China, the United States, Europe and
Japan. This is an increase of 2 issued patents and 17 patent applications from the last disclosure with the cut-off
date on May 29, 2021. These new patents cover our THANK-uCAR technology and new product candidates and
related technologies. Our R&D activities continue to generate substantial intellectual properties in our areas of
expertise.

Manufacturing

We have well established end-to-end clinical and commercial manufacturing capabilities and have manufactured
CAR-T products fully in-house in support of our China clinical trials and manufactured lentiviral vectors in support
of our clinical trials outside of China. We can manufacture all essential components and the final product in-
house, including the production of plasmids, lentiviral vectors and CAR-T cell products. We currently have
manufacturing facilities in Xuhui, Shanghai and Jinshan, Shanghai, and are expanding production capacity to the
United States. We have initiated the construction of and are making preparation for the technical transfer to our
new manufacturing facility in the Research Triangle Park (RTP) area of Durham, North Carolina.

External license agreement and research collaboration

CAFA therapeutics, a subsidiary of CARsgen Therapeutics, entered into a license agreement with HK inno.N
Corporation (KOSDAQ: 195940) to develop and commercialize CT032 and CT053 in the Republic of Korea, with
an upfront and additional milestone payments totaling up to USD50 million plus up to double-digit percentage
royalties on net sales.

We also signed a new strategic agreement with Shanghai Cancer Institute for collaboration in oncology scientific

and technological research with the aim to enhance our understanding of oncology and technologies in CAR-T
cell therapy and enrich our product pipeline.
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Management Discussion & Analysis

I. OVERVIEW

We are a biopharmaceutical company with operations in China and the U.S. focused on innovative
CAR-T cell therapies for the treatment of hematologic malignancies and solid tumors. Since our
inception in 2014, we have built an integrated cell therapy platform with in-house capabilities that
span from target discovery and lead antibody development to clinical trials and commercial-scale
manufacturing. We have internally developed novel technologies and a product pipeline with global
rights to address major challenges of CAR-T cell therapies, such as improving the safety profile,
enhancing the efficacy in treating solid tumors and reducing treatment costs.

Our product pipeline includes an upgraded fully-human BCMA CAR-T (CT053), globally potential first-
in-class Claudin18.2 CAR-T (CT041), which is the only CLDN18.2-targeted CAR-T product candidate
globally that is being studied in clinical trials with IND approvals, and globally potential first-in-class
GPC3 CAR-T (CT011). We have obtained seven IND clearances for CAR-T therapies in China, the United
States and Canada, ranking the first among all CAR-T companies in China. Our vision is to become
a global biopharmaceutical leader that brings innovative and differentiated cell therapies to cancer
patients worldwide and makes cancer curable.

During the first half of 2021, we have made significant advancements in the areas of clinical
development of our pipeline products, technology innovation, manufacturing facility expansion, and
external partnership establishment. Specifically, we made progress in the following areas:

Rapid clinical development of our product pipeline in China and overseas
CT053

For CT053, an autologous CAR-T product candidate against BCMA being developed for the treatment
of relapsed/refractory multiple myeloma, we have made good progress on our pivotal Phase Il trial in
China (LUMMICAR STUDY 1). Our Phase | trial showed no dose limiting toxicities, treatment-related
deaths, or grade 3 or higher cytokine release syndrome. No subject developed any grade of immune
effector cell-associated neurotoxicity syndrome (ICANS). By the cut-off date as June 30, 2021, we had
observed 100% objective response rate (ORR) and deep response as indicated by increased stringent
complete response (sCR) rate.

In North America, we have initiated our Phase Il trial of the CT053 LUMMICAR STUDY 2 after receiving
feedback from the US FDA. As recommended by the FDA, we are adding outpatient administration of
CTO053 into our clinical investigations. We have enrolled our first patient in July 2021. In Phase Ib of
the clinical trial in North America, by the cut-off date of June 17, 2021, a total of 27 heavily pretreated
subjects were administered a single infusion of CT053. Of the 26 subjects with at least 4 weeks of
efficacy follow-up, 25 responded to the CT0O53 treatment. We observed no dose limiting toxicities, no
treatment-related deaths, and no grade 3 or higher cytokine release syndrome. One subject experienced
a transient grade 3 immune effector cell-associated neurotoxicity syndrome (ICANS) and fully recovered.

We plan to submit an NDA to China NMPA in the first half of 2022 and a BLA to U.S. FDA in the first
half of 2023.

CARSGEN THERAPEUTICS HOLDINGS LIMITED



Management Discussion & Analysis

CT041

CT041 is a globally potential first-in-class, autologous CAR-T product candidate against CLDN18.2,
being developed for the treatment of CLDN18.2 positive solid tumors. Leveraging our in-depth
understanding in CAR-T cell therapy, as well as our integrated antibody platform, we were the first in
the world to successfully identify, validate and report CLDN18.2 as a solid tumor-associated antigen
for the potential development of CAR-T therapies for solid tumors in which CLDN18.2 is prevalently
or highly expressed. To further address the challenges of CAR-T therapies in treating solid tumors, we
have developed an innovative patent-protected preconditioning regimen, or the FNC regimen, before
infusion of CT041, which features the addition of nab-paclitaxel to the conventional regimen using
cyclophosphamide and fludarabine for lymphodepletion.

CT041 has demonstrated promising therapeutic efficacy and safety in the ongoing investigator-initiated
trial in China for CLDN18.2 positive gastric cancer and pancreatic cancer. As of the latest data cut-off
date of December 18, 2020, a total of 31 patients, including 22 patients with gastric/gastroesophageal
junction cancer, 5 with pancreatic ductal adenocarcinoma and 4 with other types of solid tumors,
received CT041 infusion and completed at least 8 weeks’ safety, efficacy and cytokinetic assessment
after the first infusion. Within the 22 patients with gastric/gastroesophageal junction cancer, 18
received at least 2 prior lines of therapies and 4 received 1 prior line therapy. For the 22 patients with
gastric/gastroesophageal junction cancer, CT041 showed an ORR of 50%, a median PFS of 4.2 months,
and a median OS of 9.5 months. CT041 also showed preliminary efficacy in five evaluable patients with
pancreatic cancer who failed at least two prior lines of systemic treatment. There were no reported
Grade 3 or higher CRS or neurotoxicities, and the most common Grade 3/4 adverse events were
hematologic toxicities which were generally related to the lymphodepletion preconditioning. Update on
this investigator-initiated trial has been orally presented at the ESMO Congress 2021 on September 19,
2021.

We are moving forward with a Phase Ib/Il clinical trial for advanced gastric/gastroesophageal junction
cancer or pancreatic cancer in China and a Phase Ib clinical trial for advanced gastric or pancreatic
cancer in the United States. We have applied to China NMAP for approval to initiate a pivotal Phase I
clinical trial and are awaiting feedbacks.

Other candidates

We are also on track in progressing other pipeline product candidates including (i) CTO11, an
autologous CAR-T product candidate against GPC3 being developed for the treatment of HCC. We
have completed enrollment of the Phase | trial in China; (ii) CT032, an autologous CAR-T products
candidate against CD19 being developed for the treatment of B cell Non-Hodgkin's lymphoma. We are
conducting a Phase I/l clinical trial in China; (iii) ABO11, a humanized monoclonal antibody product
candidate against CLDN18.2 and being developed for the treatment of CLDN18.2 positive solid tumors.
We received supplemental application approval by CDE regarding the addition of chemotherapy
combination cohort with ABO11 in Phase Ib, and subsequently we have initiated the combination
cohort; and (iv) the IND-enabling or pre-clinical stage product candidates including CT017, KJ-C1807,
KJ-C2112, KJ-C2113, KJ-C2114, and KJ-C2111. We continue to drive the development and expect to
submit IND applications as planned.
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Management Discussion & Analysis

Continuous Discovery and Technology Development

Despite the approval of 5 CAR-T products by US FDA for the treatment of terminal line hematologic
malignancies, significant challenges exist with CAR-T cell therapies, such as limited efficacy against
solid tumors, significant safety concerns, and high production and treatment costs. We continue to
explore innovative technologies to address these challenges. Our main focus include:

1) Increasing efficacy against solid tumors: developing innovative technologies, such as our
CycloCAR technology, to enhance efficacies of CAR-T cells against solid tumors. CycloCAR is a
next generation CAR-T technology, which co-expresses cytokine IL-7 and chemokine CCL21 and
potentially has greater clinical efficacy and reduced requirement for lymphodepletion conditioning.

2)  Enhancing safety profile: developing innovative technologies to minimize safety concerns including
CRS/neurotoxicity/on-target off-tumor toxicities;

3)  Expanding patient accessibility: advancing our differentiated allogeneic THANK-uCAR technology
to reduce costs and increase affordability. THANK-uCAR technology has the potential to overcome
inefficient expansion and persistence associated with existing universal CAR-T cells;

4) Improving target availability: exploring innovative technologies to enhance drug target availability
and make undruggable targets druggable.

These technologies are currently being developed in-house with global rights and can be used to
upgrade our existing product candidates as well as to generate future innovative pipeline product
candidates.

As of August 15, 2021, we owned 52 issued patents and 231 patent applications in more than 19
countries and regions, including China, the United States, Europe and Japan. This is an increase of
2 issued patents and 17 patent applications from our last disclosure as of May 29, 2021. These new
patents and patent applications mainly cover the areas of our THANK-uCAR technology and the new
candidate product or technology. Our R&D activities continue to generate substantial IP in our areas of
expertise.

Manufacturing Capacity Expansion

We have established our in-house end-to-end clinical and commercial manufacturing capabilities for all
three stages of CAR-T manufacturing, including production of plasmids, production of lentiviral vectors
and CAR-T cell product manufacturing. With the clinical manufacturing facility in Xuhui, Shanghai and
commercial manufacturing facility in Jinshan, Shanghai, we have been manufacturing lentiviral vectors
and CAR-T cells in house to support clinical trials in China and manufacturing the lentiviral vectors in
house to support clinical trials outside of China.

We've been expanding our manufacturing capacity in China to the US to support both the clinical trials
and the subsequent commercialization of our pipeline product candidates. As of the date of this report,
we have initiated the construction of the clinical manufacturing facility in the United States with a
total GFA of approximately 3,300 sq.m. The clinical manufacturing facility is designed with a capacity
to support CAR-T treatment for approximately 700 patients annually. As of the date of this report, we
are formulating the construction plan for the commercial manufacturing facility with a total GFA of
approximately 10,000 sg.m. The commercial manufacturing facility is designed with a manufacturing
capacity to support CAR-T treatment for approximately 3,000-5,000 patients annually.

CARSGEN THERAPEUTICS HOLDINGS LIMITED



Management Discussion & Analysis

External License Agreement and Research Collaboration

In addition to the internal research and development activities, we are also active in seeking extensive
collaborations with external partners. CAFA Therapeutics, a subsidiary of CARsgen Therapeutics has
entered into a licensing agreement with HK inno.N Corporation (KOSDAQ: 195940), a fully-integrated
pharmaceutical company, to develop and commercialize CT032 and CT053, targeting CD19 and
BCMA respectively, for the potential treatment of various cancers in the Republic of Korea. Under the
terms of the agreement, CARsgen is entitled to receive an upfront payment and additional milestone
payments totaling up to $50 million USD as well as up to double-digit percentage royalties on net sales
in the Republic of Korea. The collaboration with HK inno.N showcases our commitment to establishing
more external partnership with leading pharmaceutical companies to maximize the application of our
technology platform and the value of our product pipeline to benefit more cancer patients globally.

On July 31, 2021, we reached a new agreement with Shanghai Cancer Institute, Shanghai Jiao Tong
University School of Medicine Affiliated Renji Hospital, for strategic collaboration in oncology research
and technology development, following a previous agreement reached in 2015 between the two
parties. This new agreement will accelerate the translation from early scientific research to clinical
application for innovative cancer treatment options. This continued collaboration with Shanghai Cancer
Institute will further enhance our understanding and technologies in CAR-T cell therapy and enrich our
product pipeline.

Expansion and Retention of Talent

In the first half of 2021, we have expanded our team from about 330 employees as at December
31, 2020 to 444 employees as at June 30, 2021. We have also strengthened the leadership team in
particular. As of the date of this report, we have hired Ms. Caihua Jiang as Senior Vice President of
Quality, responsible for the establishment and implementation of global quality system for CARsgen.
We have hired Dr. Heyi Li as Vice President of Analytical, responsible for CARsgen analytical method
development strategy. We have hired Dr. Guanjun Zhou as Vice President of Government Relations. Dr.
Zhou is committed to monitoring policies and trends of biopharmaceutical industry, and responsible for
developing and strengthening relationships and communication with relevant government to support
business development and strategic decisions for CARsgen China.
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Management Discussion & Analysis

Il. BUSINESS REVIEW
Our Products and Product Pipeline

Since our inception, we have adopted and executed a strategic business model of self-developing
innovative and differentiated biopharmaceutical products with a focus on CAR-T cell therapies.
Within our pipeline, our sole Core Product Candidate, CT053, is for the treatment of R/R MM, a form
of hematologic malignancy, and is at the most advanced development stage among our product
candidates in our pipeline. In addition to CT053, CT041, CT011 and ABO11 in our pipeline are for
the treatment of solid tumors which are in Phase Ib and Phase | clinical trials. The following chart
summarizes our pipeline and the development status of each product candidate as of the date of this
report. Our product candidates are discovered and developed in-house, and we own global rights over
our product candidates. The clinical-stage product candidates are currently being developed for treating
advanced stage cancers.

Global _ Pivotal’
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Notes:
d Denotes our sole Core Product Candidate
1. RMAT designation from the U.S. FDA, PRIME designation from the EMA, Breakthrough Therapy Designation from the NMPA,

Orphan Drug designation from the U.S. FDA and Orphan Medicinal Product designation from the EMA. The PRIME designation
from the EMA provides us with various benefits, such as engaging in enhanced interactions and early dialogues with the EMA to
optimize our development plans and accelerate regulatory evaluation. The RMAT designation brings benefits of both Fast Track and
Breakthrough Therapy designations. The ongoing Phase Il trial in China is a pivotal trial.

We received the IND approval from the NMPA in February 2019 for initiating an open-label, single-arm, multi-center Phase I/
Il clinical trial in patients with R/R MM in China. We were permitted by the NMPA to launch the pivotal Phase Il part of the
aforementioned clinical trial in the fourth quarter of 2020 after the required communication meeting with the NMPA. In addition,
we have started our pivotal Phase Il clinical trial in the United States and enrolled our first patient in July 2021. As recommended
by the US FDA, we are adding outpatient administration of CT053 into our future clinical investigations. The Phase Il trial in North
America is a pivotal trial.

Z. Orphan Drug designation from the U.S. FDA and Orphan Medicinal Product designation from the EMA.

34 Phase Il trials of some indications are pivotal studies.
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Management Discussion & Analysis

4. Category 1 refers to therapeutic biological products that have not been marketed anywhere in the world as classified by the
Registration Category of Biological Products and the Data Requirements for Declaration (48L& s M5 48 K BB R E L Z k) issued
by the NMPA. There is no equivalent classification scheme in the U.S..

5. We are developing a companion diagnostic kit for CT041 and ABO11 to measure the expression level of CLDN18.2. We have
developed the prototype and completed the analytical validation of the companion diagnostic kit. We are currently conducting
clinical validation of the kit in clinical trials of CT041 in China and the U.S. and in the clinical trial of ABO11 in China.

6. The clinical trials are conducted under the clinical trial protocol covering Phase | and Phase Il for each product candidate.
Fully Human BCMA CAR-T (CT053) — Our Core Product Candidate

CTO53 is an upgraded, fully-human autologous BCMA CAR-T product candidate for the treatment of
MM. It incorporates an upgraded CAR construct we engineered that features a fully-human BCMA-
specific single-chain fragment variant with lower immunogenicity and increased stability, which reduces
the auto-activation of CAR-T cells in the absence of tumor-associated targets.

We have completed the Phase | trials and are conducting the pivotal Phase Il trial portion of a Phase I/
Il clinical trial of CTO53 for R/R MM in China (LUMMICAR STUDY 1) and in North America (LUMMICAR
STUDY 2) to evaluate the safety and efficacy of CT053.

A total of 14 heavily pretreated subjects received a single dose infusion of CT053 BCMA CAR-T in our
Phase | LUMMICAR STUDY 1. There were no dose limiting toxicities and no treatment-related deaths.
In addition, no grade 3 or higher cytokine release syndrome was observed. No subject developed any
grade of immune effector cell-associated neurotoxicity syndrome (ICANS). By the cut-off date of June
30, 2021, the objective response rate (ORR) was 100%, and deep response had been observed as
indicated by increased stringent complete response (sCR) rate. The Phase Il LUMMICAR STUDY 1 is
actively recruiting patients. The updated Phase | results are planned to be disclosed at a future medical
conference.

Our Investigator initiated trials (IITs) were initiated in September 2017. 24 heavily pretreated
subjects received CT053 BCMA CAR-T infusion. No treatment-related deaths nor grade 3 or
higher cytokine release syndrome was observed. Only 1 subject developed grade 3 ICANS
and resolved quickly. The ORR and sCR/CR were 87.5% and 79.2%, respectively. As of
June 30, 2021, with a median follow up of 17.4 (0.9, 39.4) months, the median duration
of response (DOR) and median progression-free survival (PFS) were 21.8 months (95%Cl,
9.2-NR) and 18.8 months (95%Cl, 10.1-NR), respectively. The PFS rate at 24 months was 42.4%. Eight
subjects are still in remission and in long-term follow-up.

We have received feedback on the pivotal Phase Il design from the US FDA. The Phase Il study is active,
and the first subject was enrolled in July 2021. As recommended by the FDA, we are adding outpatient
administration of CTO53 into our future clinical investigations.

As of June 17, 2021, a total of 27 heavily pretreated subjects were administered a single infusion of
CT053 BCMA CAR-T in Phase Ib of LUMMICAR STUDY 2. There were no dose limiting toxicities and no
treatment-related deaths. In addition, no grade 3 or higher cytokine release syndrome was observed.
One subject experienced a transient grade 3 ICANS and fully recovered. One subject had less than
4 weeks of efficacy follow-up at the data cut-off date. Of the 26 subjects with at least 4 weeks of
efficacy follow-up, 25 responded to the CTO53 treatment. As recommended by FDA, we are adding
outpatient administration of CT053 into our future clinical investigations. The detailed Phase Il study
design and updated Phase Ib results are planned to be disclosed at a future medical conference.
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Management Discussion & Analysis

We plan to make regulatory submissions for marketing approval to the NMPA in the first half of 2022
and the U.S. FDA in the first half of 2023, as well as to conduct additional clinical trials to develop
CT053 as an earlier line of treatment for MM. We have developed CT053 in-house with our integrated
research and development platform. CT053 has received Regenerative Medicine Advanced Therapy
(RMAT) and Orphan Drug designations from the U.S. FDA in 2019, as well as PRlority MEdicines (PRIME)
and Orphan Medicinal Product designations from the EMA in 2019 and 2020, respectively, and the
Breakthrough Therapy designation from the NMPA in 2020.

We believe that CT053, the BCMA CAR-T product candidate with an upgraded, fully-human CAR,
has a promising efficacy profile and a favorable safety profile, as evidence by the absence of Grade 3
or above CRS and treatment-related patient deaths in the investigator-initiated trials and the Phase |
clinical trials.

WE MAY NOT BE ABLE TO ULTIMATELY MARKET CT053 SUCCESSFULLY.
Humanized CLDN18.2 CAR-T (CT041)

CT041 is a globally potential first-in-class, autologous CLDN18.2 CAR-T product candidate for the
treatment of CLDN18.2 positive solid tumors. CLDN18.2 is expressed in a range of different solid
tumors, including gastric/gastroesophageal junction cancer, pancreatic, colorectal, lung, and ovarian
cancers. Leveraging our in-depth understanding in CAR-T cell therapy, as well as our integrated
antibody platform, we were the first in the world to successfully identify, validate and report CLDN18.2
as a solid tumor-associated antigen for the potential development of CAR-T therapies for solid
tumors in which CLDN18.2 is prevalently or highly expressed. To further address the challenges of
CAR-T therapies in treating solid tumors, we have developed an innovative preconditioning regimen,
or the FNC regimen, before infusion of CT041, which features the addition of nab-paclitaxel to the
conventional regimen using cyclophosphamide and fludarabine for lymphodepletion.

CT041 has demonstrated promising therapeutic efficacy and safety in the ongoing investigator-initiated
trial and the Phase I/l clinical trial in China and Phase Ib clinical trial in the United States for CLDN18.2
positive gastric cancer and pancreatic cancer. An ongoing investigator-initiated trial is led by Dr. Lin
Shen at the Beijing Cancer Hospital. As of the latest data cut-off date of December 18, 2020, a total
of 31 patients, including 22 patients with gastric/gastroesophageal junction cancer, 5 with pancreatic
ductal adenocarcinoma and 4 with other types of solid tumors, received CT041 infusion and completed
at least 8 weeks' safety, efficacy and cytokinetic assessment after the first infusion. Within the 22
patients with gastric/gastroesophageal junction cancer, 18 received at least 2 prior lines of therapies
and 4 received 1 prior line therapy. For the 22 patients with gastric/gastroesophageal junction cancer,
CT041 showed an ORR of 50%, a median PFS of 4.2 months, and a median OS of 9.5 months. CT041
also showed preliminary efficacy in five evaluable patients with pancreatic cancer who failed at least
two prior lines of systemic treatment. There were no reported Grade 3 or higher CRS or neurotoxicities,
and most common Grade 3/4 adverse events were hematologic toxicities which were generally related
to the preconditioning regimen. CT041 cells were observed to persist in the peripheral blood for eight
weeks and up to six months and achieve T cell expansion up to several to tens of thousands of CAR
copies in blood per microgram of genomic DNA. For updated clinical data, please refer to the oral
presentation of the ESMO Congress in September 2021.
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Data updates on this investigator-initiated trial has been orally presented at the ESMO Congress 2021
on September 19, 2021.

Name of the Research Study Presentation No. Presentation Type

CLDN 18.2-targeted CAR-T cell therapy in
patients with cancers of the digestive
system 13720 Oral presentation

We are conducting a Phase Ib/Il clinical trial of CT041 for advanced gastric/gastroesophageal junction
cancer and pancreatic cancer in China and a Phase Ib clinical trial of CT041 for advanced gastric or
pancreatic cancer in the United States to evaluate the safety and efficacy of the CT041 therapy. CT041
received the Orphan Drug designation for the treatment of gastric/gastroesophageal junction cancer
from the U.S. FDA in 2020 and the Orphan Medicinal Product designation for the treatment of gastric
cancer from the EMA in 2021.

In China we had applied for the required regulatory approval from NMPA for initiating the pivotal Phase
[l clinical trials. Following the pivotal trial, we plan to submit the NDA to the NMPA in the second half
of 2022 for the treatment of gastric cancer patients who have failed at least two prior lines of systemic
therapies. We also intend to conduct a pivotal Phase Il trial in the United States in 2022 and submit the
BLA to the U.S. FDA in 2023.

We believe CT041 has the potential to fulfill the significant unmet clinical needs for the treatment of
gastric and pancreatic cancer, and serve as a proof-of-concept for our breakthrough to apply CAR-T
modality to treating solid tumors.

Humanized GPC3 CAR-T (CT011)

CTO11 is a globally potential first-in-class CAR-T product candidate with proof-of-concept clinical data
for the treatment of HCC. Our co-founder, CEO and Chief Scientific Officer Dr. Li led the world’s first
successful effort in identifying, validating and reporting GPC3 as a tumor-associated target for the
development of CAR-T therapies to treat HCC. Our previous investigator-initiated trial in China enrolled
13 patients with advanced GPC3+ HCC and demonstrated that CTO11 therapy was generally tolerable
in patients who have been heavily pretreated. The overall survival rates at 3 years, 1 year and 6 months
being 10.5%, 42.0% and 50.3%, respectively, with a median overall of 278 days. We have completed
enrollment for the Phase | trial in China.

Humanized CD19 CAR-T (CT032)

CT032 is an autologous CAR-T product candidate against CD19 being developed for the treatment
of B cell NHL. CT032 incorporates a humanized CD19-specific single-chain fragment variant, which
we expect to reduce the toxicity of CT032 and reduce immunogenicity, as compared to currently
commercialized CD19-specific CAR-T products which use murine anti-CD19 single chain variable
fragment as the targeting moiety. We are conducting an open-label, single arm, Phase I/ll trial in China
to evaluate the safety and tolerability of CT032.
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anti-CLDN18.2 mAb (AB0O11)

ABO11 is a humanized monoclonal antibody product candidate that targets CLDN18.2, which is a
stomach-specific isoform of Claudin-18 and is highly expressed in gastric and pancreatic cancer cells.
ABO11 displayed strong in vitro antitumor activities against CLDN18.2 positive tumor cells in antibody-
dependent cellular cytotoxicity (ADCC) assays and complement-dependent cytotoxicity (CDC) assays
and showed potent in vivo antitumor activities when combined with oxaliplatin and 5-fluorouracil in
CLDN18.2 positive gastric cancer mouse models. We obtained the second IND clearance in the world
for a mAb targeting CLDN18.2. We are conducting a Phase | clinical trial of ABO11 for the treatment
of CLDN18.2 positive solid tumors in China to evaluate the safety, tolerability, pharmacokinetics and
preliminary efficacy of ABO11 injection.

In 2Q 2021 we received supplemental application approval by CDE regarding the addition of
chemotherapy combination cohort with ABO11 in Phase Ib, and we have subsequently initiated the
combination cohort of ABO11 with chemotherapy.

We plan to consult with the NMPA in the second half of 2022 and to initiate a Phase Il/lll clinical
trial with an adaptive two-stage design in a single protocol with a leading indication of gastric/
gastroesophageal junction cancer.

IND-Enabling or Pre-Clinical Stage Product Candidates

In addition to the above clinical-stage product candidates which are in IND trials, we have internally
developed six IND-enabling or pre-clinical stage product candidates as described below. We expect to
submit IND applications for these product candidates within the next three years.

CT017 is a next-generation autologous CAR-T product candidate that targets GPC3 and is armored
with a transcription factor, which is a master regulator essential for inducing T cells to reside in non-
lymphoid tissues. Our preclinical studies have shown that CT017 is able to better reside and persist in
non-lymphoid tissues such as solid tumor masses, therefore exhibit enhanced anti-solid tumor efficacy.
CTO017 is currently being under an investigator-initiated trial to assess its safety and efficacy for treating
GPC3 positive HCC in China. The interim results of CT017 in combination with multi-tyrosine kinase
inhibitors (TKls) were disclosed at ASCO annual Congress (June 2021), which showed ORR and DCR
were 16.7% and 50% respectively in HCC patients with at least 2 prior lines of systemic therapy. The
median progression-free survival (mPFS) was 4.2 months.

KJ-C1807 is a next-generation autologous CAR-T product candidate developed with our CycloCAR
technology. We anticipate that by co-expressing cytokine IL-7 and chemokine CCL21, KJ-C1807
potentially has a greater clinical efficacy and reduced requirement for lymphodepletion conditioning.
KJ-C1807 targets CLDN18.2 and is designed to treat patients with gastric/gastroesophageal junction
cancer and pancreatic cancer.

KJ-C2112 is a next-generation autologous EGFR/EGFRvIII-bitargeted CAR-T product candidate harboring
a humanized single-chain antibody with single specificity that binds to an epitope present on wild-type
EGFR — and EGFRvlll-overexpressing tumor cells, but not on EGFR-expressing normal cells. KJ-C2112 is
armored with a transcription factor. Pre-clinical studies have demonstrated the efficacy of KJ-C2112,
such as its ability to suppress growth of EGFR-and/or EGFRvllI-overexpressing glioma xenografts in mice
and prolong the survival of tumor-bearing mice. Therefore, KJ-C2112 may be a promising modality for
the treatment of patients with EGFR/EGFRvIll-overexpressing glioblastoma. We plan to collaborate with
a experienced reputable principal investigator and further study KJ-C2112 in an investigator-initiated
trial.
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KJ-C2113 is a next-generation autologous CAR-T product candidate developed with our CycloCAR
technology that targets mesothelin, a tumor differentiation antigen normally restricted to the body's
mesothelial surfaces, but significantly overexpressed in a broad range of solid tumors. We are
developing KJ-C2113 for the treatment of various types of solid tumors.

KJ-C2114 is an allogeneic CAR-T product candidate deploying our THANK-uCAR technology with an
undisclosed target for the treatment of certain solid tumors.

KJ-C2111 (CT0590) is an allogeneic CAR-T product candidate deploying our THANK-uCAR technology
that targets BCMA. We are developing KJ-C2111 for the treatment of MM.

Discovery and Pre-clinical Research

We have established an integrated research and development platform covering the full CAR-T
development cycle including target discovery, antibody development, vector design, manufacturing,
quality assurance and quality control. Our integrated cell therapy platform is composed of target
discovery, hybridoma and antibody humanization platform, fly human phage display antibody library
platform, antibody identification platform, immune cell function evaluation platform, plasmid and
lentiviral vector preparation platforms, cell therapy process development platform, analytical platforms
with molecular, flow cytometry, biochemical, physical-chemical, and cell-based analytical capabilities,
biological samples tests platform, clinical-scale and commercial-scale CAR-T manufacturing platform,
and platform for clinical studies. This platform enables us to efficiently and effectively advance a
product candidates from early discovery to clinical trials and potentially to commercialization.

We continue to dedicate ourselves to advancing innovative CAR-T technologies to address the major
challenges of the industry.

To enhance the efficacy against solid tumors, we continue to develop next generation CAR-T
technologies, such as CycloCAR. CycloCAR is featured by co-expression of cytokines IL-7 and
chemokine CCL21 in the CAR-T cells to potentially improve clinical efficacy and reduce the requirement
of lymphodepletion conditioning. Our preclinical studies have shown that IL-7 could enhance the
proliferation and survival of CAR-T cells and inhibit the apoptosis of CAR-T cells, and CCL21 could
drive infiltration of T cells and dendritic cells into tumor sites. The CycloCAR-T cells could improve
the therapeutic effects against solid tumors in mice when compared with conventional CAR-T
cells. Moreover, even without preconditioning chemotherapy, the CycloCAR T cells could potently
suppress the tumor growth with a significantly better efficacy than CAR-T cells co-expressing IL-7 and
CCL19 (7x19 CAR-T, a previously reported design by other researchers). Taken together, our studies
demonstrated that, independent of lymphodepletion chemotherapy, CycloCAR-T cells exert potent
antitumor effects which are facilitated by infiltration of T cells and dendritic cells into tumor tissues,
increase in survival of CAR-T cells, as well as the potential anti-angiogenesis effect. We are using
CycloCAR to develop CAR-T cell therapies against several different targets including CLDN18.2, GPC3
and mesothelin. We continue to explore potential combination approaches to boost the therapeutic
effects of single agents and identify new targets and approaches to tackle new indications.
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To minimize the safety concerns, we continue to develop innovative technologies that can help reduce
the CRS, neurotoxicity and on-target off-tumor toxicities. We are able to leverage our own antibody
platform, powered by a fully human phage display library and improved hybridoma technology, to
identify and optimize antibody fragments with higher specificity for tumor targets and increased
stability, which lead to reduced auto-activation of CAR-T cells in the absence of tumor targets and
controlled level of cytokine release. As a proof-of-concept of our antibody engineering capabilities,
we have developed CT053, which has not induced Grade 3 or higher CRS in the investigator-initiated
trials and the Phase | clinical trials and allowed less administration of anti-IL-6 medication and other
immunosuppressant mediation as of the respective data cutoff date of the ongoing investigator-
initiated trials and clinical trials. We continue to explore other innovative technologies to improve the
safety profiles of CAR-T cells while maintaining or enhancing the anti-tumor effects.

To reduce the cost and increase the accessibility of CAR-T cell therapies, we continue to develop our
differentiating allogeneic THANK-uCAR technology. THANK-uCAR is our proprietary technology to
generate allogeneic CAR-T cells with improved expansion and persistence by modifying T cells that
are sourced from third-party donors. To minimize GvHD and HvGR from allogeneic T cells, we disrupt
the genomic loci encoding T cell receptor and B2 microglobulin (B2M) to eliminate surface expression
of the TCR or B2M, an approach that has been validated by previous research. However, as NK cells
attack T cells without B2M expression, which in turn limits the expansion and persistence of the
allogeneic T cells, we armor the TCR/B2M-CAR-T cells with a CAR that recognizes NKG2A to eliminate
the NKG2A positive NK cells and therefore resist the attack by NK cells. Our in vitro and in vivo studies
demonstrated that the armoring the TCR/B2M-CAR-T cells with anti-NKG2A CAR resulted in improved
expansion in the presence of NK cells. We are developing allogeneic CAR-T product candidates using
THANK-uCAR technology, which we believe could potentially increase the expansion, persistence and
efficacy of allogeneic CAR-T cells. We believe the successful application of THANK-uCAR technology
would significantly lower the cost of CAR-T therapy and eventually increase patient accessibility.

To resolve the challenge with target availability, we continue to explore innovative technologies to
enhance drug target availability and therefore make undruggable targets druggable.

Utilizing these technologies, we strive to further enrich our product pipeline and subsequently progress
each to clinical and commercial stage.

As of August 15, 2021, we owned 52 issued patents and 231 patent applications in more than 19
countries and regions, including China, the United States, Europe (EPO) and Japan. This is an increase
of 2 issued patent and 17 patent applications from our last disclosure as of May 29, 2021. These new
patents mainly cover the areas of our THANK-uCAR technology and the new candidate product or
technology. Our R&D activities continue to generate substantial IP in our areas of expertise.
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Manufacturing

We have established in-house GMP-compliant manufacturing capabilities that cover end-to-end CAR-T
manufacturing, including plasmids production, lentiviral vectors production and CAR-T cell product
manufacturing. We have launched a manufacturing facility in Xuhui, Shanghai with a total gross floor
area, or GFA, of approximately 3,000 sg.m. and an annual CAR-T production capacity to support
the CAR-T treatment of 200 patients. Since establishment, our Xuhui facility has achieved over 95%
manufacturing success rate for all product candidates and supported our early-stage clinical trials.

We have also completed the construction of our commercial-scale manufacturing facility located in
Jinshan, Shanghai with a total GFA of approximately 7,600 sq.m. and an estimated manufacturing
capacity to support CAR-T treatment of up to 2,000 patients annually. The Jinshan facility passed the
on-site inspection conducted by the Shanghai Medical Products Administration, or the SHMPA, and
obtained the first Manufacture License for Pharmaceutical Products (“Manufacturing License”) issued
in China for CAR-T cell therapy.

With the clinical manufacturing facility in Xuhui, Shanghai and the commercial manufacturing facility in
Jinshan, Shanghai, we have been manufacturing the the lentiviral vectors and CAR-T cells in house to
support clinical trials in China and manufacturing the lentiviral vectors in house to support clinical trials
outside of China.

To support our global expansion, we are planning for the construction of a second-phase of our Jinshan
facility and building GMP-compliant commercial manufacturing facilities in the United States, which
collectively will be able to expand our manufacturing capacity to support the treatment of over 10,000
patients annually.

In July 2021, we received the full building permit from local authority for our new manufacturing
facility with a total GFA of approximately 3,300 sg.m. in the Research Triangle Park (RTP) area, North
Carolina. CARsgen engaged with the world-leading companies in managing architect, engineering,
construction, commissioning, qualification and validation. The RTP facility project adopted design-build
approach that greatly shortens construction turnaround time and improves cost effectiveness. In recent
public hearings, the local officials including NC Governor Cooper, Secretary of Commerce Sanders and
NC Senator Hawkins from North Carolina State highly appreciated the positive impact of the CARsgen
RTP project on economic development and technological innovation. CARsgen’s RTP facility will support
the company’s ongoing clinical studies and early commercial launch in North America and Europe.
Meanwhile, we have started to establish a strong CMC team in North Carolina for future facility
operation. We have previously completed the technology transfer to our CDMO in the U.S., and we are
currently making preparation for the technology transfer to our new manufacturing facility in RTP of
Durham, North Carolina.

By building end-to-end manufacturing capabilities, we expect to significantly increase manufacturing
reliability, reduce manufacturing costs, and reduce the process turnaround time or the vein-to-vein time
by eliminating extra transportation time and release time due to the third-party testing. In addition, we
have an in-house GMP-compliant manufacturing facility capable of high yield production of lentiviral
vectors. Our Jinshan, Shanghai facility has been allowed by the US FDA to provide lentiviral vectors
substances for manufacturing our CT041 and CTO053 cell products in support of US clinical trials. With
large scale lentiviral vectors production, we could greatly reduce the CAR-T manufacturing costs.
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Commercialization

Due to the novel and comprehensive treatment process of CAR-T therapies, we started formulating
our marketing strategies in a staggered approach corresponding to the expected launch timeline of
our product candidates to introduce our CAR-T product candidates, once approved, to the market.
The staggered approach features stepwise expansion of our future marketing efforts. For the China
market, we intend to cover key Class lll Grade A hospitals in tier one cities and selected tier two cities
across the country that are equipped to administer CT0O53 CAR-T cell therapy and other treatments for
hematologic malignancies in their hematology department. We also plan to broaden our footprint into
oncology departments as we approach the launch of CT041 and other solid tumor product candidates.
Going forward, we will also build a sales and marketing force to cover other key markets such as the
United States and Europe.

In China, we are building a dedicated marketing team. By the end of 2022, we plan to cover key Class
lll Grade A hospitals in tier one cities and selected tier two cities across the country that are equipped
to administer CT0O53 CAR-T cell therapy and other treatments for hematological malignancies in their
hematology department. As we approach the launch of CT041 and other CAR-T product candidates
for treating solid tumors, we also plan to broaden our footprint into oncology department. We aim to
establish a centralized collaborative system for standard clinical management of CAR-T therapies by
forging close collaborations with local key participants such as research and clinical centers, in order
to achieve a whole-process management of patients for CAR-T therapies covering prior evaluation,
apheresis, pre-treatment, infusion, post-infusion monitoring and long-term follow-up. We may also
pursue a national CAR-T consortia model by engaging with reputable medical centers and key opinion
leaders to set up regional CAR-T treatment centers, which may be able to re-allocate the scarce medical
resources from large cities to less-developed cities or regions and provide access to patients who
otherwise may not be able to receive treatment with our CAR-T product candidates. In addition, in
order to ensure continuous, efficient and cost-effective supplies of CAR-T product candidates for clinical
and commercial use, we aim to establish a standard validation process to expedite the installation and
certification of GMP-compliant CAR-T manufacturing centers.

Going forward, we will build our sales and marketing force to enter major markets, such as the United
States and Europe, in order to help more patients with solid tumors or hematologic malignancies with
our CAR-T cell therapies. We have established our clinical development team in the United States and
started to build our commercial team in United States and Europe to prepare for the launch of our
products in those markets once approved.

Other Corporate Development

CAFA Therapeutics, a subsidiary of CARsgen Therapeutics, entered into a licensing agreement with HK
inno.N Corporation (KOSDAQ: 195940), a fully-integrated pharmaceutical company, to develop and
commercialize CT032 and CT053, targeting CD19 and BCMA respectively, for the potential treatment
of various cancers in South Korea. Under the terms of the agreement, CARsgen will receive an upfront
and additional milestone payments totaling up to $50 million USD as well as up to double digit
royalties on net sales in South Korea. This collaboration with HK inno.N (KOSDAQ: 195940) showcases
our commitment to establishing more external partnership with leading pharmaceutical companies to
maximize the application of our technology platform and value of our product pipeline to benefit more
cancer patients globally.
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On July 31, 2021, we reached a new agreement with Shanghai Cancer Institute, Shanghai Jiao
Tong University School of Medicine Affiliated Renji Hospital, for strategic collaboration in oncology
research and technology development, following a previous agreement reached in 2015 between the
two parties. This continued collaboration with Shanghai Cancer Institute will further enhance our
understanding of oncology research and technologies in CAR-T cell therapy and enrich our product
pipeline

Impact of COVID-19

We have been continuously monitoring the situation with COVID-19 and take appropriate measures to
limit the impact on our business operations. There has not been any material disruption of our ongoing
clinical trials. We cannot guarantee that the COVID-19 pandemic will not further escalate or have a
material adverse effect on our results of operations, financial position or prospects.

Future and Outlook

With the mission of “making cancer curable”, we will continue to develop innovative product
candidates for the treatment of cancer patients worldwide. Building on the achievement and
milestones we have achieved with our technology and pipeline product candidates, we will focus on
rapidly progressing the clinical development of CT053 and CT041 in both China and overseas with
an NDA and a BLA submissions expected in 2022 for China and 2023 for the U.S. We will continue
to advance the other product candidates in clinical and pre-clinical stages and to develop innovative
CAR-T technologies to further optimize the efficacy, safety, and affordability of the CAR-T products.
We will continue to expand our manufacturing capacity in China and the United States to support the
clinical trials and future commercialization of our product candidates and make CAR-T treatments more
accessible and affordable. We will continue to establish additional external partnerships with leading
research institutes and pharmaceutical companies on technology and product licenses as a means
to maximize the application of our technology platform and value of our product pipeline as well as
develop more innovative therapies for cancer patients worldwide, ultimately creating more value for our
investors and society.

FINANCIAL REVIEW
Overview

We have no products approved for commercial sale and have not generated any revenue from product
sales. We have never been profitable and have incurred operating losses in every year since inception,
with operating losses of RMB234 million and RMB146 million for the six months ended June 30, 2021
and 2020, respectively. Substantially all of our operating losses resulted from research and development
expenses and administrative expenses.

Loss for the periods

Net loss was RMB4,394 million for the six months ended June 30, 2021, representing an increase of
RMB3,853 million from RMB541 million for the six months ended June 30, 2020. The increase was
primarily due to increased fair value loss in financial instruments issued to investors, which totaled
RMB4,156 million for the six months ended June 30, 2021, representing an increase of RMB3,768
million from RMB388 million for the six months ended June 30, 2020. The related financial instruments
were converted to ordinary shares upon the completion of the Company’s IPO in June 2021, hence no
loss would be recognized after the IPO.
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Non-IFRS Measures

To supplement the Group’s consolidated net loss and net loss per share which are presented in
accordance with the IFRS, the Company has prepared adjusted net loss and adjusted net loss per share
as additional financial measures, which are not required by, or presented in accordance with, the IFRS.

Adjusted net loss for the periods and adjusted net loss per share for the periods represent the net loss
and net loss per share respectively excluding the effect of certain non-cash items and one-time events,
namely the fair value loss of the financial instrument issued to investors, the listing fee and share-based
compensation. The terms adjusted net loss and adjusted net loss per share are not defined under the
IFRS.

The table below sets forth a reconciliation of the loss to adjusted loss during the periods indicated:

Six months
ended June 30,
2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Loss for the periods (4,393,846) (540,842)
Add:
Fair value loss of financial instrument issued to investors 4,155,572 388,250
Listing fee 26,580 -
Share-based compensation 1,446 2,810
Adjusted net loss (210,248) (149,782)
Six months
ended June 30,
2021 2020
RMB’000 RMB’'000
(Unaudited) (Unaudited)
Loss per share for the periods (19.68) (2.73)
Add :
Fair value loss of financial instrument issued to
investors per share 18.61 1.96
Listing fee per share 0.12 -
Share-based compensation per share 0.01 0.01
Adjusted net loss per share (0.94) (0.76)
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The Company believes that the adjusted non-IFRS measures are useful for understanding and assessing
the underlying business performance and operating trends, and that the Company’s management and
investors may benefit from referring to these adjusted financial measures in assessing the Group's
financial performance by eliminating the impact of certain unusual, non-recurring, non-cash and/or
non-operating items that the Group does not consider indicative of the performance of the Group's
core business. These non-IFRS measures, as the management of the Group believes, is widely accepted
and adopted in the industry in which the Group is operating in. However, the presentation of these
non-IFRS measures is not intended to be considered in isolation or as a substitute for the financial
information prepared and presented in accordance with the IFRS. Shareholders of the Company and
potential investors should not view the adjusted results on a stand-alone basis or as a substitute for
results under IFRS. And these non-IFRS measures may not be comparable to similarly-titled measures
represented by other companies.

Research and Development Expenses

Six months
ended June 30,

2021 2020
RMB’000 RMB'000

(Unaudited)

(Unaudited)

Employee benefit expenses 68,879 36,587
Testing and clinical expenses 61,697 57,427
Research and development consumables 23,988 10,395
Depreciation of property, plant and equipment 8,435 8,598
Depreciation of right-of-use assets 4,421 2,814
Amortization of intangible assets 2,640 2,768
Utilities 2,079 3,102
Travelling and transportation expenses 1,055 748
Short term lease and low value lease expenses 191 183
Professional service fees 920 193
Other expenses 2,232 2,278
Total 175,707 125,093

Research and development expenses increased to RMB176 million for the six months ended June
30, 2021, representing an increase of RMB51 million from RMB125 million for the six months ended
June 30, 2020, primarily due to increased head count and staff cost and expenses for testing and
productions in support of our clinical trials.
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Administrative Expenses

Six months
ended June 30,

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Listing expenses 26,580 -
Employee benefit expenses 19,335 10,130
Professional service fees 5,719 2,003
Depreciation of property, plant and equipment 4,585 4,646
Office expenses 2,957 1,306
Depreciation of right-of-use assets 2,929 680
Auditors’ remuneration 1,102 300
Amortization of intangible assets 248 138
Travelling and transportation expenses 246 83
Short term lease and low value lease expenses 126 44
Utilities 60 28
Other expenses 219 1,438
Total 64,106 20,796

Administrative expenses increased to RMB64 million for the six months ended June 30, 2021,
representing an increase of RMB43 million from RMB21 million for the six months ended June 30,
2020, primarily due to listing expenses incurred in relation to the Company’'s IPO and increased
headcount and staff cost.

Details of employee benefit expenses and share-based payments included in the above administrative
and research and development expenses are as below:

Employee Benefit Expenses

Six months
ended June 30,

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Wages, salaries and bonuses 72,779 37,699
Pension, social security costs and housing benefits 11,236 2,684
Share-based compensation 1,446 2,810
Other welfare for employees 2,753 3,524
Total 88,214 46,717
Amount included in research and development expenses 68,879 36,587
Amount included in administrative expenses 19,335 10,130
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The increase of employee benefit expenses is mainly due to higher headcount and the related increase
in staff salary and benefit costs. The larger increase of pension, social security and housing benefits
during the six months ended June 30, 2021 is due to the partial waiver of welfare contributions as part
of the social security relief policy of COVID-19 in 2020.

Share-based Payments

Expenses for the share-based compensation have been charged to the consolidated statements of
comprehensive loss as follows:

Six months
ended June 30,

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Administrative expenses 349 674
Research and development expenses 1,097 2,136
Total 1,446 2,810

Fair Value Loss of Financial Instruments Issued to Investors

Fair value loss of financial instruments issued to investors increased to RMB4,156 million for the six
months ended June 30, 2021, representing an increase of RMB3,768 million from RMB388 million for
the six months ended June 30, 2020, primarily due to additional issuance of the financial instruments
during the second half of 2020 and first half of 2021 and the steeper increase in the fair value of the
financial instruments leading up to the IPO. The financial instruments were converted to ordinary shares
upon the completion of the Company’s IPO in June 2021, hence no loss would be recognized after the
IPO.

Liquidity and capital resources

Management monitors and maintains a level of cash and cash equivalents deemed adequate to
finance our operations and mitigate the effects of fluctuations. In addition, management monitors our
borrowings and, from time to time, evaluates operations to renew our borrowings upon expiry based
on our actual business requirements. We rely on equity financing and debt financing as our major
sources of liquidity.
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The following table sets forth our cash flows for the periods indicated:

For the six months ended

June 30,
2021 2020
RMB’000 RMB’'000
(Unaudited) (Unaudited)
Net cash used in operating activities (185,608) (130,351)
Net cash used in investing activities (1,591,147) (12,137)
Net cash generated from financing activities 2,640,680 81,220
Net increase/(decrease) in cash and cash equivalents 863,925 (61,268)
Cash and cash equivalents at beginning of the period 1,042,969 96,476
Exchange (loss)/gain on cash and cash equivalents (11,419) 525
Cash and cash equivalents at end of the period 1,895,475 35,733

Net Cash Used in Operating Activities

During the Reporting Period, we incurred negative cash flows from operations, and substantially all of
our operating cash outflows resulted from our research and development expenses and administrative
expenses.

Our operating activities used RMB186 million and RMB130 million for the six months ended June 30,
2021 and 2020, respectively. We are currently a pre-revenue and pre-income company. We believe our
pipeline products have promising global market potential in the future. We intend to continue investing
in our research and development efforts and aim to obtain marketing approvals for our product
candidates as soon as feasible. As we launch and commercialize our product candidates, we expect to
generate operating income and improve our net operating cash outflow position.

Net Cash Used in Investing Activities

Our cash used in investing activities mainly reflects our cash used for investing in short term deposits
and our purchase of property, plant and equipment.

For the six months ended June 30, 2021, our net cash used in investing activities was RMB1,591
million, which was primarily attributable to RMB1,558 million investment into term deposits with
original maturity between three and twelve months and RMB31 million payment for property, plant and
equipment.

For the six months ended June 30, 2020, our net cash used in investing activities was RMB12 million,
which was primarily attributable payment for property, plant and equipment of RMB11 million.
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Net Cash Generated from Financing Activities

During the Report Period, we derived our cash inflow from financing activities primarily from proceeds
from the IPO, issuance of financial instruments to investors and bank borrowings.

For the six months ended June 30, 2021, our net cash generated from financing activities was
RMB2,641 million, primarily attributable to proceeds from our IPO of RMB2,576 million and net
proceeds from bank borrowings of RMB 97 million.

In the six months ended June 30, 2020, our net cash generated from financing activities was RMB81
million, which was primarily attributable to proceeds from the issuance of loans with convention option
of RMB95 million.

Cash and Cash Equivalents and Term Deposits with Original Maturity over Three Months

As at As at

June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

Cash at banks

- RMB 77,044 121,393
- HKD q -
- USD 1,818,427 921,576
Subtotal 1,895,475 1,042,969

Term deposits with original maturity between three and
twelve months — USD 1,558,176 -

Total 3,453,651 1,042,969

The Group’s cash and cash equivalents and term deposits with original maturity between three and
twelve months as at June 30, 2021 were RMB3,454 million, representing an increase of RMB2,411
million compared to RMB1,043 million as at December 31, 2020. The increase was primarily attributable
to the net proceeds from the IPO.

Borrowings and Gearing Ratio

The Group's total borrowings, including interest-bearing borrowings, as at June 30, 2021 were RMB177
million, representing an increase of RMB97 million compared to RMB80 million as at December 31,
2020.
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As at June 30, 2021 and December 31, 2020, the Group's bank borrowings of approximately
RMB14,194,000 and RMB16,352,000 respectively are pledged by property, plant and equipment and
right-of-use assets of the Group.

The fair values of the borrowings approximate their carrying amounts as the discounting impact is not
significant.

As at June 30, 2021, the Group’s unsecured borrowings are mature within six to twelve months with
the interest rate ranging between 3.7% and 5.5%.

As at June 30, 2021, the Group’s secured borrowings are mature within three years with the interest
rate of 5.225%.

The gearing ratio (calculated by dividing the sum of borrowings and lease liabilities by total equity) of
the Group as at June 30, 2021 was 9%. Gearing ratio as at December 31, 2020 is not applicable as it
would lead to a negative number.

Lease liabilities

The Group leases land use right and properties. Lease on land use right has been fully paid and lease
on properties were measured at net present value of the lease payments to be paid during the lease
terms.

Lease liabilities were discounted at incremental borrowings rates of the Group.

Lease liabilities increased to RMB123 million as at June 30, 2021 from RMB20 million as at December
31, 2020, due to newly rented offices and staff dormitories.

Foreign Exchange Exposure

We have transactional currency exposures. Certain of our bank balances, other receivables, and other
payables are dominated in foreign currencies and are exposed to foreign currency risk. We currently
do not have a foreign currency hedging policy. However, our management monitors foreign exchange
exposure and will consider appropriate hedging measures in the future should the need arise.

Pledge of Shares

As at June 30, 2021, we did not have any pledging of shares by our controlling shareholders.
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Significant Investments, Material Acquisitions and Disposals

As at June 30, 2021, we did not hold any significant investments. During the six months ended June
30, 2021, we did not have material acquisitions or disposals of subsidiaries, associates and joint
ventures.

Capital Expenditure

For the six months ended June 30, 2021, the Group’s total capital expenditure amounted to
approximately RMB33 million, which was used in purchase of property, plant and equipment, and
software.

Charge on Assets

As at June 30, 2021, there was no charge on assets of the Group.

Contingent Liabilities

As at June 30, 2021, the Group did not have any material contingent liabilities.

Subsequent Events

Reference is made to the announcement (the “Announcement”) of the Company dated July 22, 2021
in relation to (i) the grant of 730,578 options to 48 option grantees pursuant to the Post-IPO Share
Option Scheme; (ii) the grant of 1,600,867 RSUs to 115 grantees pursuant to the Post-IPO RSU Scheme;
and (iii) the grant of 16,000 RSUs to the Connected Grantee pursuant to the 2019 Equity Incentive
Plan. Due to internal administrative considerations, on August 23, 2021, the grant referred to in (ii)
above pursuant to the Post-IPO RSU Scheme has been modified to a grant of the same number of RSUs
to the same grantees under the 2019 Equity Incentive Plan.

Unless otherwise indicated, capitalized terms used in this sub-section shall have the same meanings as
those defined in the Announcement.

Except as disclosed above, the Company is not aware of any material subsequent events after the end
of the Reporting Period which requires disclosure in this report.
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Employees and Remuneration Policies
As of June 30, 2021, we had a total of 444 employees.

In compliance with the applicable labor laws, we enter into standard confidentiality and employment
agreements with our key management and research staff. The contracts with our key personnel
typically include a standard non-compete agreement that prohibits the employee from competing with
us, directly or indirectly, during his or her employment and for up to two years after the termination
of his or her employment. The agreements also typically include undertakings regarding assignment of
inventions and discoveries made during the course of his or her employment.

During the Reporting Period and up to the date of this report, we did not experience any strikes, labor
disputes or industrial action which had a material effect on our business. We believe we have not
experienced any significant difficulty in recruiting staff for our operations. We have established a labor
union that represents employees with respect to the promulgation of bylaws and internal protocols in
China.

Our employees’ remuneration consists of salaries, bonuses, share-based incentive plans, social
insurance contributions and other welfare payments. In accordance with applicable laws, we have made
contributions to social insurance funds (including pension plan, unemployment insurance, work-related
injury insurance, medical insurance and maternity insurance, as applicable) and housing funds for our
employees. During the Reporting Period and up to the date of this report, we had complied with all
statutory social insurance fund and housing fund obligations applicable to us under PRC laws in all
material aspects.

To remain competitive in the labor market, we provide various incentives and benefits to our
employees.We invest in continuing education and training programs, including internal and external
training, for our management staff and other employees to upgrade their skills and knowledge. We
also provide competitive salaries, project and stock incentive plans to our employees, especially key
employees.

Future Investment Plans and Expected Funding

The Group will continue to expand its markets in the PRC and globally in order to tap its internal
potential and maximize shareholders’ interest. The Group will continue to grow through self-
development, mergers and acquisitions, and other means. We will employ a combination of financing

channels to finance capital expenditures, including but not limited to internal funds and bank loans.

The following discussion is based on, and should be read in conjunction with the financial information
and the notes included elsewhere in this report.
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INTERIM DIVIDEND

The Board does not recommend the payment of interim dividend to the Shareholders for the six months
ended June 30, 2021.

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

As of June 30, 2021, the interests or short positions of the Directors and chief executives of
the Company in the Shares, underlying Shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO), which were required (a) 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 (b) pursuant to Section 352 of the SFO, to be entered in the register referred to therein; or (c)
to be notified to the Company and the Stock Exchange pursuant to the Model Code, were as follows:

Approximate
Total number  Percentage of

of Shares/ Interest in

underlying the Company

Name of Director/Chief Executive Capacity Shares held (Note 3)

Dr. Li Zonghai (Note 1) (Note 2) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Mr. Guo Bingsen (Note 1) (Note 2) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Dr. Wang Huamao (Note 1) (Note 2) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Mr. Guo Huaging (Note 1) (Note 2) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Notes:

(1) As of June 30, 2021, YUIE Biotech (BVI) held 198,139,536 Shares of our Company, representing 34.92% of interest of our
Company. YUIE Biotech (BVI) is owned as to 69.00%, 10.20%, 10.00%, 10.00% and 0.80% by CART Biotech Limited, Redelle
Holding Limited, He Xi Holdings Limited, Candock Holdings Limited and Accure Biotech Limited (collectively, the “Intermediary
Entities”) respectively. The Intermediary Entities are wholly-owned by Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo
Huaging and Mr. Chen Haiou respectively.

(2) Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging, Mr. Chen Haiou, the Intermediary Entities, Ms. Yang
Xuehong, Yeed Holdings, Ms. Guo Xiaojing and Quanzhou Dingwo (LP) entered into the Concert Party Agreement on February
22, 2021 and each party is deemed to be interested in the Shares that the other parties are interested in under section 317
of the SFO. Each of Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging and Mr. Chen Haiou, through the
Intermediary Entities and YIJIE Biotech (BVI), are interested in 198,139,536 Shares of our Company, representing 34.92% of interest
in our Company as at June 30, 2021. Ms. Yang Xuehong is interested in 8,888,888 Shares, representing 1.57% of interest in our
Company through Yeed Holdings as at June 30, 2021. Ms. Guo Xiaojing is interested in 5,555,556 Shares, representing 0.98% of
interest in our Company through Quanzhou Dingwo (LP) as of June 30, 2021. In addition, Mr. Chen Haiou is entitled to receive up
to 2,539,773 Shares pursuant to options granted to him, subject to the conditions (including vesting conditions) of those options.
Therefore, Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging, Mr. Chen Haiou, the Intermediary Entities, Ms.
Yang Xuehong, Yeed Holdings, Ms. Guo Xiaojing and Quanzhou Dingwo (LP) are deemed to be interested in a total of 215,123,753
Shares, representing 37.92% of interest in our Company as at June 30, 2021.

On July 22, 2021, 16,000 restricted share units of the Company were granted to Mr. Chen Haiou pursuant to the 2019 Equity
Incentive Plan. Therefore, Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging, the Intermediary Entities, Ms.
Yang Xuehong, Yeed Holdings, Ms. Guo Xiaojing and Quanzhou Dingwo (LP) are deemed to be interested in an additional 16,000
Shares and a total of 215,139,753 Shares, representing 37.92% of interest in our Company as of the date of this report.

(3) As at June 30, 2021, the total issued share capital of the Company was 567,346,696 Shares.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT POSITIONS

As of June 30, 2021, to the knowledge of our Company and the Directors after making reasonable
inquiries, the following persons (other than the Directors and chief executives of our Company as
disclosed above) have interests or short positions in Shares or underlying Shares which would be
required to be disclosed to our Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO and recorded in the register required to be maintained by our Company under Section 336 of the
SFO:

Approximate
Total number percentage of

of Shares/ interest in

underlying the Company

Name of Shareholders Capacity Shares held (Note 7)

CART Biotech Limited (Note 1) (Note 2) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Redelle Holding Limited (Note 1) (Note 2) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

He Xi Holdings Limited (Note 1) (Note 2)  Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Candock Holdings Limited Interest of controlled corporations and 215,123,753/ 37.92%
(Note 1) (Note 2) interest of party acting in concert Long position

Mr. Chen Haiou (Note 1) (Note 2) Interest of controlled corporations, 215,123,753/ 37.92%
interest of party acting in concert and Long position

beneficial interest

Accure Biotech Limited (Note 1) (Note 2)  Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Ms. Yang Xuehong (Note 2) (Note 3) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Yeed Holdings (Note 2) (Note 3) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Ms. Guo Xiaojing (Note 2) (Note 4) Interest of controlled corporations and 215,123,753/ 37.92%
interest of party acting in concert Long position

Quanzhou Dingwo (LP) (Note 2) (Note 4)  Beneficial interest and interest of party 215,123,753/ 37.92%
acting in concert Long position

YIJIE Biotech (BVI) (Note 1) Beneficial interest and interest of party 215,123,753/ 37.92%
acting in concert Long position
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Approximate
Total number percentage of

of Shares/ interest in
underlying the Company
Name of Shareholders Capacity Shares held (Note 7)
GIC Private Limited (Note 5) Interest of controlled corporation 64,339,150/ 11.34%

Long position

GIC Special Investments Interest of controlled corporation 64,339,150/ 11.34%
Private Limited (Note 5) Long position
GIC (Ventures) Pte. Ltd. (Note 5) Interest of controlled corporation 64,339,150/ 11.34%

Long position

Mr. Yang Zhi (535) (Note 5) Interest of controlled corporation 39,894,706/ 7.03%
Long position

BVCF Realization Fund GP, Ltd. (Note 5)  Interest of controlled corporation 39,894,706/ 7.03%
Long position

Prowell Ventures Pte Ltd (Note 5) Interest of controlled corporation 39,894,706/ 7.03%
Long position

BVCF Realization Fund, L.P. (Note 5) Interest of controlled corporation 39,894,706/ 7.03%
Long position

Applied Biomaterial Ltd. (Note 5) Interest of controlled corporation 39,894,706/ 7.03%
Long position

China Medmaterial Limited (Note 5) Beneficial interest 39,894,706/ 7.03%
Long position

Mr. Yu Yougiang (Note 6) Interest of controlled corporation 28,385,012/ 5.00%
Long position

Zhejiang Jolly Pharmaceutical Co., Ltd. Interest of controlled corporation 28,385,012/ 5.00%
(Note 6) Long position

Zhejiang Jolly Healthcare Investment Interest of controlled corporation 28,385,012/ 5.00%
Management Limited (Note 6) Long position

Zhejiang Zuoli Innovation Medical Interest of controlled corporation 28,385,012/ 5.00%
Investment Management Co., Ltd. Long position
(Note 6)
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Notes:

YUJIE Biotech (BVI) holds 198,139,536 Shares of our Company, representing 34.92% of interest of our Company as at June 30,
2021. YUIE Biotech (BVI) is owned as to 69.00%, 10.20%, 10.00%, 10.00% and 0.80% by the Intermediary Entities respectively.
The Intermediary Entities are wholly-owned by Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging and Mr.
Chen Haiou respectively.

Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging, Mr. Chen Haiou, the Intermediary Entities, Ms. Yang
Xuehong, Yeed Holdings, Ms. Guo Xiaojing and Quanzhou Dingwo (LP) entered into the Concert Party Agreement on February
22, 2021 and each party is deemed to be interested in the Shares that the other parties are interested in under section 317
of the SFO. Each of Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging and Mr. Chen Haiou, through the
Intermediary Entities and YIJIE Biotech (BVI), are interested in 198,139,536 Shares of our Company, representing 34.92% of interest
in our Company as at June 30, 2021. Ms. Yang Xuehong is interested in 8,888,888 Shares, representing 1.57% of interest in our
Company through Yeed Holdings as at June 30, 2021. Ms. Guo Xiaojing is interested in 5,555,556 Shares, representing 0.98% of
interest in our Company through Quanzhou Dingwo (LP) as of June 30, 2021. In addition, Mr. Chen Haiou is entitled to receive up
to 2,539,773 Shares pursuant to options granted to him, subject to the conditions (including vesting conditions) of those options.
Therefore, Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging, Mr. Chen Haiou, the Intermediary Entities, Ms.
Yang Xuehong, Yeed Holdings, Ms. Guo Xiaojing and Quanzhou Dingwo (LP) are deemed to be interested in a total of 215,123,753
Shares, representing 37.92% of interest in our Company as at June 30, 2021.

On July 22, 2021, 16,000 restricted share units of the Company were granted to Mr. Chen Haiou pursuant to the 2019 Equity
Incentive Plan. Therefore, Dr. Li Zonghai, Mr. Guo Bingsen, Dr. Wang Huamao, Mr. Guo Huaging, Mr. Chen Haiou, the Intermediary
Entities, Ms. Yang Xuehong, Yeed Holdings, Ms. Guo Xiaojing and Quanzhou Dingwo (LP) are deemed to be interested in an
additional 16,000 Shares and a total of 215,139,753 Shares, representing 37.92% of interest in our Company as of the date of this
report.

Yeed Holdings holds 8,888,888 Shares in our Company, representing 1.57% of interest in our Company as at June 30, 2021. Yeed
Holdings is wholly-owned by Ms. Yang Xuehong, the wife of our non-executive Director, Mr. Guo Bingsen.

Quanzhou Dingwo (LP) holds 5,555,556 Shares in our Company, representing 0.98% of interest in our Company as at June 30,
2021. The general partner of Quanzhou Dingwo (LP) is Ms. Guo Xiaojing, the daughter of our non-executive Director, Mr. Guo
Bingsen.

China Medmaterial Limited is wholly-owned by Applied Biomaterial Ltd., which is in turn wholly-owned by BVCF Realization Fund,
L.P.. The general partner of BVCF Realization Fund, L.P. is BVCF Realization Fund GP, Ltd., a company wholly-owned by Mr. Yang
Zhi (155). Prowell Ventures Pte. Ltd., a company wholly-owned by GIC (Ventures) Pte. Ltd., which is in turn wholly-owned by
the Minister for Finance of the Government of Singapore, owns more than one-third interest in BVCF Realization Fund, L.P. GIC
(Ventures) Pte. Ltd. is wholly-owned by GIC Special Investments Private Limited, which is in turn wholly-owned by GIC Private
Limited. On the other hand, Loyal Valley Capital Advantage Fund Il LP holds 24,444,444 Shares in the Company. Loyal Valley
Capital Advantage Fund Il LP is wholly-owned by Highbury Investment Pte Ltd, which is in turn wholly-owned by GIC (Ventures) Pte.
Ltd. Accordingly, each of GIC Private Limited, GIC Special Investments Private Limited and GIC (Ventures) Pte. Ltd. is deemed to be
interested in a total of 64,339,150 Shares in the Company.

Zhejiang Zuoli Innovation Medical Investment Management Co., Ltd. (“Jolly Innovation”) is a limited liability company incorporated
under the laws of the PRC. Jolly Innovation is owned as to 92.50% by Zhejiang Jolly Healthcare Investment Management Limited,
which is wholly-owned by Zhejiang Jolly Pharmaceutical Co., Ltd. (#/T{% 1 25885 B PR A 7)) (“Jolly Pharmaceutical”), a high-tech
pharmaceutical company combining R&D, production and commercialization. Jolly Pharmaceutical is listed on the Shenzhen Stock
Exchange (stock code: 300181). The controlling shareholder of Jolly Pharmaceutical is Mr. Yu Yougiang (A1 54), an Independent
Third Party.

As at June 30, 2021, the total issued share capital of the Company was 567,346,696 Shares.
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RIGHTS OF DIRECTORS TO ACQUIRE SHARES OR DEBENTURES

As of the end of the Reporting Period, none of the Directors or their respective spouses or minor
children under the age of 18 years were granted with rights, or had exercised any such rights, to
acquire benefits by means of purchasing Shares or debentures of the Company. Neither the Company
nor any of its subsidiaries was a party to any arrangements to enable the Directors or their respective
spouses or minor children under the age of 18 years to acquire such rights from any other body
corporates.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities from the Listing Date to June 30, 2021.

SHARE INCENTIVE SCHEMES
We have adopted three share incentive schemes, collectively referred to as Share Incentive Schemes.
2019 Equity Incentive Plan

Our Company adopted the 2019 Equity Incentive Plan on January 22, 2019. The purpose of the 2019
Equity Incentive Plan is to attract, motivate, retain and reward certain employees, directors, officers and
certain other eligible persons of our Group.

On May 11, 2021, our Company allotted and issued 12,497,947 Shares to Carfa Unity Limited and
7,125,575 Shares to Carfe Unity Limited, both of which are wholly-owned by the 2019 Equity Incentive
Plan Trustee. Such Shares are to be held in trust by the 2019 Equity Incentive Plan Trustee to facilitate
the transfer of Shares to the grantees upon vesting of the relevant Share Options and Share Awards.

As of June 30, 2021, pursuant to the 2019 Equity Incentive Plan, we had granted to Directors,
executives and employees of the Group outstanding options to subscribe for 20,342,844 Shares,
representing approximately 3.56% of the total issued share capital of our Company as of June 30,
2021.
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Movement of the options, which were granted under the 2019 Equity Incentive Plan, during the
Reporting Period is as follows:

Number of options during the Reporting Period
Granted  Exercised  Canceled Lapsed
Asatthe duringthe duringthe during the during the Asat Date of

Listing  Reporting  Reporting  Reporting  Reporting  June 30, grant of Exercise
Name of Grantee Date Period Period Period Period 2021 share options Exercise period price
uss
1. Connected Person
Mr. CHEN Haiou 2,539,773 - - - - 2,539,773 December 28,2020  2020.12.28-2028.12.27 0.04
2, Senior Management
Dr. WANG Wei 92,978 - - - - 92,978 December 28,2020  2020.12.28-2028.12.27 0.90
102,759 - - - - 102,759 December 28,2020  2020.12.28-2028.12.27 139
160,000 - - - - 160,000 December 28,2020 2020.12.28-2028.12.27 0.90
Dr. JIA Jie 671817 = = = = 677,817 March 31,2017 2017.03.31-2025.03.30 0.00
671817 = = = = 677,817 March 31, 2018 2018.03.31-2026.03.30 0.00
28,694 - - - - 28,694 March 31,2020 2020.03.31-2028.03.30 139
Dr. HSU Leigh James 387,324 - - - - 387,324 March31,2018  2018.03.31-2026.03.30 0.5
16,640 - - - - 16,640 March 31,2019 2019.03.31-2027.03.30 0.90
26471 - - - - 26471 March 31,2020 2020.03.31-2028.03.30 139
Dr. MA Hong 4120 - - - - 47222 March 31,2019 2019.03.31-2027.03.30 0.90
39,628 = = = = 39,628 March 31,2019 2019.03.31-2028.03.30 0.00
400,000 = = = = 400,000 October 20,2019 2019.10.20-2027.10.19 0.90
35,868 - - - - 35,868 March 31,2020 2020.03.31-2028.03.30 139
46,621 - - - - 46,621 March 31,2020 2020.03.31-2028.03.30 0.00
3. Consultant
LIU Rongyi 166,667 - - - - 166,667 December 28,2020 2020.12.28-2028.12.27 0.00
4. Other Grantees 14,926,1% = = 29,631 - 14,896,565 December 28,2020 2020.12.28-2028.12.27 0-1.40

Total: 20,372 475 = = 29,631

20,342,844

No share options were exercised during the period from the Listing Date to June 30, 2021, and
accordingly the weighted average share price at the date of exercise for share options exercised is not
applicable.

As of the Listing Date and June 30, 2021, pursuant to the 2019 Equity Incentive Plan, we had not
granted any outstanding RSUs under the 2019 Equity Incentive Plan.
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POST-IPO RSU SCHEME

Our Company adopted the Post-IPO RSU Scheme on April 30, 2021. The purpose of the Post-IPO RSU
Scheme is to align the interests of the eligible persons with those of our Group through ownership of Shares
to encourage and retain them to make contributions to the long-term growth and profits of our Group. As
of June 30, 2021, no RSU had been granted or agreed to be granted under the Post-IPO RSU Scheme.

POST-IPO SHARE OPTION SCHEME

Our Company adopted the Post-IPO Share Option Scheme on April 30, 2021. The purpose of the Post-IPO
Share Option Scheme is to reward employees for their past contribution to the success of the Company and
to provide incentives to them to further contribute to the Company. As of the June 30, 2021, no option had

been granted under the Post-IPO Share Option Scheme.

For further details of the Share Incentive Schemes, please refer to Note 21 to the Condensed Consolidated
Financial Statements.

SUMMARY OF THE SHARE INCENTIVE SCHEMES

The principal terms and details of the Share Incentive Schemes are set out below:

2019 Equity Post-IPO Share
Details Incentive Plan Post-IPO RSU Scheme Option Scheme
1. Purpose to secure and retain the services to align the interests of the eligible  to reward employees for their past

of eligible participants, to provide
incentives for such persons to exert
maximum efforts for the success
of our Company and our affiliates,
and to provide a means by which
such eligible recipients may be
given an opportunity to benefit
from increases in value of the
Shares through the granting of the
Share Awards

persons with those of our Group
through ownership of Shares to
encourage and retain them to make
contributions to the long-term
growth and profits of our Group

contribution to the success of the
Company and to provide incentives
to them to further contribute to
the Company
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2019 Equity Post-IPO Share
Details Incentive Plan Post-IPO RSU Scheme Option Scheme
2. Eligible Eligible persons include any person  Any individual, being an employee,  Any individual, being an employee,

Participants

employed by our Company or

our affiliates, any director of our
Company or any of its subsidiaries,
any person, including an advisor,
who is (i) engaged by our
Company or our affiliates to render
consulting or advisory services and
is compensated for such services,
or (ii) serving as a member of the
board of directors of our affiliates
and is compensated for such
services.

CARSGEN THERAPEUTICS HOLDINGS LIMITED

director (including executive
Directors, non-executive Directors
and independent non-executive
Directors) or officer, consultant,
advisor, distributor, contractor,
customer, supplier, agent, business
partner, joint venture business
partner or service provider of

any member of the Group or any
affiliate (an “Eligible Person” and,
collectively “Eligible Persons”)
who the Board or its delegate(s)
considers, in its sole discretion, to
have contributed or will contribute
to the Group is eligible to receive
an award granted by the Board,
by way of RSUs, which may vest
in the form of Award Shares or
the actual selling price of the
Award Shares of RSUs in cash in
accordance with the Post-IPO RSU
Scheme. However, no individual
who is resident in a place where
the grant, acceptance or vesting
of an Award pursuant to the Post-
IPO RSU Scheme is not permitted
under the laws and regulations of
such place or where, in the view
of the Board or its delegate(s),
compliance with applicable laws
and regulations in such place
makes it necessary or expedient to
exclude such individual, shall be
entitled to participate in the Post-
IPO RSU Scheme.

director or officer of any member
of our Group who the Board may
in its absolute discretion select to
grant an Option to subscribe for
such number of Shares as the Board
may determine at the Subscription
Price.
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2019 Equity Post-IPO Share
Details Incentive Plan Post-IPO RSU Scheme Option Scheme
3. Maximum Subject to capitalization The aggregate number of Shares The maximum number of Shares in
number of adjustments, the aggregate number  underlying all grants made respect of which Options may be

Shares that
can be award

of Shares that may be issued
pursuant to Share Awards shall not
exceed 27,519,380 Shares.

pursuant to the Post-IPO RSU
Scheme (excluding Award which
have been forfeited in accordance
with the Post-IPO RSU Scheme) will
not exceed 5% of the issued share
capital of the Company as of the
date of approval of the Post-IPO
RSU Scheme without Shareholders’

approval, being 22,648,808 Shares.

granted under the Post-IPO Share
Option Scheme when aggregated
with the maximum number of
Shares in respect of which Options
may be granted under any other
option scheme over Shares shall
not exceed 10% of the issued
share capital of the Company as of
the date of approval of the Post-
IPO Share Option Scheme (or of
the refreshing of the 10% limit) by
the shareholders of the Company,
being 45,297,617 Shares. Options
lapsed in accordance with the
terms of the Post-IPO Share Option
Scheme shall not be counted for
the purpose of calculating the
10% limit. Within the aforesaid
10% limit (or alternatively subject
to the approval of shareholders of
the Company in general meeting),
the maximum number of Shares
to be issued upon exercise of all
outstanding Options under this
Post-IPO Share Option Scheme
may be increased by increments as
determined by the Board, provided
that the total number of Shares

to be issued upon exercise of all
outstanding Options under the
Post-IPO Share Option Scheme and
all other schemes of the Company
granted and yet to be exercised
does not exceed 30% of all the
Shares in issue from time to time.
No Option may be granted under
the Post-IPO Share Option Scheme
if this will result in the limit being
exceeded.
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Details

2019 Equity
Incentive Plan

Post-IPO RSU Scheme

Post-IPO Share
Option Scheme

4. Vesting

The total number of Shares subject
to a Share Option may vest and
therefore become exercisable in
periodic installments that may

or may not be equal. The Share
Option may be subject to such
other terms and conditions on

the time or times when it may

or may not be exercised (which
may be based on the satisfaction
of performance goals or other
criteria) as the Board may deem
appropriate. The vesting provisions
of each Share Option may vary.

CARSGEN THERAPEUTICS HOLDINGS LIMITED

The Board or its delegate(s) may
from time to time while the Post-
IPO RSU Scheme is in force and
subject to all applicable laws,
determine such vesting criteria and
conditions or periods for the Award
to be vested.

Within a reasonable time period as
agreed between the RSU Trustee
and the Board from time to time
prior to any Vesting Date, the
Board or its delegate(s) will send

a vesting notice to the relevant
selected participant and instruct the
RSU Trustee the extent to which the
Award Shares held in the trust shall
be transferred and released from
the trust to the selected participant.
Subject to the receipt of the vesting
notice and notification from the
Board or its delegate(s), the RSU
Trustee will transfer and release
the relevant Award in the manner
as determined by the Board or its
delegate(s).

The maximum number of Shares
shall be adjusted, in such manner
as the auditor of the Company
shall certify in writing to the Board
to be fair and reasonable, in the
event of any alteration in the
capital structure of the Company
whether by way of capitalization
of profits or reserves, rights issue,
consolidation, subdivision or
reduction of the share capital of
the Company provided that no
such adjustment shall be made in
the event of an issue of Shares

as consideration in respect of a
transaction to which the Company
is a party.

Subject as provided in the Post-

IPO Share Option Scheme and any
conditions specified by the Board,
an Option may, subject to the
terms and conditions upon which
such option is granted, be exercised
in whole or in part by the grantee
giving notice in writing to our
Company in such form as the Board
may from time to time determine
stating that the option is thereby
exercised and the number of Shares
in respect of which it is exercised.



Details

2019 Equity
Incentive Plan

Corporate Governance and Other Information

Post-IPO Share
Post-IPO RSU Scheme Option Scheme

If, in the absolute discretion of

the Board or its delegate(s), it is
not practicable for the selected
participant to receive the Award

in Shares, solely due to legal or
regulatory restrictions with respect
to the selected participant’s ability
to receive the Award in Shares or
the RSU Trustee’s ability to give
effect to any such transfer to the
selected participant, the Board

or its delegate(s) will direct and
procure the RSU Trustee to sell, on-
market at the prevailing market
price, the number of RSUs so vested
in the form of Award Shares in
respect of the selected participant
and pay the selected participant
the proceeds arising from such sale
based on the actual selling price of
the Award Shares following vesting
of such RSUs in cash as set out in
the vesting notice.

If there is an event of change in
control of our Company by way
of a merger, a privatization of our
Company by way of a scheme or
by way of an offer, the Board or
the committee of the Board or
person(s) to which the Board has
delegated its authority shall at their
sole discretion determine whether
the Vesting Dates of any Awards
will be accelerated to an earlier
date.
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2019 Equity Post-IPO Share
Details Incentive Plan Post-IPO RSU Scheme Option Scheme
5. Duration No Share Option shall be The Post-IPO RSU Scheme may be The Post-IPO Share Option Scheme

exercisable after the expiration
of eight years from the date of
its grant or such shorter period
specified in a share award
agreement.

6. Exercise price The exercise price (or strike price)

of each Share Option shall be
determined in good faith by the
Administrator and as set forth in

a share award agreement. The
consideration, if any, to be paid

by the participant upon delivery of
each Share subject to the restricted
share unit award will be determined
by the Board at the time of grant
of such award.

CARSGEN THERAPEUTICS HOLDINGS LIMITED

altered in any respect (save for the
Post-IPO RSU Scheme Limit) by a
resolution of the Board provided
that no such alteration shall
operate to affect adversely any
subsisting rights of any selected
participant unless otherwise
provided for in the rules of the
Post-IPO RSU Scheme, except:

(i) with the consent in writing
of selected participants
amounting to three-fourths in
nominal value of all RSUs held
by the RSU Trustee on that
date; or

(i) with the sanction of a special
resolution that is passed at
a meeting of the selected
participants amounting to
three-fourths in nominal value
of all RSUs held by the RSU
Trustee on that date.

N/A

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

The amount payable for each Share
to be subscribed for under an option
in the event of the option being
exercised shall be determined by the
Board at its absolute discretion, but
shall be not less than the greater of:

(i) the closing price of a Share as
stated in the daily quotations
sheet issued by the Stock
Exchange on the date of grant;

(i) the average closing price of
our Shares as stated in the
daily quotations sheets issued
by the Stock Exchange for the
five business days immediately
preceding the date of grant;
and

(iii) the nominal value of a Share on
the date of grant.
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2019 Equity
Incentive Plan

Post-IPO RSU Scheme

Post-IPO Share
Option Scheme

7. Termination

The 2019 Equity Incentive Plan
may be suspended or terminated
by the Board at any time. Unless
terminated sooner by the Board,
the 2019 Equity Incentive Plan will
automatically terminate on day
before the eighth anniversary of
the date the 2019 Equity Incentive
Plan is adopted by the Board. No
Share Awards may be granted
under the 2019 Equity Incentive
Plan while it is suspended or after
it is terminated.

The Post-IPO RSU Scheme shall
terminate on the earlier of:

i

the end of the period of ten
years commencing on the
Listing Date except in respect
of any non-vested RSUs
granted hereunder prior to the
expiration of the Post-IPO RSU
Scheme, for the purpose of
giving effect to the vesting in
the form of Award Shares of
such RSUs or otherwise as may
be required in accordance with
the provisions of the Post-IPO
RSU Scheme; and

(i) such date of early termination
as determined by the Board
provided that such termination
shall not affect any subsisting
rights of any selected
participant under the rules
of the Post-IPO RSU Scheme,
provided further that for
the avoidance of doubt, the
change in the subsisting rights
of a selected participant in this
paragraph refers solely to any
change in the rights in respect
of the RSUs already granted to
a selected participant.

The Company by an ordinary
resolution in general meeting or the
Board may at any time terminate
the operation of the Post-IPO Share
Option Scheme and in such event
no further Options will be offered
but the provisions of the Post-IPO
Share Option Scheme shall remain
in full force in all other respects. All
Options granted but unexercised
prior to such termination shall
continue to be valid and exercisable
in accordance with their terms of
issue after the termination of the
Post-IPO Share Option Scheme.
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2019 Equity Post-IPO Share
Details Incentive Plan Post-IPO RSU Scheme Option Scheme
8. Others Right of Repurchase Issue of Shares and/or transfer Performance target

The terms of any repurchase right
shall be specified in a share award
agreement. The repurchase price
for vested and unvested Shares
shall both be determined in good
faith by the Board.

CARSGEN THERAPEUTICS HOLDINGS LIMITED

of funds to the RSU Trustee

Our Company shall, as soon as
reasonably practicable and no
later than 30 business days from
the Grant Date, (i) issue and allot
Shares to the RSU Trustee and/
or (ii) transfer to the RSU Trustee
the necessary funds and instruct
the RSU Trustee to acquire Shares
through on-market transactions at
the prevailing market price, so as
to satisfy the Awards.

Our Company shall not issue or
allot Award Shares nor instruct
the RSU Trustee to acquire Shares
through on-market transactions

at the prevailing market price,
where such action (as applicable)
is prohibited under the Listing
Rules, the Securities and Futures
Ordinance or other applicable laws
from time to time. Where such a
prohibition causes the prescribed
timing imposed by the Post-IPO RSU
Scheme Rules or the trust deed to
be missed, such prescribed timing

shall be treated as extended until as
soon as reasonably practicable after

the first Business Day on which the
prohibition no longer prevents the
relevant action.

The Post-IPO Share Option Scheme
does not set out any performance
targets that must be achieved
before the options may be
exercised. However, subject to the
provisions of the Listing Rules, the
Board may in its absolute discretion
specify such event, time limit or
conditions (if any) as it thinks

fit including, without limitation,
conditions as to performance
criteria to be satisfied and/or the
Company and/or the Group which
must be satisfied before an Option
can be exercised, provided such
terms and conditions shall not be
inconsistent with any other terms
and conditions of the Post-IPO
Share Option Scheme.
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COMPLIANCE WITH THE MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10 to the Listing Rules. Specific
enquiries have been made to all Directors and the Directors have confirmed that they have complied
with the Model Code for the period from the Listing Date to June 30, 2021.

The Company’s employees, who are likely to be in possession of inside information of the Company,
have also been subject to the Model Code for securities transactions. No incident of non-compliance of
the Model Code by the employees was noted by the Company for the period from the Listing Date to
June 30, 2021.

Having made specific enquiry of all the Directors of the Company, all the Directors confirmed that they
have strictly complied with the provision of the Model Code throughout the period from the Listing
Date to June 30, 2021.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company has adopted and applied the principles and code provisions as set out in the Corporate
Governance Code contained in Appendix 14 to the Listing Rules. For the period from the Listing Date
to June 30, 2021, the Company has complied with the mandatory code provisions in the Corporate
Governance Code, except for the deviation from code provision A.2.1 as explained below.

Pursuant to code provision A.2.1 of the Corporate Governance Code, companies listed on the Stock
Exchange are expected to comply with, but may choose to deviate from the requirement that the
roles of chairman and chief executive should be separate and should not be performed by the same
individual. We do not have separate Chairman of the Board and CEO and Dr. Li Zonghai (“Dr. Li"),
the Chairman of our Board and CEO, currently performs these two roles. Our Board believes that, in
view of his experience, personal profile and his roles in our Company as mentioned above, Dr. Li is
the Director best suited to identify strategic opportunities and focus of the Board due to his extensive
understanding of our business as our CEO. Our Board also believes that the combined role of Chairman
of the Board and CEO can promote the effective execution of strategic initiatives and facilitate the flow
of information between management and the Board. Our Board will continue to review and consider
splitting the roles of Chairman of the Board and the CEO at a time when it is appropriate by taking
into account the circumstances of our Group as a whole. We aim to implement a high standard of
corporate governance, which is crucial to safeguard the interests of our Shareholders. To accomplish
this, we expect to comply with the Corporate Governance Code after the Listing except for the matter
disclosed above.
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XI.

AUDIT COMMITTEE

The Audit Committee has three members comprising Mr. So Tak Young (Chairman), Dr. Fan Chunhai
and Mr. Guo Huaging, with terms of reference in compliance with the Listing Rules.

The Audit Committee has considered and reviewed the accounting principles and practices adopted by
the Group and has discussed matters in relation to internal controls and financial reporting with the
management, including the review of the unaudited condensed consolidated interim financial results
of the Group for the six months ended June 30, 2021. The Audit Committee considers that the interim
financial results for the six months ended June 30, 2021 are in compliance with the relevant accounting
standards, rules and regulations and appropriate disclosures have been duly made.

In addition, the Company’s independent auditor, PricewaterhouseCoopers, has performed an
independent review of the Group's interim financial information for the Reporting Period in accordance
with International Standard on Review Engagements 2410, “Review of Interim Financial Information
performed by the Independent Auditor of the Entity” issued by International Accounting Standards
Board.

LEGAL PROCEEDINGS

As of June 30, 2021, as far as the Company is aware, the Company and its subsidiaries were not
involved in any material litigation or arbitration and no material litigation or claim of material
importance was pending or threatened against or by the Company.

CHANGE IN DIRECTORS AND SENIOR MANAGEMENT DURING THE REPORTING PERIOD
UNDER RULE 13.51B(1) OF THE LISTING RULES

(i) Change in Directors and Composition of Board Committees

During the Reporting Period, there were no changes in Directors and composition of Board
Committees.

(ii) Change in Biographies of Directors
During the Reporting Period, there were no changes in Biographies of Directors.
(iii) Change in Senior Management
During the Reporting Period, there were no changes in Senior Management.
During the Reporting Period, there was no change in the employees and remuneration policies
of the Company. A review of the employees and remuneration policies of the Group during

the Reporting Period is set out in “Management Discussion and Analysis — Il. Financial Review —
Employees and Remuneration Policies” in this report.

CARSGEN THERAPEUTICS HOLDINGS LIMITED
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XIl. ISSUANCE OF SHARES AND UTILIZATION OF PROCEEDS

The shares of the Company were listed on the Stock Exchange on June 18, 2021. The Company
obtained net proceeds from the global offering amounting to approximately HK$3,008 million.

As of June 30, 2021, the Group had not utilized any of the net proceeds from the Global Offering. As
stated in the Prospectus, the intended uses of the net proceeds from the initial global offering are set

out below:
Amount of
Percentage  net proceeds
of total net for the
proceeds relevant use Amount of
(in the same (in the same  Actual amount proceeds
proportion as  proportion as of proceeds unutilized
stated in the  stated in the utilized as of as of
Use of proceeds Prospectus) Prospectus  June 30,2021  June 30, 2021

(%)  (HKD million)  (HKD million)  (HKD million)

(i) For further development of our Core Product

Candidate, BCMA CAR-T (CT053) 30 902.4 0 902.4
(a) the clinical and regulatory costs of CT053 in the

Asia-Pacific region 4 120.32 0 120.32
(b) the clinical and regulatory costs of CT053 in the

United States 16 481.28 0 481.28
(c) the clinical and regulatory costs of CT053 in

Europe 10 300.8 0 300.8

(i) ongoing and planned research and development

of our other pipeline product candidates 31 932.48 0 932.48
(a) ongoing research and development of CT041 17 511.36 0 511.36
(b) ongoing research and development of CTO11 9 270.72 0 270.72
(c) developing other pipeline products 5 1504 0 150.4

(iii) developing full-scale manufacturing and
commercialization capabilities 20 601.6 0 601.6
(a) further expanding our Jinshan manufacturing
facility and constructing commercial

manufacturing facilities in the United States 11 330.88 0 330.88
a. the expansion of the Jinshan manufacturing
facility 6 180.48 0 180.48

b.  the construction of commercial
manufacturing facilities with a total GFA of
approximately 10,000 sq.m in the

United States 5 150.4 0 150.4
(b) building up a dedicated sales and
marketing team 9 270.72 0 270.72
(iv) continued upgrading of CAR-T technologies and
early-stage research and development activities 10 300.8 0 300.8

(v) working capital and other general corporate
purposes 9 270.72 0 270.72

TOTAL 100 3,008 0 3,008
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For the period from the Listing Date up to the date of this report, the Company has not utilized any of the
net proceeds raised from the global offering.

Regarding the net proceeds that had not been utilized as of June 30, 2021, the Company intends to
use them in the same manner and proportions as stated in the Prospectus. The unutilized amount of net
proceeds is expected to be used by 2023.

Saved as disclosed above, we did not have any other issuance of shares for the period from the Listing Date
up to the date of this report.

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND DISPOSALS

As at June 30, 2021, we did not hold any significant investments. During the six months ended June 30,
2021, we did not have material acquisitions or disposals of subsidiaries, associates and joint ventures.

EVENTS AFTER THE END OF THE REPORTING PERIOD

Reference is made to the announcement (the “Announcement”) of the Company dated July 22, 2021 in
relation to (i) the grant of 730,578 options to 48 option grantees pursuant to the Post-IPO Share Option
Scheme; (ii) the grant of 1,600,867 RSUs to 115 grantees pursuant to the Post-IPO RSU Scheme; and (iii) the
grant of 16,000 RSUs to the Connected Grantee pursuant to the 2019 Equity Incentive Plan. Due to internal
administrative considerations, on August 23, 2021, the grant referred to in (ii) above pursuant to the Post-
IPO RSU Scheme has been modified to a grant of the same number of RSUs to the same grantees under the
2019 Equity Incentive Plan.

Unless otherwise indicated, capitalized terms used in this sub-section shall have the same meanings as those
defined in the Announcement.

Except as disclosed above, the Company is not aware of any material subsequent events after the end of the
Reporting Period which requires disclosure in this report.

CARSGEN THERAPEUTICS HOLDINGS LIMITED



Report On Review of Interim Financial Information
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TO THE BOARD OF DIRECTORS OF CARSGEN THERAPEUTICS HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)
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=
.
[

INTRODUCTION

We have reviewed the interim financial information set out on pages 48 to 79, which comprises the interim
condensed consolidated statement of financial position of CARsgen Therapeutics Holdings Limited (the
“Company”) and its subsidiaries (together, the “Group”) as at June 30, 2021 and the interim condensed
consolidated statement of comprehensive income, the interim condensed consolidated statement of changes
in equity and the interim condensed consolidated statement of cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited require the preparation of a report
on interim financial information to be in compliance with the relevant provisions thereof and International
Accounting Standard 34 “Interim Financial Reporting”. The directors of the Company are responsible for
the preparation and presentation of this interim financial information in accordance with International
Accounting Standard 34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on
this interim financial information based on our review and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of
interim financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the interim financial
information of the Group is not prepared, in all material respects, in accordance with International
Accounting Standard 34 “Interim Financial Reporting”.

OTHER MATTER

The comparative information for the interim condensed consolidated statement of financial position is based
on the audited financial statements as at December 31, 2020. The comparative information for the interim
condensed consolidated statements of comprehensive loss, changes in equity and cash flows, and related
explanatory notes, for the six months ended June 30, 2021 has not been audited or reviewed.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong

August 23, 2021

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Condensed Consolidated Statement of Comprehensive Income

For the six months ended June 30, 2021

Six months ended June 30,

2021 2020
Note RMB’000 RMB’000
(Unaudited) (Unaudited)
Administrative expenses 8 (64,106) (20,796)
Research and development expenses 8 (175,707) (125,093)
Other income 6 4,272 337
Other gains/(losses) — net 7 1,282 (43)
Operating loss (234,259) (145,595)
Finance costs — net 9 (4,015) (6,997)
Fair value changes in financial instruments
issued to investors 27 (4,155,572) (388,250)
Loss before income tax (4,393,846) (540,842)
Income tax expense 10 - -
Loss for the periods and attribute to the equity holders
of the Company (4,393,846) (540,842)
Other comprehensive income/(loss) for the periods:
Items that may be reclassified to profit or loss
Exchange differences on translation of subsidiaries 6,029 (7,723)
Items that will not be reclassified to profit or loss
Exchange differences on translation of the Company 50,756 (11,234)
Fair value changes relating to financial instruments issued
to investors due to the Company’s own credit risk (25,093) (7,063)
Other comprehensive income/(loss) for the period,
net of tax 31,692 (26,020)
Total comprehensive loss for the periods and attribute
to the equity holders of the Company (4,362,154) (566,862)
Loss per share for the loss attributable to owners
of the Company
Basic and diluted loss per share (in RMB) 11 (19.68) (2.73)

The above condensed consolidated statement of comprehensive income should be read in conjunction with
the accompanying notes.
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Condensed Consolidated Statement of Financial Position

As at June 30, 2021

As at As at
TRl December 31,
2021 2020
Note RMB’000 RMB’000
(Unaudited) (Audited)
ASSETS
Non-current assets
Property, plant and equipment 12 153,327 129,630
Right-of-use assets 13 129,916 27,139
Intangible assets 14 21,849 23,521
Other non-current assets and prepayments 15 14,828 17,766
319,920 198,056
Current assets
Other receivables 16 8,241 2,418
Other current assets and prepayments 17 20,130 10,408
Term deposits with original maturity between three and
twelve months 18 1,558,176 -
Cash and cash equivalents 18 1,895,475 1,042,969
3,482,022 1,055,795
Total assets 3,801,942 1,253,851
EQUITY AND LIABILITIES
Equity attributable to the equity holders of the Company
Share capital 20 1 -
Reserves 23 3,381,861 (1,676,128)
Total equity (deficit) 3,381,862 (1,676,128)
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Condensed Consolidated Statement of Financial Position

As at June 30, 2021

As at As at
VB8 December 31,
2021 2020
Note RMB’000 RMB’000
(Unaudited) (Audited)
LIABILITIES
Non-current liabilities
Financial instruments issued to investors 27 - 2,745,584
Borrowings 24 9,709 11,981
Lease liabilities 25 111,849 14,016
Deferred income 26 11,741 13,167
133,299 2,784,748
Current liabilities
Lease liabilities 25 11,463 5,890
Accruals and other payables 28 104,242 67,379
Deferred income 26 3,591 3,591
Borrowings 24 167,485 68,371
286,781 145,231
Total liabilities 420,080 2,929,979
Total equity and liabilities 3,801,942 1,253,851

The above condensed consolidated statement of financial position should be read in conjunction with the
accompanying notes.
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Condensed Consolidated Statement of Changes in Equity

For the six months ended June 30, 2021

Attributable to equity holders of the Company

Share Other Accumulated
capital Reserves losses Total
Note RMB’000 RMB’000 RMB’000 RMB’000
(Note 23)

(Unaudited)
Balance at January 1, 2020 - 26,150 (758,754) (732,604)
Loss for the period - - (540,842) (540,842)
Other comprehensive loss 23 - (26,020) - (26,020)
Total comprehensive loss - (26,020) (540,842) (566,862)

Transactions with owners

Share-based compensation 21 - 2,810 - 2,810
Total transactions with owners - 2,810 - 2,810
Balance at June 30, 2020 - 2,940 (1,299,596) (1,296,656)
(Unaudited)

Balance at January 1, 2021 - 146,675 (1,822,803) (1,676,128)
Loss for the period - - (4,393,846) (4,393,846)
Other comprehensive income 23 - 31,692 - 31,692
Total comprehensive loss - 31,692 (4,393,846) (4,362,154)

Transactions with owners
Share-based compensation 21 - 1,446 - 1,446
Conversion of Preferred Shares

to Common Shares upon

Global Offering 20 1 6,913,526 17,438 6,930,965
Gross proceeds from

Global Offering 20 - 2,576,082 - 2,576,082
Listing fees through equity 20 - (88,349) - (88,349)
Total transactions with owners 1 9,402,705 17,438 9,420,144
Balance at June 30, 2021 1 9,581,072 (6,199,211) 3,381,862

The above condensed consolidated statement of changes in equity should be read in conjunction with the
accompanying notes.
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Condensed Consolidated Statement of Cash Flows

For the six months ended June 30, 2021

Note

Cash flows from operating activities

Six months ended June 30,

2021

RMB’000
(Unaudited)

2020
RMB’000

(Unaudited)

Cash used in operations (187,546) (130,401)
Interest received 6 1,938 50
Net cash used in operating activities (185,608) (130,351)
Cash flows from investing activities
Payments for acquisition of property, plant and equipment (31,755) (11,347)
Payments for term deposits with original maturity between

three and twelve months 18 (1,558,176) -
Payment for acquisition of intangible assets 14 (1,216) (790)
Net cash used in investing activities (1,591,147) (12,137)
Cash flows from financing activities
Proceeds from loans with conversion option 9 - 95,000
Injection of cash to the Company by investors with proceeds

from repayment of convertible loans - 27,625
Repayment of convertible loans - (27,625)
Proceeds from issuance of ordinary shares 20 2,576,082 -
Proceeds from issuance of financial instruments to investors 27 64,900 -
Principal element of lease payments (6,721) (1,107)
Interest paid for lease liabilities (877) (147)
Proceeds from bank borrowings 145,000 9,808
Repayments of bank borrowings (48,158) (22,049)
Interest paid for bank borrowings (3,006) (285)
Payment for listing expenses through equity (86,540) -
Net cash generated from financing activities 2,640,680 81,220
Net increase/(decrease) in cash and cash equivalents 863,925 (61,268)
Cash and cash equivalents at beginning of the period 18 1,042,969 96,476
Exchange (loss)/gain on cash and cash equivalents (11,419) 525
Cash and cash equivalents at end of the period 18 1,895,475 35,733

The above condensed consolidated statement of cash flows should be read in conjunction with the

accompanying notes.
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Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

GENERAL INFORMATION

CARsgen Therapeutics Holdings Limited (hereinafter the “Company”) was incorporated under the law
of Cayman Islands as a limited liability company on 9 February 2018. The address of the Company’s
registered office is P.O. Box 31119 Grand Pavilion, Hibiscus Way, 802 West Bay Road, Grand Cayman,
KY1 - 1205 Cayman Islands.

The Company is an investment holding company. The Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) are a global clinical-stage biopharmaceutical company
discovering, researching and developing cell therapies in the People’'s Republic of China (the "PRC")
and United States of America (the “US").

The Company’s shares began to list on the Main Board of The Stock Exchange of Hong Kong Limited
(the "Stock Exchange”) on June 18, 2021 (the “Listing”).

The condensed consolidated interim financial information are presented in thousands of Renminbi
("RMB"), unless otherwise stated, and were approved and authorized for issue by the board of directors
of the Company on August 23, 2021.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial information for the six months ended June
30, 2021 has been prepared in accordance with International Accounting Standard (“IAS”) 34 “Interim
Financial Reporting”. The unaudited condensed consolidated interim financial information should be
read in conjunction with the Company’s consolidated financial statements for the year ended December
31, 2020 and 2019 (“2020 and 2019 Consolidated Financial Statements”) included in appendix I,
Accountant’s Report to the prospectus issued by the Company on June 7, 2021 ("“Prospectus”), which
have been prepared in accordance with International Financial Reporting Standards (“IFRSs™).

Except for the newly effective standards, amendments and interpretations that became applicable
to the Group first time in the six months ended June 30, 2021, the accounting policies applied
are consistent with those of the 2020 and 2019 Consolidated Financial Statements, as set out the

Accountant’s Report as Appendix 1 to the Prospectus of the Company.

Taxes on income in the interim periods are accrued using the tax rate that would be applicable to
expected total annual earnings.

2.1. New standards, amendments and interpretation adopted by the Group

The following amendments to standards have been adopted by the Group for the financial period
beginning on January 1, 2021:

Amendments to IFRS9, IAS39, IFRS7, IFRS4 and IFRS16 Interest Rate Benchmark Reform-phase 2
The adoption of these standards and the new accounting policies disclosed did not have

any significant impact on the Group's accounting policies and did not require retrospective
adjustment.
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Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

2. BASIS OF PREPARATION (continued)
2.2. New standards, amendments and interpretation not yet adopted

The following new standards and amendments to existing standards have been issued but are
not yet effective for the annual period after January 1, 2021 and which the Group has not early

adopted.
Effective for
annual periods
beginning on
Standards Key requirements or after
IFRS 17 Insurance Contracts January 1, 2023
Amendments to IFRS 17 January 1, 2023
Amendments to IAS 1 Classification of Liabilities as Current or January 1, 2023
Non-current
Amendments to IAS 16 Property, plant and equipment: Proceeds January 1, 2022
before intended use
Amendments to IAS 37 Onerous contract — cost of fulfilling a contract ~ January 1, 2022
Annual improvements Annual improvements to IFRS standards January 1, 2022
2018-2020
Amendments to IFRS 10 Sale or contribution of assets between an To be determined
and IAS 28 investor and its associate or joint venture
Amendments to IFRS 3 Reference to the Conceptual Framework January 1, 2022
Amendments to IAS 1 and Disclosure of Accounting Policies January 1, 2023
IFRS Practice Statement 2
Amendments to IAS 8 Definition of Accounting Estimates January 1, 2023

The Group has already commenced an assessment of the impact of these new or revised standards
and amendments, certain of which are relevant to the Group’s operations. According to the
preliminary assessment made by the directors, these standards and amendments are not expected
to have a significant impact on the Group’s financial performance and position.

3. ESTIMATION

The preparation of condensed consolidated interim financial information requires management to
make judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expenses. Actual results may differ from these
estimates

In preparing this condensed consolidated interim financial information, the significant judgements
made by management in applying the Group's accounting policies and the key sources of estimation
uncertainty were the same as those that applied to those of the annual financial statements for the
years ended December 31, 2020 and 2019, as described in those annual financial statements set out
in the Accountant's Report as Appendix | to the Prospectus of the Company except the additional
significant accounting estimation as disclosed below: during the six months ended June 30, 2021,
CARsgen Therapeutics Co., Ltd. (“CARsgen Therapeutics”) and CARsgen Life Sciences Co., Ltd.
transferred certain of their intellectual property rights to a newly set up subsidiary of the Company,
CAFA Therapeutics Limited, a corporation organized under the law of the Republic of Ireland. The
Group engaged an independent valuer to assess the fair value of these intellectual property rights and
determined the transfer price based on the valuation result. Valuation of the intellectual property rights
involves significant estimates and are based on a number of factors, such as selection of valuation
method, the costs involved to develop the intellectual property rights, reasonable profit margins, etc.
If the fair value of these intellectual property rights differs significantly from the valuation result, the
Group may need accrue and pay income tax in the People’s Republic of China.
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Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

4. FINANCIAL RISK MANAGEMENT

4.1.

4.2.

Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk, cashflow and fair value interest rate risk), credit risk and liquidity risk. The Group’s
overall risk management program focuses on the unpredictability of financial markets and seeks to
minimize potential adverse effects on the Group's financial performance.

The condensed consolidated interim financial information do not include all financial risk
management information and disclosures required in the 2020 and 2019 Consolidated Financial
Statements, and should be read in conjunction with them as set out in the Accountant’s Report as
Appendix | to the Prospectus of the Company.

There have been no changes in the risk management policies since December 31, 2020.
Liquidity risk

The Group aims to maintain sufficient cash and cash equivalents. Due to the dynamic nature of
the underlying business, the policy of the Group is to regularly monitor the Group’s liquidity risk
and to maintain adequate cash and cash equivalents or adjust financing arrangements to meet the
Group's liquidity requirements.

The table below analyses the Group’s non-derivative financial liabilities that will be settled into
relevant maturity grouping based on the remaining period at each balance sheet date to the
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted
cash flows.

Less than Between Between Over
1year 1and 2 years2 and 5 years 5 years Total
RMB'000 RMB'000 RMB’000 RMB'000 RMB’000

As at June 30, 2021 (Unaudited)

Accruals and other payables 81,146 - - - 81,146
Borrowings 174,168 5,142 5,151 - 184,461
Lease liabilities 14,272 21,529 62,326 46,737 144,864
Total 269,586 26,671 67,477 46,737 410,471

As at December 31, 2020 (Audited)

Accruals and other payables 44,749 - - - 44,749
Borrowings 70,448 5,143 8,999 - 84,590
Lease liabilities 6,610 4,894 10,449 - 21,953
Financial instruments issued to

investors - - 1,832,617 - 1,832,617
Total 121,807 10,037 1,852,065 - 1,983,909
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Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

4.

FINANCIAL RISK MANAGEMENT (continued)

4.3.

4.4,

Capital management

The Group’s objectives of managing capital are to safeguard the Group’'s ability to continue as a
going concern in order to provide returns for equity holders and benefits for other stakeholders
and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may return capital to equity
holders, issue new shares, make borrowings or sell assets to reduce debt.

The Group monitors capital (including share capital and reserves, and Preferred Shares on an
as-if-converted basis) by regularly reviewing the capital structure. As a part of this review, the
Company considers the cost of capital and the risks associated with the issued share capital. In
the opinion of the directors of the Company, the Group's capital risk is low.

Fair value estimation

This section explains the judgements and estimates made in determining the fair values of the
financial instruments that are recognized and measured at fair value in the financial information.
To provide an indication about the reliability of the inputs used in determining fair value, the
Group has classified its financial instruments into the three levels prescribed under the accounting
standards.

Level 1: The fair value of financial instruments traded in active markets (such as trading and
available-for-sale securities) is based on quoted market prices at the end of the reporting period.
The quoted market price used for financial assets held by the Group is the current bid price.

Level 2: The fair value of financial instruments that are not traded in an active market is
determined using valuation techniques which maximize the use of observable market data and rely
as little as possible on entity-specific estimates. If all significant inputs required to fair value an
instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the
instrument is included in level 3.
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For the six months ended June 30, 2021

4 FINANCIAL RISK MANAGEMENT (continued)
4.4 Fair value estimation (continued)

The following table presents the Group’s liabilities that are measured at fair value at June 30,
2021:

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000

Liabilities
Financial instruments issued to investors - - - =

The following table presents the Group’s liabilities that are measured at fair value at December

31, 2020:
Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’'000
Liabilities
Financial instruments issued to investors - - 2,745,584 2,745,584

There were no transfers between levels 1, 2 and 3 for recurring fair value measurements for the
six months ended June 30, 2021.

Specific valuation techniques used to value financial instruments include Binomial option-pricing
model or discounted cash flow analysis.

There were no changes in valuation techniques for the six months ended June 30, 2021.

5. SEGMENT INFORMATION

The Group's business activities are regularly reviewed and evaluated by the chief operating
decision-makers. The chief operating decision-makers, who is responsible for allocating resources and
assessing performance of the operating segment, has been identified as the executive directors of the
Group.

As a result of this evaluation, the executive directors of the Group consider that the Group’s operations

are operated and managed as a single operating segment. Since this is the only reportable operating
segment of the Group, no further operating segment analysis thereof is presented.
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For the six months ended June 30, 2021

6. OTHER INCOME

Six months ended June 30,

2021 2020

RMB’000 RMB'000

(Unaudited) (Unaudited)

Government grants 2,334 287
Interest income on bank deposit 1,938 50
Total 4,272 337

7. OTHER GAINS/(LOSSES) — NET

Six months ended June 30,

2021 2020

RMB’000 RMB’000

(Unaudited) (Unaudited)

Net foreign exchange gains — net 1,476 1
Others (194) (44)
Total 1,282 (43)

8. EXPENSE BY NATURE

Six months ended June 30,

2021 2020

RMB’000 RMB’000

(Unaudited) (Unaudited)

Employee benefit expenses 88,214 46,717
Testing and clinical expenses 61,697 57,427
Listing expenses through profit & loss 26,580 -
Research and development consumables 23,988 10,395
Depreciation of property, plant and equipment (Note 12) 13,020 13,244
Utilities 2,139 3,130
Depreciation of right-of-use assets (Note 13) 7,350 3,494
Amortization of intangible assets (Note 14) 2,888 2,906
Professional service fees 5,809 2,196
Office expenses 2,957 1,306
Auditors’ remuneration 1,102 300
— Audit service 1,102 300

— Non-audit service - -
Travelling and transportation expenses 1,301 831
Short term lease and low value lease expenses 317 227
Other expenses 2,451 3,716
Total 239,813 145,889
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10.

Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

FINANCE COSTS - NET

Six months ended June 30,
2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)

Finance costs

Interest expense on lease liabilities (Note 25) 927 189
Interest expense on loans with conversion option (Note) - 4,497
Interest expense on bank borrowings 3,088 2,311
Total finance costs 4,015 6,997

Note: During the six months ended at June 30, 2020, the Group borrowed RMB95 million from investors, RMB68 million of which are

from the then existing preference share investors of CARsgen Therapeutics (Note 30) and RMB27 million of which are from third
parties. The loans bear interest at 24% per annum. The lenders were entitled with the right to convert their lending into preferred
share of the Company within a certain period of time if the Company had completed Series C Financing but failed to repay the
borrowing before a specified date. Fair value of such conversion right is not significant. The total fair value of the loans and the
attached conversion rights approximates the nominal amount of the loans at transaction date. The Group repaid such borrowings in
2020.

INCOME TAX EXPENSE

Current 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 operated.

(a)

(b)

Cayman Islands income tax

The Company was incorporated in the Cayman Islands as an exempted company with limited
liability under the Companies Law of the Cayman Islands and accordingly, is exempted from
Cayman Islands income tax.

Hong Kong income tax

No provision for Hong Kong profits tax has been provided for at the rate of 16.5% as the
Company has no estimated assessable profit.
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For the six months ended June 30, 2021

10.

INCOME TAX EXPENSE (continued)

Current income tax (continued)

(c)

(d)

(e)

(f)

Mainland China corporate income tax

Subsidiaries in Mainland China are subject to income tax at a rate of 25% pursuant to the
Corporate Income Tax Law of the PRC and the respective regulations (the “CIT Law"”), with the
exception of CARsgen Therapeutics obtained its High and New Technology Enterprises status
in year 2020 and hence is entitled to a preferential tax rate of 15% for a three-year period
commencing 2020.

No provision for Mainland China corporate income tax was provided for, as there’s no assessable
profit.

The US corporate income tax

CARsgen USA, which was incorporated in Delaware, the United States on May 4, 2016, was
subject to statutory U.S. Federal corporate income tax at a rate of 21% for the six months ended
June 30, 2021 and 2020. CARsgen USA was also subject to the state income tax in Delaware, at a
rate of 8.7%, during for the six months ended June 30, 2021 and 2020.

No provision for US corporate income tax was provided for as there’s no assessable profit.

British Virgin Islands income tax

Under the current laws of BVI, the subsidiary incorporated in BVI is not subject to tax on income
or capital gains. In addition, upon payments of dividends by our BVI subsidiaries to us, no BVI
withholding tax is imposed.

Ireland’s corporation income tax

The subsidiary in Ireland is subject to income tax at a rate of 12.5% on the estimated assessable

income. No provision for Ireland income tax has been provided as the subsidiary has no estimated
assessable profit.
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For the six months ended June 30, 2021

11. LOSS PER SHARE

(a)

(b)

Basic loss per share
Basic loss per share is calculated by dividing the loss of the Group attributable to the equity
holders of the Company by weighted average number of ordinary shares outstanding during the

periods.

Six months ended June 30,

2021 2020
(Unaudited) (Unaudited)

Loss attributable to the ordinary equity holders of

the company (RMB’'000) (4,393,846) (540,842)
Weighted average number of ordinary shares in issue

(in thousand) (Note 20) 223,248 198,140
Basic loss per share (RMB) (19.68) (2.73)

The weighted average number of ordinary shares for the six months ended June 30, 2020 for the
purpose of calculating the basic loss per share had been adjusted to account for the effect of the
share subdivision of the capital of the Company (Note 20) and the issuance of 2,476,745 ordinary
shares without a corresponding change in resources (Note 20).

Diluted loss per share

Diluted loss per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. For the six months
ended June 30, 2021 and 2020, the Company had three categories of potential ordinary shares
including: loans with conversion option (Note 9), financial instruments issued to investors (Note
27) and share-based payments (Note 21). As the Group incurred losses for the six months ended
June 30, 2021 and 2020, the potential ordinary shares were not included in the calculation of
diluted loss per share as their inclusion would be anti-dilutive. Accordingly, diluted loss per share
for the six months ended June 30, 2021 and 2020 are the same as basic loss per share of the
respective periods.
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12. PROPERTY, PLANT AND EQUIPMENT

Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

Electronic Leasehold  Construction
Building  Equipment  equipment  Furniture Vehicle Fixture Improvements in progress Total
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000  RMB'000
(Unaudited)
As at January 1, 2020
Cost 36,823 89,405 3,772 1,894 741 37,217 3,017 1,841 174,710
Accumulated depreciation - (16,938) (1,402) (916) (527) - (1,283) - (21,066)
Net book amount 36,823 72,467 2,370 978 214 37,217 1,734 1,841 153,644
Six months ended
June 30, 2020
Opening net book amount 36,823 72,467 2,370 978 214 37,217 1,734 1,841 153,644
Additions - m - 101 - - - 619 1,491
Completion of construction in
progress - 449 228 - - 87 - (764) -
Disposals - - (1) = = = - - (1)
Depreciation charges (920) (7,127) (544) (188) (83) (3,750) (632) - (13,244)
Closing net book amount 35,903 66,560 2,053 891 131 33,554 1,102 1,696 141,890
As at June 30, 2020
Cost 36,823 90,625 3,999 1,995 741 37,304 3,017 1,696 176,200
Accumulated depreciation (920) (24,065) (1,946) (1,104) (610) (3,750) (1,915) - (34,310)
Net book amount 35,903 66,560 2,053 891 131 33,554 1,102 1,696 141,890
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For the six months ended June 30, 2021

12. PROPERTY, PLANT AND EQUIPMENT (continued)

Electronic Leasehold Construction

Building Equipment equipment Furniture  Vehicle  Fixture Improvements in progress Total
RMB'000 RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000

(Unaudited)

As at 1 January 2021

Cost 36,823 93,106 4,347 1,995 M 37,304 3,017 - 1771333
Accumulated depreciation (1,841)  (31,858) (2,258)  (1,233) (618)  (7.472) (2,423) - (47,703)
Net book amount 34,982 61,248 2,089 762 123 29,832 594 - 129,630

Six months ended

June 30, 2021
Opening net book amount 34,982 61,248 2,089 762 123 29,832 5% - 129,630
Additions - 4,485 1,287 480 - - 2,700 27,854 36,806
Completion of construction

in progress - - - - - - 858 (858) -
Disposals - - 3) (86) = = - - (89)
Depreciation charges (947) (6,950) (624) (122) (15) (3,730) (632) - (13,020)
Closing net book amount 34,035 58,783 2,749 1,034 108 26,102 3,520 26,996 153,327
As at June 30, 2021
Cost 36,823 97,591 5,631 2,389 M 37,304 6,575 26,996 214,050
Accumulated depreciation (2,788)  (38,808) (2,882)  (1,355) (633) (11,202) (3,055) - (60,723)
Net book amount 34,035 58,783 2,749 1,034 108 26,102 3,520 26,996 153,327

As at June 30, 2021 and December 31, 2020, the Group’s building with carrying values of
RMB34,035,000 and RMB34,982,000 respectively were pledged for certain of the Group’s borrowings
(Note 24).
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For the six months ended June 30, 2021

12. PROPERTY, PLANT AND EQUIPMENT (continued)

In 2019, the Group acquired building and land use right (Note 13) with total cost of RMB43,921,000
from a third-party seller. According to the agreement entered into by the Group and the local
authorities, the third party seller or its designated entity has the right to repurchase the building and
the land use right from the Group if the Company’s subsidiary holding the building and the land use
right failed to meet the minimum RMB8 million annual tax payment requirement from the third year
of commencement of production. Total carrying amount of such building and land use right was
RMB40,899,000 and RMB41,924,000 respectively as at June 30, 2021 and December 31, 2020.

Depreciation of the Group charged to profit or loss is analyzed as follows:

Six months ended June 30,

2021 2020

RMB’000 RMB'000

(Unaudited) (Unaudited)

Administrative expenses 4,585 4,646
Research and development expenses 8,435 8,598
Total 13,020 13,244
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For the six months ended June 30, 2021

13. RIGHT-OF-USE ASSETS

The Group leases land, offices and dormitory for its own use. Information about leases for which the

Group is a lessee is presented below:

Land use Offices and
right dormitory Total

RMB’000 RMB’000 RMB’000
(Unaudited)
As at January 1, 2020
Cost 7,098 17,697 24,795
Accumulated depreciation - (6,772) (6,772)
Net book amount 7,098 10,925 18,023
Six months ended June 30, 2020
Opening net book amount 7,098 10,925 18,023
Additions - 2,393 2,393
Depreciation charge (78) (3,416) (3,494)
Closing net book amount 7,020 9,902 16,922
As at June 30, 2020
Cost 7,098 20,090 27,188
Accumulated depreciation (78) (10,188) (10,266)
Net book amount 7,020 9,902 16,922
(Unaudited)
As at January 1, 2021
Cost 7,098 34,272 41,370
Accumulated depreciation (156) (14,075) (14,231)
Net book amount 6,942 20,197 27,139
Six months ended June 30, 2021
Opening net book amount 6,942 20,197 27,139
Additions - 110,127 110,127
Depreciation charge (78) (7,272) (7,350)
Closing net book amount 6,864 123,052 129,916
As at June 30, 2021
Cost 7,098 144,399 151,497
Accumulated depreciation (234) (21,347) (21,581)
Net book amount 6,864 123,052 129,916

As at June 30, 2021 and December 31, 2020, the Group's land use right with carrying values of
RMB6,864,000 and RMB6,942,000 respectively was pledged as collateral for the Group’s borrowings

(Note 24).
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INTANGIBLE ASSETS

Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

Computer

software Patents Total

RMB’000 RMB’000 RMB’000
(Unaudited)
As at January 1, 2020
Cost 1,137 54,800 55,937
Accumulated amortization (166) (27,400) (27,566)
Net book amount 971 27,400 28,371
Six months ended June 30, 2020
Opening net book amount 971 27,400 28,371
Additions 790 - 790
Amortization charges (166) (2,740) (2,906)
Closing net book amount 1,595 24,660 26,255
As at June 30, 2020
Cost 1,927 54,800 56,727
Accumulated amortization (332) (30,140) (30,472)
Net book amount 1,595 24,660 26,255
(Unaudited)
As at January 1, 2021
Cost 2,145 54,800 56,945
Accumulated amortization (544) (32,880) (33,424)
Net book amount 1,601 21,920 23,521
Six months ended June 30, 2021
Opening net book amount 1,601 21,920 23,521
Additions 1,216 - 1,216
Amortization charges (148) (2,740) (2,888)
Closing net book amount 2,669 19,180 21,849
As at June 30, 2021
Cost 3,361 54,800 58,161
Accumulated amortization (692) (35,620) (36,312)
Net book amount 2,669 19,180 21,849
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14. INTANGIBLE ASSETS (continued)

Amortization of intangible assets has been charged to the consolidated statements of comprehensive

loss as follows:

Six months ended June 30,

2021 2020

RMB’000 RMB’000

(Unaudited) (Unaudited)

Administrative expenses 248 138

Research and development Expenses 2,640 2,768

Total 2,888 2,906
15. OTHER NON-CURRENT ASSETS AND PREPAYMENT

As at As at

June 30, December 31,

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

Value-added tax recoverable (Note) 10,470 9,338

Prepayments for purchase of property, plant and equipment 4,358 8,428

Total 14,828 17,766

Note: Value added tax recoverable are mainly input VAT on acquisition of property, plant and equipment and the research and

development expenses. According to Announcement of the General Administration of Taxation and Customs of the Ministry of

Finance on Policies for Deepening the Reform of Value-Added Tax (Announcement of the General Administration of Taxation and
Customs of the Ministry of Finance, (2019) No. 39), entities with value added tax recoverable balance can, starting from 1 April
2019, apply for 60% refund on a semi-annual basis. Value added tax recoverable which are expected to be recovered within 12

months were recorded as other current assets and prepayments, and those which are expected to be recovered after 12 months

were recorded as other non-current assets.
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For the six months ended June 30, 2021

16. OTHER RECEIVABLES

As at As at

June 30, December 31,

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Deposits 7,747 1,813
Others 494 605
Total 8,241 2,418

None of the above assets is past due. The financial assets included in the above balances related
to deposits and others for which there was no history of default and the expected credit losses are

considered minimal.

The maximum exposure to credit risk at the reporting date is the carrying value of receivables

mentioned above.
The carrying amounts of the Group’s other receivables approximate their fair values.

17. OTHER CURRENT ASSETS AND PREPAYMENT

As at As at

June 30, December 31,

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Prepayments for listing expenses - 979
Prepayments to suppliers 8,883 4,124
Value-added tax recoverable (Note 15) 11,247 5,305
Total 20,130 10,408
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18. CASH AND CASH EQUIVALENTS AND TERM DEPOSITS WITH ORIGINAL MATURITY

BETWEEN THREE AND TWELVE MONTHS

As at As at
June 30, December 31,
2021 2020
RMB’000 RMB’'000
(Unaudited) (Audited)
Cash at banks
- RMB 77,044 121,393
— HKD 4 -
- Usb 1,818,427 921,576
Total 1,895,475 1,042,969
Term deposits with original maturity between three
and twelve months — USD 1,558,176 -
The carrying amount of cash and cash equivalents approximates their fair value.
19. FINANCIAL INSTRUMENTS BY CATEGORY
As at As at
June 30, December 31,
2021 2020
RMB’000 RMB’'000
(Unaudited) (Audited)
Financial assets at amortized costs:
— Other receivables 8,241 2,418
— Cash and cash equivalents 1,895,475 1,042,969
— Term deposits with original maturity between three
and twelve months 1,558,876 -
Total 3,462,592 1,045,387
As at As at
June 30, December 31,
2021 2020
RMB’000 RMB’'000
(Unaudited) (Audited)
Liabilities
Financial liabilities at fair value:
— Financial instruments issued to investors - 2,745,584
Financial liabilities at amortized costs:
— Borrowings-current 167,485 68,371
— Borrowings-non-current 9,709 11,981
— Accruals and other payables (excluding staff salaries and
welfare payables, and other tax) 81,146 44,749
— Lease liabilities-current 11,463 5,890
— Lease liabilities-non-current 111,849 14,016
Total 381,652 2,890,591
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For the six months ended June 30, 2021

20. SHARE CAPITAL

70

Authorized:
Number Nominal value RMB equivalent
of shares of shares value
In thousands usb RMB’000
As at January 1, 2020 and June 30, 2020 50,000,000 50,000 349
As at January 1, 2021 and June 30, 2021 (Note (a)) 200,000,000 50,000 349
Issued and fully paid:
Number of

ordinary shares at
USD0.00000025 RMB equivalent

par value value

In thousands RMB’000

As at January 1, 2021 198,140 —*

Issue of shares held in trust (Note (b)) 19,623 —*
Conversion of Preferred Shares to Common Shares upon

Global Offering (Note (c)) 254,837
Issue of shares by Global Offering (Note (d)) 94,747 —*
As at June 30, 2021 567,347 1

* The amounts are less than RMB1,000.

Note (a):

Note (b):

Note (c):

Note (d):

On September 11, 2020, the Company issued 2,476,745 ordinary shares to YIJIE Biotech (BVI) at par value of USD0.000001.

On September 11, 2020, the Company underwent a subdivision of shares whereby the Company’s authorized share capital
of USD50,000 was amended by re-designation from 50,000,000,000 ordinary shares at USD0.000001 par value each into
200,000,000,000 ordinary shares at USD0.00000025 par value each. Accordingly, the issued 49,534,884 shares were divided
into 198,139,536 shares.

On May 11, 2021, the Company allotted and issued 12,497,947 Shares to Carfa Unity Limited and 7,125,575 Shares to Carfe
Unity Limited, both of which were wholly-owned by the 2019 Equity Incentive Plan Trustee. Such Shares are to be held in trust
by the 2019 Equity Incentive Plan Trustee to facilitate the transfer of Shares to the grantees upon vesting of the relevant Share
Options and Share Awards. The Shares of the Company held in Carfa Unity Limited and Carfe Unity Limited were accounted as”
Reserve-Treasury shares held in trust”.

All 254,836,638 preferred shares were automatically converted into ordinary shares at HK$32.8 per share upon the completion
of Global Offering. The difference between HK$32.8 and the par value of each share were capitalized as “Reserve-Share
premium”. In addition, the cumulative fair value changes due to credit risk related to the preferred shares were transferred from
other reserve to accumulated losses on the same date.

In connection with the Company's listing, 94,747,000 ordinary shares of the Company at US$0.00000025 par value each were
issued at HK$32.8 per share for a total cash consideration of HK$3,107,701,000 (equivalent to RMB2,576,082,000) on June 18,
2021. Netting off underwriting commissions and other issuance costs through equity with the amount of RMB88,349,000, the
Group received RMB2,487,733,000. Excluding the par value, the amount was recorded as “Reserve-Share premium”.
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Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

21. SHARE-BASED PAYMENTS

Expenses for the share-based compensation have been charged to the consolidated statements of

comprehensive loss as follows:

Six months ended June 30,

2021 2020

RMB’000 RMB’'000

(Unaudited) (Unaudited)

Administrative expenses 349 674
Research and development expenses 1,097 2,136
Total 1,446 2,810

22. DIVIDEND

No dividend was declared or paid by the Company or the companies now comprising the Group during

the six months ended June 30, 2021 and 2020.
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For the six months ended June 30, 2021

23. RESERVE
Currency
Capital Share  translation Other  Share-based Accumulated
reserve premium reserve reserve compensation loss Total
RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB000
Note (a) Note (b)
(Unaudited)
Balance at January 1, 2020 54,800 - (49,215) 8,427 12,138 (758,754) (732,604)
Loss for the period - - - - - (540,842) (540,842)
Exchange differences on
translation - - (18,957) - - = (18,957)
Fair value changes relating to
financial instruments issued
to investors due to the
Company's own credit risk - - - (7,063) - - (7,063)
Share-based compensation - - - - 2,810 - 2,810
Balance at June 30, 2020 54,800 - (68,172) 1,364 14,948 (1,299,596)  (1,296,656)
(Unaudited)
Balance at January 1, 2021 54,800 - 35,492 42,531 13,852 (1,822,803) (1,676,128)
Loss for the period - - - - - (4,393,846)  (4,393,846)
Exchange differences on
translation - - 56,785 - - - 56,785
Fair value changes relating to
financial instruments issued
to investors due to the
Company's own credit risk - - - (25,093) - - (25,093)
Share-based compensation - - - - 1,446 - 1,446
Automatic conversion of
Preferred Shares upon Global
Offering (Note 20) - 6,930,964 - (17,438) - 17,438 6,930,964
Shares issued upon global
offering (Note 20) - 2,576,082 - - - - 2,576,082
Capitalised listing fee - (88,349) - - - - (88,349)
Balance at June 30, 2021 54,800 9,418,697 92,277 - 15,298 (6,199,211) 3,381,861

Note (a): Capital reserve arose from the capital contribution of patents, which were recognized as intangible assets, from CARsgen
Therapeutics's equity shareholder, Shanghai Yijie Bio-tech Co., Ltd. on the date of CARsgen Therapeutics's incorporation.

Note (b): Share-based compensation arose from share-based compensation granted to employees of the Group (Note 21).
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For the six months ended June 30, 2021

24. BORROWINGS

As at As at

June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

Non-current

Secured bank borrowings 9,709 11,981
Current

Unsecured borrowings 163,000 64,000

Secured bank borrowings 4,485 4,371

167,485 68,371

Total 177,194 80,352

As at As at

January 1, June 30,

2021 Additions Repayments 2021

RMB’000 RMB’000

(Unaudited) (Unaudited)

Unsecured borrowings 64,000 145,000 (46,000) 163,000

Secured bank borrowings 16,352 - (2,158) 14,194

Total 80,352 145,000 (48,158) 177,194

As at June 30, 2021 and December 31, 2020, the Group's bank borrowings of approximately
RMB14,194,000 and RMB16,352,000 respectively are pledged by property, plant and equipment and
right-of-use assets of the Group (Notes 12 and 13).

The fair values of the borrowings approximate their carrying amounts as the discounting impact is not
significant.

As at June 30, 2021, the Group’s unsecured borrowings are mature within six to twelve months with
the interest rate ranging between 3.7% — 5.5%.

As at June 30, 2021, the Group’'s secured borrowings is mature within three years with the interest rate
of 5.225%.
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For the six months ended June 30, 2021

25. LEASE LIABILITIES

As at As at

June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

Minimum lease payments due

— Within 1 year 14,272 6,610
— Between 1 and 2 years 21,529 4,894
— Between 2 and 5 years 62,326 10,449
— Over 5 years 46,737 -
144,864 21,953

Less: future finance charges (21,552) (2,047)
Present value of lease liabilities 123,312 19,906
Less: Current portion Lease liabilities (11,463) (5,890)
Non-current portion of lease liabilities 111,849 14,016
— Within 1 year 11,463 5,890
— Between 1 and 2 years 17,198 4,401
— Between 2 and 5 years 53,157 9,615
— Over 5 years 41,494 -
Present value of lease liabilities 123,312 19,906

The Group leases land use right and properties. Lease on land use right has been fully paid and lease
on properties were measured at net present value of the lease payments to be paid during the lease
terms.

Lease liabilities were discounted at incremental borrowings rates of the Group.
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For the six months ended June 30, 2021

26. DEFERRED INCOME

As at As at
June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Non-current 11,741 13,167
Current 3,591 3,591
Total 15,332 16,758
27. FINANCIAL INSTRUMENTS ISSUED TO INVESTORS

As at As at
June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

Non-current
Series A - 348,435
Series B - 512,095
Series Pre-C - 648,207
Series C1 - 479,682
Series C2 - 757,165
Series C+ (Note) - -
Total - 2,745,584

On January 25, 2021, the Company issued 2,984,444 Series C+ Preferred Shares to NVMB Xl
Holdings Limited at a subscription price of US$3.35 per share at a total consideration of USD10 million
(equivalent to RMB65 million approximately).

All the preferred shares were automatically converted to ordinary shares upon the completion of Global
Offering in accordance with the agreed terms.
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27. FINANCIAL INSTRUMENTS ISSUED TO INVESTORS (continued)

Movements of financial instruments issued to investors for the six months ended June 30, 2021 and
2020 are set out below:

Series A Series B Series Pre-C Series C1 Series 2 Series C+ Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

(Unaudited)
At January 1, 2020 145,024 326,555 465,833 - - - 937,412
Changes in fair value recognized

in profit or loss 105,849 130,446 151,955 - - - 388,250
Changes in fair value recognized

in other comprehensive loss 1 1,991 5,071 - - - 7,063
Currency translation difference -

recognized in equity 3,311 6,569 9,102 - - - 18,982
At June 30, 2020 254,185 465,561 631,961 - - - 1,351,707
(Unaudited)
At January 1, 2021 348,435 512,095 648,207 479,682 757,165 - 2,745,584
Issuance - - - - - 64,900 64,900
Changes in fair value recognized

in profit or loss 1,008,863 1,075,154 1,168,611 372,703 513,230 17,011 4,155,572
Changes in fair value recognized

in other comprehensive loss 296 6,993 11,731 2,383 3,819 (129) 25,093
Currency translation difference -

recognized in equity (10,795) (13,492) (15,955) (8,891) (10,414) (638) (60,185)
Conversion of Preferred Shares

to Common shares upon

Global Offering (Note 20) (1,346,799)  (1,580,750)  (1,812,594) (845,877)  (1,263,800) (81,144)  (6,930,964)

At June 30, 2021 - = = - - - -

All the preferred shares were automatically converted to ordinary shares upon the completion of Global
Offering. The difference between the fair value of the Preferred Shares as at December 31, 2020 and
offer price of HK$32.8 per share of the Global Offering is accounted for as fair value loss for the six
months ended June 30, 2021. The fair value loss of financial instruments is a non-cash item, and there
will be no further gains or losses on fair value changes from these financial instruments after the
automatic conversion from preferred shares to ordinary shares upon the closing of the Global Offering.
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28. ACCRUALS AND OTHER PAYABLES

As at As at

June 30, December 31,

2021 2020

RMB’000 RMB’000

(Unaudited) (Audited)

Accrued expenses 60,096 33,903
Staff salaries and welfare payables 21,977 20,825
Listing expenses payable 14,721 5,190
Payables for acquisition of property, plant and equipment 3,225 2,244
Other taxes payable 1,119 1,805
Interest payables 341 209
Payables for research and development consumables 103 2,367
Others 2,660 836
Total 104,242 67,379

The carrying amounts of accruals and other payables of the Group are denominated in the following

currencies:
As at As at
June 30, December 31,
2021 2020
RMB’000 RMB’'000
(Unaudited) (Audited)
RMB 55,576 30,319
usD 48,666 37,060
Total 104,242 67,379
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29. COMMITMENTS
(a) Capital commitments

Capital expenditure contracted for by the Group at the balance sheet date but not yet incurred is

as follows:

As at As at

June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

Property, plant and equipment 3,711 8,471

(b) Lease commitments — where the Group is the lessee

At the balance sheet dates, lease commitments of the Group for leases not yet commenced for
short-term lease and low-value lease are as follows:

As at As at

June 30, December 31,
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

No later than 1 year 67 154
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Notes to the Condensed Consolidated Interim Financial Information

For the six months ended June 30, 2021

RELATED PARTY TRANSACTIONS

Parties are considered to be related in one party has the ability, directly or indirectly, to control the
other part or exercise significant influence over the other party in making financial and operation
decisions. Parties are also considered to be related if they are subject to common control. The following
is a summary of the significant transactions carried out between the Group and its related parties in
the ordinary course of business during the six months ended June 30, 2021 and 2020 respectively.

(a) Transactions with related parties
During the six months ended June 30, 2020, CARsgen Therapeutics Co., Ltd. entered into financial
instrument agreements with two preference shareholders with the total amount of RMB68 million
and repaid the amount in full in the same year to settle the financial instrument (Note 9).

(b) Key management compensation

Six months ended June 30,

2021 2020

RMB’000 RMB’'000

(Unaudited) (Unaudited)

Salaries and allowance 5,800 4,636

Discretionary bonus 1,272 1,647

Share-based compensation 838 980

Social security costs 205 88

Other benefits 329 23

Total 8,444 7,374
REVENUE

CAFA Therapeutics, a subsidiary of CARsgen Therapeutics, has entered into a licensing agreement
with HK inno.N Corporation, a pharmaceutical company, during the six months ended June 30, 2021
to develop and commercialize two Chimeric Antigen Receptor T cell (CAR-T cell) product candidates,
CT032 and CTO053, targeting CD19 and BCMA respectively, for the potential treatment of various
cancers in South Korea. Under the terms of the agreement, CARsgen will receive an upfront of USD4
million and additional milestone payments totaling up to USD50 million as well as royalties on net sales
in South Korea. As at June 30, 2021, the transfer of the related documentation and technology and
other efforts have not yet been commenced and hence no revenue is recognized for the six months
ended June 30, 2021.

CONTINGENCIES
The Group did not have any material contingent liabilities as at June 30, 2021 and December 31, 2020.
SUBSEQUENT EVENTS

On July 22, 2021, the Company granted 730,578 options to 48 employees and 1,616,867 restricted
share units (“RSUs") to 116 employees.
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Definitions

“2019 Equity Incentive Plan”

"affiliate”

“Audit Committee”

"Board of Directors”,
“Board” or “our Board”

"BVI"

“China” or "PRC”

“Company”, “our Company”,
“the Company”,
“CARsgen Therapeutics” or
“CARsgen”

“Core Product Candidate”
“Corporate Governance Code”

"Director(s)”

“"FDA" or “U.S. FDA" or
“US FDA"

1 "

“Group”, “our Group”, “we”,
“Us” or “our”

“HKS$" or
“Hong Kong dollars”

“Hong Kong” or “HK"

“IPO"

“Listing Date”

the equity incentive plan of our Company as adopted by way of written
resolutions of the Board on January 22, 2019, the principal terms of which
are set out in the section headed "Statutory and General Information — D.
2019 Equity Incentive Plan” in the Prospectus

any other person, directly or indirectly, controlling or controlled by or under
direct or indirect common control with such specified person

the audit committee of the Company

our board of Directors

the British Virgin Islands

the People’s Republic of China, which for the purpose of the Prospectus
and for geographical reference only, excludes Hong Kong, Macao and
Taiwan

CARsgen Therapeutics Holdings Limited (RIEZEZIER AR A A]), an
exempted company incorporated in the Cayman Islands with limited liability
on February 9, 2018

has the meaning ascribed to it in Chapter 18A of the Listing Rules and in
this context, refers to CT053

the Corporate Governance Code and Corporate Governance Report set out
in Appendix 14 to the Listing Rules

the director(s) of the Company

U.S. Food and Drug Administration

our Company, its subsidiaries and consolidated affiliated entities from time
to time or, where the context so requires, in respect of the period prior to
our Company becoming the holding company of its present subsidiaries and
consolidated affiliated entities, such subsidiaries and consolidated affiliated
entities as if they were subsidiaries and consolidated affiliated entities of
our Company at the relevant time

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s Republic of
China

initial public offering

June 18, 2021

CARSGEN THERAPEUTICS HOLDINGS LIMITED



“Listing Rules”

“"Model Code”

“NMPA"

“Post-IPO RSU Scheme”

“Post-IPO Share Option
Scheme”

“Prospectus”

“QIB”

“Quanzhou Dingwo (LP)"

“Reporting Period”
“RMB" or “Renminbi”

“United States” or “U.S.” or
s

“US$” or “U.S. dollars” or
"uUsb”

“Yeed Holdings”

“YUIE Biotech (BVI)”

In this report, the terms “associate”,

Definitions

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

Model Code for Securities Transactions by Directors of Listed Issuers

= iy O BE AR A

National Medical Products Administration (BEIREREEE
successor of the China Food and Drug Administration (BZX & iz
IB4FF), or the CFDA, the State Food and Drug Administration (B
MEEEEIRR), or the SFDA and the State Drug Administration (BIZX

BEIER), or the SDA

the post-IPO RSU scheme adopted by our Company on April 30, 2021, the
principal terms of which are set out in the section headed “Appendix V —
Statutory and General Information” in the Prospectus

the post-IPO share option scheme adopted by our Company on April
30, 2021, the principal terms of which are set out in the section headed
“Appendix V — Statutory and General Information” in the Prospectus

the prospectus issued by the Company on June 7, 2021 in connection with
the IPO

a qualified institutional buyer within the meaning of Rule 144A

Quanzhou Dingwo Chuangfeng Investment Center (Limited Partnership) (3%
MHRKAI LR ERL(BRAH)), a limited partnership established under
the laws of the PRC on October 15, 2015, and one of our controlling
shareholders

the six months ended June 30, 2021

Renminbi, the lawful currency of China

the United States of America, its territories, its possessions and all areas
subject to its jurisdiction

United States dollars, the lawful currency of the United States

Yeed Holdings Limited (/2#%ERARAF]), a limited liability company
established under the laws of BVI on July 7, 2019 wholly-owned by Ms.
Yang Xuehong, and one of our controlling shareholders

YIJIE Biotech Holding Limited (mEEEMFMIZRBRE 2 F]), a limited
liability company incorporated in the BVI on July 20, 2017, and one of our
controlling shareholders

“connected transaction”, “controlling shareholder” and “subsidiary”

shall have the meanings given to such terms in the Listing Rules, unless the context otherwise requires.
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Glossary

"ADCC”

“antigen”
“BCMA"

“BLA"
“CAR(s)"
“"CAR-T" or "CART”

“CD19"
“cbC”

"“CDE”
“CDMO(s)”
"()GMP”
“chemotherapy”
“CLDN18.2"
“cMmcC”

“cohort”

“combination therapy”

antibody-dependent cell-mediated cytotoxicity, a mechanism of cell-mediated
immune defense whereby an effector cell of the immune system actively lyses
a target cell, whose membrane-surface antigens have been bound by specific
antibodies

the substance that is capable of stimulating an immune response, specifically
activating lymphocytes, which are the body’s infection-fighting white blood cells

B cell maturation antigen, a protein that is highly expressed in a number of
hematologic malignancies

biologics license application
chimeric antigen receptor(s)
chimeric antigen receptor T cell

a cell surface protein expressed on the surface of almost all B cell leukemia and
lymphoma

complement-dependent cytotoxicity, an effector function of IgG and IgM
antibodies

Center for Drug Evaluation, an institution under the NMPA

contract development manufacturing organization(s), a company that serves
other companies in the pharmaceutical industry on a contract basis to provide
comprehensive services from drug development through drug manufacturing

(current) good manufacturing practices

a category of cancer treatment that uses one or more anti-cancer
chemotherapeutic agents as part of its standardized regimen

Claudin 18.2, an attractive target in the treatment of certain solid tumors such as
gastric cancer, esophageal cancer and pancreatic cancer

chemistry, manufacturing, and controls processes in the development, licensure,
manufacturing, and ongoing marketing of pharmaceutical products

a group of patients as part of a clinical study who share a common characteristic
or experience within a defined period and who are monitored over time

treatment in which a patient is given two or more therapeutic agents for a single
disease
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“CR"

“CRS”

“CycloCAR”

“cytokine”

“cytotoxic”
"DOR”
“EGFR"
“EGFRvIIl"
"EMA"

“GPC3”

“Grade”

“HCC”

“lIT” or “investigator-
initiated trial”

“IND”

“mAb” or “monoclonal
antibody”

“mesothelin”

“MM”

Glossary

complete response, the disappearance of all signs of cancer in response to
treatment

cytokine release syndrome, a form of systemic inflammatory response syndrome
that arises as a complication of some diseases or infections, and is also an adverse
effect of some monoclonal antibody drugs, as well as adoptive T cell therapies

a next-generation CAR-T technology under development by the Company,
which features co-expression of cytokines IL-7 and chemokine CCL21 in the
CAR-T cells to potentially improve clinical efficacy and reduced requirement for

lymphodepletion conditioning

a broad and loose category of small proteins that are important in cell signaling.
Their release has an effect on the behavior of cells around them

toxic to living cells

duration of response

epidermal growth factor receptor

variant lll of epidermal growth factor receptor
European Medicines Agency

Glypican-3, an oncofetal antigen expressed in a variety of tumors including certain
liver and lung cancers

term used to refer to the severity of adverse events

hepatocellular carcinoma, a type of cancer arising from hepatocytes in
predominantly cirrhotic liver

clinical trial sponsored and conducted by independent investigators
investigational new drug or investigational new drug application, also known as
clinical trial application in China

antibodies that are made by identical immune cells which are all clones belonging
to a unique parent cell

cell-surface protein whose expression is mostly restricted to mesothelial cell layers
lining the pleura, pericardium and peritoneum

multiple myeloma, a type of cancer that forms in the white blood cells
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Glossary

“NDA"
“NHL"

" N K "
"

“neurotoxicity

“ORR"
"0s"

“Phase 1"

“Phase Ib”

“Phase II”

“pivotal trial”

“PR"

“progressive-free survival” o

“PFS”

“regenerative medicine
advanced therapy” or
“RMAT"

“registrational trial”

“THANK-uCAR"

“TKI”

new drug application
non-Hodgkin’s lymphoma

natural killer cell, the human body’s first line of defense due to their innate ability
to rapidly seek and destroy abnormal cells

possible adverse side effect of T cell therapies that leads to a state of confusion,
aphasia, encephalopathy, tremor, muscular weakness, and somnolence

objective response rate
overall survival

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 effectiveness

a phase of clinical trials where multiple ascending doses are tested on the
participants to primarily assess safety, tolerability and PK/PD at different dose
levels prior to commencement of Phase Il clinical trial or Phase Il clinical trial

a study in which a drug is administered to a limited patient population to identity
possible adverse effects and safety risks, to preliminarily evaluate the efficacy of
the drug for specific targeted disease, and to determine dosage tolerance and
optimal dosage

the final controlled trial or study to demonstrate clinical efficacy and safety
evidence required before submission for drug marketing approval

partial response

the length of time during and after the treatment of a disease, such as cancer,
that a patient lives without tumor progression or death

a special status granted by the FDA to regenerative medicine therapies, including
cell therapies, intended to treat a serious or life-threatening disease or condition,
and preliminary clinical evidence indicates that the drug has the potential to
address unmet medical needs for such disease or condition

large confirmatory studies meant to establish an acceptable benefit/safety profile
in order to gain regulatory approval for a precisely defined indication

the Company’s proprietary technology to generate CAR-T cells with improved
expansion and persistence from T cells that are sourced from third-party donors.

tyrosine kinase inhibitor, a pharmaceutical drug that inhibits tyrosine kinases
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