APPENDIX I ACCOUNTANT’S REPORT

The following is the text of a report set out on pages I-1 to I-3, received from the Company’s
reporting accountant, PricewaterhouseCoopers, Certified Public Accountants, Hong Kong, for the
purpose of incorporation in this prospectus. It is prepared and addressed to the Directors of the
Company and to the Joint Sponsors pursuant to the requirements of HKSIR 200 Accountants’
Reports on Historical Financial Information in Investment Circulars issued by the Hong Kong
Institute of Certified Public Accountants.
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ACCOUNTANT’S REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF SENSETIME GROUP INC., CHINA INTERNATIONAL CAPITAL
CORPORATION HONG KONG SECURITIES LIMITED, HAITONG INTERNATIONAL
CAPITAL LIMITED AND HSBC CORPORATE FINANCE (HONG KONG) LIMITED

Introduction

We report on the historical financial information of SenseTime Group Inc. (the “Company”)
and its subsidiaries (together, the “Group”) set out on pages I-4 to I-137, which comprises the
consolidated balance sheets as at December 31, 2018, 2019 and 2020 and June 30, 2021, the
Company’s balance sheets as at December 31, 2018, 2019 and 2020 and June 30, 2021, and the
consolidated income statements, the consolidated statements of comprehensive loss, the consolidated
statements of changes in equity and the consolidated statements of cash flows for each of the years
ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2021 (the “Track
Record Period”) and a summary of significant accounting policies and other explanatory information
(together, the “Historical Financial Information”). The Historical Financial Information set out on
pages I-4 to I-137 forms an integral part of this report, which has been prepared for inclusion in the
prospectus of the Company dated December 7, 2021 (the “Prospectus”) in connection with the initial
listing of shares of the Company on the Main Board of The Stock Exchange of Hong Kong Limited.

Directors’ responsibility for the Historical Financial Information

The Directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation set out in
Note 2.1 to the Historical Financial Information, and for such internal control as the Directors
determine is necessary to enable the preparation of Historical Financial Information that is free from
material misstatement, whether due to fraud or error.

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Reporting accountant’s responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report
our opinion to you. We conducted our work in accordance with Hong Kong Standard on Investment
Circular Reporting Engagements 200, Accountants’ Reports on Historical Financial Information in
Investment Circulars issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). This standard requires that we comply with ethical standards and plan and perform our
work to obtain reasonable assurance about whether the Historical Financial Information is free from
material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and disclosures
in the Historical Financial Information. The procedures selected depend on the reporting
accountant’s judgment, including the assessment of risks of material misstatement of the Historical
Financial Information, whether due to fraud or error. In making those risk assessments, the reporting
accountant considers internal control relevant to the entity’s preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation set out in
Note 2.1 to the Historical Financial Information in order to design procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Our work also included evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Directors, as well as
evaluating the overall presentation of the Historical Financial Information.

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

Opinion

In our opinion the Historical Financial Information gives, for the purposes of the accountant’s
report, a true and fair view of the financial position of the Company as at December 31, 2018, 2019
and 2020 and June 30, 2021 and the consolidated financial position of the Group as at December 31,
2018, 2019 and 2020 and June 30, 2021 and of its consolidated financial performance and its
consolidated cash flows for the Track Record Period in accordance with the basis of preparation set
out in Note 2.1 to the Historical Financial Information.

Review of stub period comparative financial information

We have reviewed the stub period comparative financial information of the Group which
comprises the consolidated income statement, the consolidated statement of comprehensive loss, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the
six months ended June 30, 2020 and other explanatory information (the “Stub Period Comparative
Financial Information”). The Directors of the Company are responsible for the preparation of the
Stub Period Comparative Financial Information in accordance with the basis of preparation set out in
Note 2.1 to the Historical Financial Information. Our responsibility is to express a conclusion on the
Stub Period Comparative Financial Information based on our review. We conducted our review in
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accordance with International Standard on Review Engagements 2410, Review of Interim Financial
Information Performed by the Independent Auditor of the Entity issued by the International Auditing
and Assurance Standards Board (“IAASB”). A review consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
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. Based on our review, nothing has come to our attention that causes
us to believe that the Stub Period Comparative Financial Information, for the purposes of the
accountant’s report, is not prepared, in all material respects, in accordance with the basis of
preparation set out in Note 2.1 to the Historical Financial Information.

Report on matters under the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) and the Companies (Winding Up and
Miscellaneous Provisions) Ordinance

Adjustments

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

Dividends

We refer to Note 15 to the Historical Financial Information which states that no dividend has
been paid by SenseTime Group Inc. in respect of the Track Record Period.

No statutory financial statements for the Company

No statutory financial statements have been prepared for the Company since its date of
incorporation.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, December 7, 2021
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I HISTORICAL FINANCIAL INFORMATION OF THE GROUP

Preparation of Historical Financial Information

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

The consolidated financial statements of the Group for the Track Record Period, on which the
Historical Financial Information is based, were audited by PricewaterhouseCoopers in accordance
with International Standards on Auditing issued by the IAASB (“Underlying Financial Statements”™).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand (RMB’000) except when otherwise indicated.
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ACCOUNTANT’S REPORT

A. Consolidated income statements

Six months ended

Year ended December 31, June 30,
Note 2018 2019 2020 2020 2021
RMB’000  RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Revenue . ...........iininiiii i 5(a) 1,853,422 3,026,603 3,446,165 861,163 1,651,809
Costofsales . ...ttt 6 (806,606) (1,307,439)  (1,014,081) (240,303)  (446,742)
Grossprofit ....... ... . ... ... . 1,046,816 1,719,164 2,432,084 620,860 1,205,067
Selling eXPenses . .. ...vve ettt 6 (204,677)  (453,201) (536,521) (238,068)  (292,388)
Administrative eXpenses .« . ... ......u et 6 (452,484)  (765,720)  (1,589,519)  (1,037,494) (1,443,031)
Research and development expenses . .................. 6 (848,837) (1,915,933) (2,453,874) (1,219,482) (1,771,749)
Net impairment losses on financial assets ............... 3.1(b) (60,663) (278,122) (522,046) (227,168) (178,650)
Otherincome . ....... ...ttt 8 206,709 252,840 352,784 42,199 123,565
Other (losses)/gains —net ..............ccouiueeenn.. 9 (25,655)  (165,512) 505,314 (108,165) 206,446
Operatingloss ............. ... ..., (338,791) (1,606,484) (1,811,778) (2,167,318) (2,150,740)
Finance inCcome . .. ......uune i 105,323 268,059 174,902 96,509 96,606
FIinance COSt ... ...ouniie e (29,488)  (149,874) (112,509) (68,708) (21,785)
Finance income —mnet ............................. 10 75,835 118,185 62,393 27,801 74,821
Share of losses of investments accounted for using the

equitymethod ........ ... ... . ... ... 12 (11,317) (3,021) (6,055) (2,031) (3,380)
Fair value losses of preferred shares and other financial

liabilities . ... 30 (3,181,972) (3,681,541) (10,563,577) (3,341,641) (1,713,610)
Loss beforeincome tax ............................. (3,456,245) (5,172,861) (12,319,017) (5,483,189) (3,792,909)
Income tax credit ......... ... .. i 13 23,496 205,169 160,670 150,389 80,036
Loss for the year/period ............................ (3,432,749) (4,967,692) (12,158,347) (5,332,800) (3,712,873)
Loss is attributable to:
Owners of the Company . ......................ooo.. (3,427,778) (4,962,548) (12,158,193)  (5,323,782) (3,702,589)
Non-controlling interests . ...............c.oooeuneen... 4,971) (5,144) (154) (9,018) (10,284)

(3,432,749) (4,967,692) (12,158,347) (5,332,800) (3,712,873)

Loss per share for loss attributable to owners of the

Company
Basic and diluted loss per share (RMB) ................. 14 (0.39) (0.56) (1.33) (0.60) (0.39)
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B. Consolidated statements of comprehensive loss

Six months ended

Year ended December 31, June 30,
Note 2018 2019 2020 2020 2021
RMB’000  RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Loss for the year/period . ............................ (3,432,749) (4,967,692) (12,158,347) (5,332,800) (3,712,873)

Other comprehensive (loss)/income
Item that may be reclassified to profit or loss
Exchange differences on translation of foreign
OPETALIONS . vttt ettt e e e (29,965) (37,054) 234,945 (38,600) 47,952
Item that will not be reclassified to profit or loss

Exchange differences on translation of foreign

OPErations ... .......oouuuniiiiiiieeeiannn (180,853)  (130,889) 1,203,301 (162,682) 193,072
Effects of changes in credit risk for financial liabilities
designated as at fair value through profit or loss .. ... 30 (409,429) (194,322) (498,299) (240,117) (2,507)
Other comprehensive (loss)/income for the year/period,
netoftaxes ................ ... ...iiiiiiiiiiia (620,247)  (362,265) 939,947 (441,399) 238,517
Total comprehensive loss for the year/period ........... (4,052,996) (5,329,957) (11,218,400) (5,774,199) (3,474,356)
Total comprehensive loss for the year/period is attributable
to:
Owners of the Company ...............ccovviunieenn .. (4,048,025) (5,324,813) (11,218,246)  (5,765,181) (3,464,072)
Non-controlling interests .. ..............c.coveuieen. .. 4,971) (5,144) (154) (9,018) (10,284)

(4,052,996) (5,329,957) (11,218,400) (5,774,199) (3,474,356)
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C. Consolidated balance sheets
As at
As at December 31, June 30,
Note 2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Assets
Non-current assets
Property, plant and equipment ............. ... ... o i 16 585,249 1,893,919 1,906,479 2,226,109
Right-0f-USE @SSELS . . o\ttt et 17 454,819 404,228 335,948 278,608
Intangible assets . .. ... ...t 18 39,555 139,749 108,032 93,493
COoNtraCt ASSELS . . o\ vttt e e e e e e 5(f) 294 3,255 2,729 1,364
Investments accounted for using the equity method .................. 12 60,644 59,138 70,325 66,954
Deferred income tax assetS ... ...ttt 20 39,935 261,169 450,283 538,859
Financial assets at fair value through profitorloss ................... 26 1,851,442 2,901,406 3,738,568 4,500,609
Long-term receivables .. ...........u it 24 96,898 46,239 127,502 221,116
Other NON-CUITENt ASSELS . . . . o\ vttt et e et e e 19 64,545 7,778 12,705 50,415

3,193,381 5,716,881 6,752,571 7,977,527

Current assets
INVENLOTIES . .\ vttt et e e e e e e e 21 117,286 430,059 715,521 667,157
CONLTaCt @SSELS . . v oot ettt e e e e e 5(f) 4,988 786 22,464 21,635
Trade, other receivables and prepayments .. ........................ 23 1,467,162 4,678,093 4,583,548 4,036,812
Amount due from preferred shareholders ........... ... ... ... ... 25 1,391,451 878,900 8,593,109 —
Financial assets at fair value through profitorloss ................... 26 — — — 2,186,374
Restricted cash . ... .. . 27 2,138,999 4,284,298 493,364 477,548
Term deposits . . ...ttt 27 1,407,737 1,286,116 5,890,189 7,938,748
Cash and cash equivalents ............ ... ... ... i 27 7,227,109 6,672,914 11,427,871 8,925,817

13,754,732 18,231,166 31,726,066 24,254,091
Total ASSELS . . ... ...t 16,948,113 23,948,047 38,478,637 32,231,618
Equity
Deficits attributable to owners of the Company
Share capital .. ... ...t 28 2 2 2 2
Other TESEIVES . . v vttt e e e e e e e e e e e 29 (580,167) (873,184) (432,856) 1,009,823
Currency translation TeSEIVES . .. ..o vtu ettt (192,348) (360,291) 1,077,955 1,318,979
Accumulated J0SSES . ..ottt (4,595,623)  (9,556,673) (21,713,334) (25,415,174)

(5,368,136) (10,790,146) (21,068,233) (23,086,370)
Non-controlling interests . .. .........o.uuern et 3,630 135,847 135,693 125,409
Total deficits . ............ .. ... . .. (5,364,506) (10,654,299) (20,932,540) (22,960,961)
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C. Consolidated balance sheets (continued)
As at
As at December 31, June 30,
Note 2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Liabilities
Non-current liabilities
BOITOWINGS . . o oottt e e e e 36 — — 423,000 409,500
Lease liabilities . ... ... ... 17 334,596 295,742 184,113 134,449
Deferred income tax liabilities . ............... .. ... .. 20 8,339 5,516 7,608 10,407
Contract liabilities . ........ ...t 34 — — 9,341 19,227
Deferred revenue . .............. .t 37 61,373 59,066 349,532 385,838
Preferred share liabilities . ................. .. ..., 30(a) 18,506,185 27,105,669 48,288,049 52,036,956
Long-term payables ............... ... i 32(b) — — 66,148 32,337
Other financial liabilities ............. ... ... .. oo . 30(b) 254,607 — — —
Other non-current liabilities .................. ... ... ......... 35 — 280,550 260,996 258,404

19,165,100 27,746,543 49,588,787 53,287,118
Current liabilities
BOITOWINGS . . oottt 36 1,557,241 3,356,526 593,561 212,417
Trade and other payables ......... ... ... ... ... ... ... ... 32(a) 887,109 3,103,266 1,724,456 1,438,510
Amount due to preferred shareholders . ......................... 33 494,744 92,090 5,206,029 —
Lease liabilities . .. . ..ot 17 131,082 123,031 109,524 109,569
Contract liabilities .. ...........ouineeiii i 34 70,245 152,921 244,052 138,539
Current income tax liabilities . ......... .. ... .. . .. 1,489 20,234 33,155 6,426
Preferred share liabilities ............... ... ... . ... ... 30(a) — — 1,897,608 —
Other financial liabilities ................ ccoiiiiiiiineennnn.. 30(b) 5,609 7,735 14,005 —

3,147,519 6,855,803 9,822,390 1,905,461

Total liabilities ................ ... ... ... ... ... 22,312,619 34,602,346 59,411,177 55,192,579
Total deficits and liabilities ................................. 16,948,113 23,948,047 38,478,637 32,231,618
Net current assets . ... ...........oeinieineeineennennnennn.. 10,607,213 11,375,363 21,903,676 22,348,630
Total assets less current liabilities . . .......................... 13,800,594 17,092,244 28,656,247 30,326,157
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D. Balance sheets of the Company

Assets
Non-current assets

Investments in subsidiaries .......................

Current assets

Otherreceivables ...............................
Amount due from preferred shareholders ............

Cash and cash equivalents ........................

Totalassets . ............. ... iiiiiiinna..

Deficits

Share capital . .......... ... ... ..
Otherreserves .................oiiiiiininnaa...
Currency translation reserves . . ....................

Accumulated losses . ........... . i

Total deficits . ............... ... ... .. ... .....

Liabilities

Non-current liabilities

Preferred share liabilities . ........................
Other financial liabilities .........................

Current liabilities

Trade and other payables .........................
Preferred share liabilities . ........................
Other financial liabilities .........................

Total liabilities ................................
Total deficits and liabilities . .....................
Netcurrentassets . ...................c.viuunon.

Total assets less current liabilities ................

— 19 —

As at
As at December 31, June 30,
Note 2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000

.......... 11(b) 444,755 575,774 1,462,817 2,899,043
.......... 23 11,926,902 16,936,284 22,467,098 30,993,031
.......... 25 1,391,451 878,900 8,593,109 —
.......... 27 303,266 38,212 436 412,452
13,621,619 17,853,396 31,060,643 31,405,483

14,066,374 18,429,170 32,523,460 34,304,526

.......... 28 2 2 2 2
.......... 29 (629,112) (794,140) (392,916) 1,064,982
(167,103) (297,992) 905,309 1,098,381
(3,905,330) (7,596,558) (18,214,640) (19,945,847)
(4,701,543) (8,688,688) (17,702,245) (17,782,482)
.......... 30(a) 18,506,185 27,105,669 48,288,049 52,036,956
.......... 30(b) 254,607 — — —
18,760,792 27,105,669 48,288,049 52,036,956
.......... 32 1,516 4,720 26,043 50,052
.......... 30(a) — — 1,897,608 —
.......... 30(b) 5,609 7,469 14,005 —
7,125 12,189 1,937,656 50,052

18,767,917 27,117,858 50,225,705 52,087,008

14,066,374 18,429,170 32,523,460 34,304,526

13,614,494 17,841,207 29,122,987 31,355,431

14,059,249 18,416,981 30,585,804 34,254,474
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E. Consolidated statements of changes in equity

As at January 1, 2018

Comprehensive loss

Lossfortheyear ...................

Effects of changes in credit risk for
financial liabilities designated as at fair
value through profitorloss .........

Exchange differences on translation of
foreign operations

Total comprehensive loss

Transactions with owners

Exercise of restricted shares and share
OPLiONS . ..o vt

Capital injection by a non-controlling
shareholder .. ....................

Repurchase of ordinary shares . ........

Share-based compensation expenses .

Share of additions in reserve of an

associate

Total transactions with owners

As at December 31, 2018

As at January 1, 2019

Comprehensive loss

Lossfortheyear ...................

Effects of changes in credit risk for
financial liabilities designated as at fair
value through profitorloss .........

Exchange differences on translation of
foreign operations

Total comprehensive loss

Transactions with owners
Exercise of restricted shares and share
Options . ...
Capital injections by non-controlling
shareholders .....................
A put liability with a non-controlling
shareholder .. ....................
Repurchase of ordinary shares . ........
Share-based compensation expenses . .
Disposal of a non-wholly owned

subsidiary
Others

Total transactions with owners

As at December 31, 2019

Deficits attributable to owners of the Company

Currency Non-
Share Other translation Accumulated controlling Total
Note capital reserves reserves losses Total interests deficits

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
2 346,272 18,470 (1,167,845)  (803,101) 2,031 (801,070)
— — — (3.,427,778) (3,427,778) (4,971) (3,432,749)

30 —  (409,429) — — (409,429) — (409,429)
— —  (210,818) — (210,818) — (210,818)

—  (409,429)  (210,818)  (3,427,778) (4,048,025) (4,971) (4,052,996)

— 29 — — 29 — 29

— — — — — 6,570 6,570

28 —  (551,082) — (551,082) — (551,082)
...7,31(d) — 15,064 — 15,064 — 15,064
12 — 18,979 — — 18,979 — 18,979
—  (517,010) — — (517,010) 6,570 (510,440)

2 (580,167) (192,348)  (4,595,623) (5,368,136) 3,630 (5,364,500)

2 (580,167)  (192,348)  (4,595,623) (5,368,136) 3,630  (5,364,506)

— — — (4,962,548) (4,962,548) (5,144) (4,967,692)

30 —  (194,322) — — (194,322) — (194,322)
— —  (167,943) — (167,943) — (167,943)

—  (194,322) (167,943)  (4,962,548) (5,324,813) (5,144) (5,329,957)

— 1,721 — — 1,721 — 1,721

— 151,059 — — 151,059 142,689 293,748

35 —  (279,048) — — (279,048) — (279,048)
28 — (103,446) — (103,446) — (103,446)
..7,31(d) — 131,019 — 131,019 — 131,019
— — — — — (5,328) (5,328)

— — — 1,498 1,498 — 1,498

—  (98,695) — 1,498 (97,197) 137,361 40,164

2 (873,184) (360,291)  (9,556,673) (10,790,146) 135,847 (10,654,299)
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E. Consolidated statements of changes in equity (continued)

Deficits attributable to owners of the Company

Currency Non-
Share Other translation Accumulated controlling Total
Note capital reserves reserves losses Total interests deficits
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000  RMB’000

As at January 1,2020 .............. 2 (873,184) (360,291)  (9,556,673) (10,790,146) 135,847 (10,654,299)
Comprehensive loss
Lossfortheyear ................... — — —  (12,158,193) (12,158,193) (154) (12,158,347)
Effects of changes in credit risk for

financial liabilities designated as at fair

value through profitor loss ......... 30 —  (498,299) — — (498,299) — (498,299)
Exchange differences on translation of

foreign operations ................ — — 1,438,246 — 1,438,246 — 1,438,246
Total comprehensiveloss . ........... —  (498,299) 1,438,246  (12,158,193) (11,218,246) (154) (11,218,400)
Transactions with owners
Exercise of restricted shares and share

OPLiONS . ..ottt — 12,480 — — 12,480 — 12,480
Loans waived by controlling

shareholder . ..................... 29 — 39,104 — — 39,104 — 39,104
Share-based compensation expenses . .. .7,31(d) — 887,043 — — 887,043 — 887,043
Others . .........coiiiiiiinan.. — — — 1,532 1,532 — 1,532
Total transactions with owners . . ... .. — 938,627 — 1,532 940,159 — 940,159
As at December 31,2020 ............ 2 (432,856) 1,077,955  (21,713,334) (21,068,233) 135,693 (20,932,540)
As at January 1,2021 .............. 2 (432,856) 1,077,955  (21,713,334) (21,068,233) 135,693 (20,932,540)
Comprehensive loss
Loss for the period .................. — — — (3,702,589) (3,702,589) (10,284) (3,712,873)
Effects of changes in credit risk for

financial liabilities designated as at fair

value through profitor loss ......... 30 — (2,507) — — (2,507) — (2,507)
Exchange differences on translation of

foreign operations ................ —_ —_ 241,024 —_ 241,024 —_ 241,024
Total comprehensiveloss . ........... — (2,507) 241,024 (3,702,589) (3,464,072) (10,284) (3,474,356)
Transactions with owners
Exercise of restricted shares and share

OPHONS .o v ettt — 29,033 — — 29,033 — 29,033
Capital contribution by controlling

shareholder . ..................... 29 — 10,365 — — 10,365 — 10,365
Consideration paid to the then equity

owners for acquisition of subsidiaries

under common control ............. 29 —  (15,219) — — (15,219) — (15,219)
Share-based compensation expenses 7,31(d) — 1,421,007 — — 1,421,007 — 1,421,007
Others ..., — — — 749 749 — 749
Total transactions with owners . . ... .. — 1,445,186 — 749 1,445,935 — 1,445,935
As at June 30,2021 ................ 2 1,009,823 1,318,979  (25,415,174) (23,086,370) 125,409 (22,960,961)
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E. Consolidated statements of changes in equity (continued)

Deficits attributable to owners of the Company

Currency Non-
Share Other translation Accumulated controlling Total
Note capital reserves reserves losses Total interests deficits

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
As at January 1,2020 ............... 2 (873,184) (360,291)  (9,556,673) (10,790,146) 135,847 (10,654,299)

Comprehensive loss
Loss for the period .................. — — — (5,323,782) (5,323,782) (9,018) (5,332,800)
Effects of changes in credit risk for

financial liabilities designated as at fair

value through profitorloss ......... 30 —  (240,117) — — (240,117) — (240,117)
Exchange differences on translation of

foreign operations .. ............... — — (201,282) — (201,282) — (201,282)
Total comprehensiveloss ............ —  (240,117)  (201,282) (5,323,782) (5,765,181) (9,018) (5,774,199)

Transactions with owners

Exercise of restricted shares and share

OptioNS . ..ottt — 12,465 — — 12,465 — 12,465
Share-based compensation expenses . . ..7,31(d) — 840,485 — — 840,485 — 840,485
Others ...........coiiiiiiiinin... — — — 749 749 — 749
Total transactions with owners . ...... — 852,950 — 749 853,699 — 853,699
As at June 30,2020 ................. 2 (260,351) (561,573) (14,879,706) (15,701,628) 126,829 (15,574,799)
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F. Consolidated statements of cash flows

Six months ended

Year ended December 31, June 30,
Note 2018 2019 2020 2020 2021
RMB’000  RMB’000  RMB’000 RMB’000 RMB’000
(Unaudited)

Cash flows from operating activities
Cash used in operations . ...............c.oooueien... 38(a) (747,587) (2,868,173) (1,215,698)  (1,142,282) (798,196)
Incometax paid ......... ... .. i (2,145) (1,244) (13,115) (12,386) (32,691)
Net cash used in operating activities ................... (749,732) (2,869,417) (1,228,813)  (1,154,668) (830,887)
Cash flows from investing activities
Purchase of property, plant and equipment .............. (477,918) (776,982) (1,209,757) (794,572) (378,212)
Purchase of intangible assets ......................... (9,558) (121,781) (28,083) (17,628) (9,920)
Purchase of land use right . .......... ... ... ... ..... — — (67,674) — —
Proceeds from disposal of property, plant and equipment

and intangible assets . .. ...... ... ool 132 5,271 1,630 — 6,991
Acquisition of investments accounted for using the equity

method ........ ... ... 12 (7,778) (5,261) (17,500) — —
Disposal of asubsidiary ............. ... ... ... ..... — (979) — — —
Acquisition of investments in financial assets at fair value

through profitand loss ............................ 26 (1,611,488) (1,237,686) (957,580) (60,000) (766,962)
Disposal of investments in financial assets at fair value

through profitand loss ............................ 26 10,317 75,965 65,834 64,426 78,508
Dividend received from financial assets at fair value through

profitand loss ......... ... ... .. i 8 — 3,903 — — 6,172
Net (increase)/decrease in investments in term deposits . . . . 27 (1,241,757) 206,892 (5,012,586) 82,603 (2,002,452)
Interest received frombanks ......................... 74,473 201,216 234,682 37,544 45,365
Net cash out for the settlement of foreign forward

(70781 Vo] 9 — — (72,666) — —
Acquisition of structured deposits . .................... 26 (961,000) (3,676,000) (6,933,000) (754,000) (10,924,000)
Disposal of structured deposits . ...................... 26 1,126,657 3,697,544 6,966,061 335,562 8,779,772
Repayments of funds granted to third parties and related

PArties . ...t 23 — — 167 — 53,203
Loans granted to third parties and related parties ......... 23 (10,003) — (40,000) (40,000) —
Net cash used in investing activities ................... (3,107,923) (1,627,898) (7,070,472)  (1,146,065) (5,111,535)
Cash flows from financing activities
Proceeds from borrowings .............. ... ... 38(b) 1,603,449 3,226,580 1,129,235 794,553 10,000
Repayments of borrowings .......................... 38(b) (229,908) (1,452,618) (3,440,580) (1,976,152) (403,940)
Interest paid . ....... ... 38(b) (16,886)  (104,597) (124,031) (78,296) (14,856)
Principal elements of lease payments . .................. 38(b) (59,723)  (137,745) (128,261) (68,880) (52,372)
Interests elements of lease payments . .................. 38(b) (7,979) (19,954) (16,830) (8,361) (7,975)
Proceeds from amount due to preferred shareholders ... ... 33 125,570 — 5,179,444 — —
Repayments of amount due to preferred shareholders . . . ... 33 (363,031) (402,654) (65,505) (33,341)  (5,206,029)
Proceeds from exercise of restricted shares and share

OPLIONS .« ottt ettt — 2 — — —
Proceeds from issuance of preferred share liabilities . . . . ... 38(b) 10,991,290 5,535,112 6,846,992 54,493 9,202,353
Repurchase of preferred share liabilities and warrant

liability .. ... 38(b) (733,061)  (923,028) — — (17,045)
Net changes in deposits for the issuance of bank borrowings

and note payables . ..... ... .. ... .. i 27 (1,984,483) (2,150,301) 3,791,260 1,993,602 15,816
Capital injections by non-controlling shareholders ........ 6,570 293,748 — — —
Capital injection by a limited partner of investment fund

controlled by the Group ......... ... ... ... ... ... — 3,000 — — —
Loans provided by controlling shareholder .............. 40(b) 18,161 8,459 13,918 2,107 —
Capital contribution by controlling shareholder . .......... 29 — — — — 10,365
Repurchase of ordinary shares ........................ 28 (551,082)  (103,446) — — —
Net cash generated from financing activities ............. 8,798,887 3,772,558 13,185,642 679,725 3,536,317
Net increase/(decrease) in cash and cash equivalents . . . . 4,941,232 (724,757) 4,886,357 (1,621,008)  (2,406,105)
Cash and cash equivalents at beginning of year/period . . ... 1,860,903 7,227,109 6,672,914 6,672,914 11,427,871
Effect of foreign exchange rates changes . ............... 424,974 170,562 (131,400) 109,224 (95,949)
Cash and cash equivalents at end of year/period ....... 7,227,109 6,672914 11,427,871 5,161,130 8,925,817

— I-13 —



APPENDIX I ACCOUNTANT’S REPORT

I NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1. General information

SenseTime Group Inc. (the “Company”) was incorporated in the Cayman Islands on October 15,
2014 as an exempted company with limited liability under the Companies Law (Cap. 22, Law 3 of
1961 as consolidated and revised) of the Cayman Islands. The address of the Company’s registered
office is ICS Corporate Services (Cayman) Limited, 3-212 Governors Square, 23 Lime Tree Bay
Avenue, P.O. Box 30746, Seven Mile Beach, Grand Cayman KY1-1203, Cayman Islands.

The Company is an investment holding company. The principal activities of the Company and
its subsidiaries (the “Group”), including the structured entities (collectively, the “Group”) are the
sale of advanced artificial intelligence (“Al”) software, sale of Al software-embedded hardware and
related services as well as research and development activities in relation to Al technology mainly in
the People’s Republic of China (the “PRC”), Northeast Asia, Southeast Asia and other geographical
areas.

The Group is a leading Al software company with customers across a broad spectrum of
industries.

The ultimate holding company of the Company is Amind Inc., the ultimate controlling
shareholder of the Group is Professor Tang Xiao’ou (5B #4%, “Prof. Tang”).

As at the date of this report, the Company’s subsidiaries (including the Consolidated Affiliated
Entities) during the Track Record Period are set out in Note 11.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of the Historical Financial
Information are set out below. These policies have been consistently applied during the Track
Record Period, unless otherwise stated.

2.1 Basis of preparation

The Historical Financial Information has been prepared in accordance with International
Financial Reporting Standards (“IFRS”). The Historical Financial Information has been prepared
under the historical cost convention, as modified by the revaluation of financial assets and financial
liabilities at fair value through profit or loss which are carried at fair value.

The preparation of the Historical Financial Information in conformity with IFRS requires the
use of certain critical accounting estimates. It also requires management to exercise its judgment in
the process of applying the Group’s accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the Historical
Financial Information are disclosed in Note 4 below.

All relevant standards, amendments and interpretations to the existing standards that are
effective during the Track Record Period have been adopted by the Group consistently throughout
the Track Record Period.
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New standards and interpretations not yet adopted

The followings are new standards, amendments to existing standards and new interpretations
that have been issued but are not effective for the Track Record Period, and have not been early
adopted. The Group plans to adopt these new standards, amendments to standards and new
interpretations when they become effective:

Standards and amendments Effective for accounting periods beginning on or after

IAS 16 (Amendment) ‘Property, plant and equipment — proceeds

before intended use’ . ... ... ... January 1, 2022
TAS 37 (Amendment) ‘Onerous contracts — cost of fulfilling a

CONLTACE L ottt e e e e e e January 1, 2022
IFRS 3 (Amendment) ‘Reference to the conceptual Framework™ .. ... January 1, 2022
Annual Improvements to IFRS Standards 2018-2020 .............. January 1, 2022
IFRS 17 Insurance CONtracts . .............cuuiuiiueunennnnnn. January 1, 2023
IFRS 17 (Amendment) Insurance Contracts . ..................... January 1, 2023
TAS 1 (Amendment) ‘Classification of liabilities as current or

NON-CUITENL . . o ottt e et e e e e e et e e e e e January 1, 2023
TAS 1 and IFRS Practice Statement 2 (Amendment) - Disclosure of

Accounting Policies .. ........ ... i January 1, 2023
IAS 8 (Amendment) - Definition of Accounting Estimates .......... January 1, 2023

Amendments to IFRS 4 - Extension of the Temporary Exemption from

ApplyingIFRS O . ... .o January 1, 2023
Amendments to IAS 12 - Deferred Tax related to Assets and Liabilities

arising from a Single Transaction Tax ........................ January 1, 2023
Amendment to IFRS 10 and IAS 28 regarding sales or contribution

assets between an investor and its associate or joint venture . ...... To be determined

According to the assessment made by the directors of the Company, these new and amended
standards are either not relevant to the Group or not significant to the financial performance and
positions of the Group when they become effective.

2.2 Subsidiaries
(a) Consolidation

Subsidiaries are all entities (including structured entities) over which the Group has control.
The Group controls an entity where the Group is exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability to affect those returns through its power to direct
the activities of the entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the date that control ceases.

Inter-company transactions, balances and unrealized gains on transactions between group
companies are eliminated. Unrealized losses are also eliminated unless the transaction provides
evidence of an impairment of the transferred asset. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the
consolidated statements of comprehensive loss, consolidated statements of changes in equity and
consolidated balance sheets respectively.
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(i) Subsidiaries controlled through contractual arrangements

In order to comply with the PRC laws and regulations which prohibit or restrict foreign control
of companies involved in provision of certain restricted businesses, in particular, Al data center
services, the Group operates its restricted businesses in the PRC through certain PRC operating
entities, whose equity interests are held by certain management members of the Group (“Individual
Shareholders”). The Group obtained control over certain PRC operating entities via a series of the
contractual arrangements signed (“Contractual Arrangements”) between certain directly or indirectly
held subsidiaries of the Company in the PRC, PRC operating entities operating the restricted
businesses (the “Consolidated Affiliated Entities”) and their respective Individual Shareholders. The
Contractual Arrangements, includes exclusive management and operation agreements, exclusive
option agreements, equity pledge agreements, entrustment agreements and powers of attorney, and
spouse undertakings which enables those directly or indirectly held subsidiaries of the Company and
the Group to:

. govern the financial and operating policies of the Consolidated Affiliated Entities;

. exercise Individual Shareholders’ voting rights of the Consolidated Affiliated Entities;

. exercise effective financial and operational control over of Consolidated Affiliated
Entities;
. receive substantially all of the economic interest returns generated by the Consolidated

Affiliated Entities in consideration for the technical and consulting services provided by
certain PRC operating entities;

. obtain an irrevocable and exclusive right to purchase all or part of the equity interests in
the Consolidated Affiliated Entities from the Individual Shareholders at a minimum
purchase price permitted under the PRC laws and regulations and any proceeds from the
transfer and any residual interests in the Consolidated Affiliated Entities shall be remitted
to the Group immediately; and

. obtain a pledge over the entire equity interests of the Consolidated Affiliated Entities
from their Individual Shareholders as collaterals to secure the payment obligations of all
of the Consolidated Affiliated Entities’ payments due to the Group and to secure
performance of the Consolidated Affiliated Entities’ obligation under Contractual
Arrangements.

As a result of the Contractual Arrangements, the Group has rights to exercise power over the
Consolidated Affiliated Entities and their respective subsidiaries, receive variable returns from its
involvement with the Consolidated Affiliated Entities and their respective subsidiaries and has the
ability to affect those returns through its power over the Consolidated Affiliated Entities and their
respective subsidiaries. Therefore, the Company is considered to control the Consolidated Affiliated
Entities and their respective subsidiaries. Consequently, the Company regards the Consolidated
Affiliated Entities and their respective subsidiaries as consolidated entities of the Company under
IFRS. The Group has included the financial positions and results of the Consolidated Affiliated
Entities in the consolidated financial statements during the Track Record Period.
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Nevertheless, the Contractual Arrangements may not be as effective as direct legal ownership
in providing the Group with direct control over the Consolidated Affiliated Entities and their
respective subsidiaries and such uncertainties presented by the PRC legal system could impede the
Group’s beneficiary rights of the results, assets and liabilities of the Consolidated Affiliated Entities
and their respective subsidiaries. The directors of the Company, based on the advice of its legal
counsel, consider that the Contractual Arrangements are in compliance with the relevant PRC laws
and regulations and are legally binding and enforceable.

(ii) Business combinations

The acquisition method of accounting is used to account for all business combinations, other
than business combination under common control, regardless of whether equity instruments or other
assets are acquired. The consideration transferred for the acquisition of a subsidiary comprises the:

. fair values of the assets transferred;

. liabilities incurred to the former owners of the acquired business;

. equity interests issued by the Group;

. fair value of any asset or liability resulting from a contingent consideration arrangement;
and
. fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the acquisition
date. The Group recognizes any non-controlling interest in the acquired entity on an
acquisition-by-acquisition basis either at fair value or at the non-controlling interest’s proportionate
share of the acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred, amount of any non-controlling interest in the
acquired entity, and acquisition-date fair value of any previous equity interest in the acquired entity
over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts
are less than the fair value of the net identifiable assets of the business acquired, the difference is
recognized directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the
future are discounted to their present value as at the date of exchange. The discount rate used is the
entity’s incremental borrowing rate, being the rate at which a similar borrowing could be obtained
from an independent financier under comparable terms and conditions.
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Contingent consideration is classified either as equity or a financial liability. Amounts
classified as a financial liability are subsequently remeasured to fair value, with changes in fair
value recognized in profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’s previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date. Any gains or losses arising from such remeasurement are recognized in profit or
loss, unless the previous held investment is equity investment designated as FVOCI.

Business combinations under common control

The Historical Financial Information incorporates the financial statement of the entities in
which the common control combination occurs as if they had been consolidated from the date when
the entities or businesses first came under the control of the controlling party.

The net assets of the combining entities or businesses are consolidated using the existing book
values from the controlling party’s perspective. No amount is recognized in consideration for
goodwill or excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over cost at the time of common control combination, to the
extent of the continuation of the controlling party’s interest.

The consolidated statements of comprehensive loss includes the results of each of the
combining entities or businesses from the earliest date presented or since the date when the
combining entities or businesses first came under the common control, where there is a shorter
period, regardless of the date of the common control combination.

A uniform set of accounting policies is adopted by those entities. All inter-company
transactions, balances and unrealized gains on transactions between combining entities or business
are eliminated on consolidation.

(b) Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct
attributable costs of investment. The results of subsidiaries are accounted for by the Company on the
basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend
from these investments if the dividend exceeds the total comprehensive loss of the subsidiary in the
period the dividend is declared or if the carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated financial statements of the investee’s net
assets including goodwill.
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2.3 Associates

Associates are all entities over which the Group has significant influence but not control or
joint control. This is generally the case where the Group holds between 20% and 50% of the voting
rights. Investments in associates are accounted for using the equity method of accounting (Notes 2.5
and 12), after initially being recognized at cost.

2.4 Joint arrangements

Under IFRS 11 Joint Arrangements, investments in joint arrangements are classified as either
joint operations or joint ventures. The classification depends on the contractual rights and
obligations of each investor, rather than the legal structure of the joint arrangement. The Group has
assessed the nature of its joint arrangement and determined it to be joint ventures. Interests in joint
ventures are accounted for using the equity method (see Note 2.5 below), after initially being
recognized at cost in the consolidated balance sheets.

2.5 Equity method

Under the equity method of accounting, the investments are initially recognized at cost and
adjusted thereafter to recognize the Group’s share of the post-acquisition profits or losses of the
investee in consolidated income statements, and the Group’s share of movements in other
comprehensive loss of the investee in other comprehensive loss. Dividends received or receivable
from associates and joint ventures are recognized as a reduction in the carrying amount of the
investment.

When the Group’s share of losses in an equity-accounted investment equals or exceeds its
interest in the entity, including any other unsecured long-term receivables, the Group does not
recognize further losses, unless it has incurred obligations or made payments on behalf of the other
entity.

Unrealized gains on transactions between the Group and its associates and joint ventures are
eliminated to the extent of the Group’s interest in these entities. Unrealized losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of equity accounted investees have been changed where necessary to ensure
consistency with the policies adopted by the Group.

The carrying amount of equity-accounted investments is tested for impairment in accordance
with the policy described in Note 2.11.

2.6 Changes in ownership interests

The Group treats transactions with non-controlling interests that do not result in a loss of
control as transactions with equity owners of the Group. A change in ownership interest results in an
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adjustment between the carrying amounts of the controlling and non-controlling interests to reflect
their relative interests in the subsidiary. Any difference between the amount of the adjustment to
non-controlling interests and any consideration paid or received is recognized in a separate reserve
within equity attributable to equity owners of the Company.

When the Group ceases to consolidate or equity account for an investment because of a loss of
control, any retained interest in the entity is remeasured to its fair value with the change in carrying
amount recognized in consolidated income statements. This fair value becomes the initial carrying
amount for the purposes of subsequently accounting for the retained interest as an associate or joint
venture or financial asset. In addition, any amounts previously recognized in other comprehensive
loss in respect of that entity are accounted for as if the Group had directly disposed of the related
assets or liabilities.

If the ownership interest in an associate or joint venture is reduced but significant influence is
retained, only a proportionate share of the amounts previously recognized in other comprehensive
loss are reclassified to consolidated income statements where appropriate.

2.7 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to
the chief operating decision-maker. The chief operating decision-maker, who is responsible for
allocating resources and assessing performance of the operating segments, has been identified as
executive directors of the Company that makes strategic decisions.

2.8 Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using
the currency of the primary economic environment in which the entity operates (the “functional
currency”). The Company’s functional currency is US Dollar (“USD”). The Company’s primary
subsidiaries were incorporated in the mainland China, Hong Kong, Japan and Singapore, and these
subsidiaries considered Renminbi (“RMB”), Hong Kong dollars (“HKD”), Japanese Yen (“JPY”) and
Singapore dollars (“SGD”) as their functional currency respectively. As the major operations of the
Group are within the mainland China, the Group determined to present its consolidated financial
statements in RMB.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates at the dates of the transactions or valuation where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation of
monetary assets and liabilities denominated in foreign currencies at year end exchange rates are
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generally recognized in profit or loss. They are deferred in equity if they relate to qualifying cash
flow hedges and qualifying net investment hedges or are attributable to part of the net investment in
a foreign operation.

Foreign exchange gains and losses that relate to borrowings are presented in the consolidated
income statements, within finance costs. All other foreign exchange gains and losses are presented in
the consolidated income statements on a net basis within “other (losses)/gains — net.”

Non-monetary items that are measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was determined. Translation differences on assets
and liabilities carried at fair value are reported as part of the fair value gain or loss. For example,
translation differences on non-monetary assets and liabilities such as equities held at fair value
through profit or loss are recognized in profit or loss as part of the fair value gain or loss and
translation differences on non-monetary assets such as equities classified as fair value through other
comprehensive loss are recognized in other comprehensive loss.

(¢) Group companies

The results and financial position of foreign operations (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency
are translated into the presentation currency as follows:

. assets and liabilities for each balance sheet presented are translated at the closing rate at
the date of that balance sheet;

. income and expenses for each statement of comprehensive loss are translated at average
exchange rates (unless this average is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in which case income and expenses
are translated at the rate on the dates of the transactions); and

. all resulting currency translation differences are recognized in other comprehensive loss.

On consolidation, exchange differences arising from the translation of any net investment in
foreign entities are recognized in other comprehensive income. When a foreign operation is sold, the
associated exchange differences are reclassified to profit or loss, as part of the gain or loss on sale.

2.9 Property, plant and equipment

Property, plant and equipment is stated at historical cost less depreciation and impairment
losses. Historical cost includes expenditure that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
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flow to the Group and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognized. All other repairs and maintenance are charged to the consolidated
statements of comprehensive loss during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their cost or revalued
amounts, net of their residual values, over their estimated useful lives or, in the case of leasehold
improvements, the shorter lease term as follows:

Buildings and facilities 20 years

Leasehold improvement Shorter of the lease terms or 3 years
Large-scale electronic equipment 5 years

Computer and related equipment 3 years

Office equipment and furniture 5 years

Transportation equipment and vehicles 4 years

Other equipment 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end
of each reporting year.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount (Note 2.11).

Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognized within “other (losses)/gains — net” in the consolidated income
statements.

2.10 Intangible assets

(a) Research and development expenditure

Research expenditure is recognized as an expense as incurred. Costs incurred on development
projects (relating to the design and testing of new and improved products) are recognized as
intangible assets when the following criteria are met:

. It is technically feasible to complete the software product so that it will be available for
use;

. Management intends to complete the software product and use or sell it;

. There is an ability to use or sell the software product;

. It can be demonstrated how the software product will generate probable future economic
benefits;
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. Adequate technical, financial and other resources to complete the development and to use
or sell the software product are available; and

. The expenditure attributable to the software product during its development can be
reliably measured.

Directly attributable costs that are capitalized as part of the software product include the
software development employee costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognized as an expense as
incurred. Development costs previously recognized as an expense are not recognized as an asset in a
subsequent period.

No research and development expenditures were capitalized during the Track Record Period.

(b) Patent

Separately acquired patents are shown at historical cost. They are amortized using the straight-
line method over their estimated finite useful life of 5 years and are subsequently carried at cost less
accumulated amortization and impairment losses.

(c) Trademarks

Separately acquired trademarks are shown at historical cost. Trademarks have a finite useful
life and are carried at cost less accumulated amortization. Amortization is calculated using the
straight-line method to allocate the cost of trademarks over their estimated useful lives of 10 years
respectively.

(d) Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to
acquire the specific software. These costs are amortized over the estimated useful lives of
2 — 3 years.

(e) Useful life

The useful lives of patent, trademarks and computer software are 5 years, 10 years and
2 — 3 years respectively. When determining the useful life, the Directors has taken into the account
the (i) estimated period that can bring economic benefits to the Group; (ii) the useful life estimated
by the comparable companies in the market.
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2.11 Impairment of non-financial assets

Intangible assets that have an indefinite useful life are not subject to amortization and are
tested annually for impairment, or more frequently if events or changes in circumstances indicate
that they might be impaired. Other assets are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash inflows which are largely independent of the cash inflows from other
assets or groups of assets (cash-generating units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal of the impairment at the end of each
reporting period.

2.12 Investments and other financial assets

(a) Classification

The Group classifies its financial assets in the following measurement categories:

. those to be measured subsequently at fair value (either through OCI, or through profit or
loss); and
. those to be measured at amortized cost.

The classification depends on the entity’s business model for managing the financial assets and
the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or
OCI. For investments in equity instruments that are not held for trading, this will depend on whether
the Group has made an irrevocable election at the time of initial recognition to account for the equity
investment at fair value through other comprehensive loss (FVOCI).

The Group reclassifies debt investments when and only when its business model for managing
those assets changes.

(b) Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on
which the Group commits to purchase or sell the asset. Financial assets are derecognized when the
rights to receive cash flows from the financial assets have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership.
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(¢c) Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or loss (FVPL), transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining
whether their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for
managing the asset and the cash flow characteristics of the asset. There are three measurement
categories into which the Group classifies its debt instruments:

. Amortized cost: Assets that are held for collection of contractual cash flows where those
cash flows represent solely payments of principal and interest are measured at amortized
cost. Interest income from these financial assets is included in finance income using the
effective interest rate method. Any gain or loss arising on derecognition is recognized
directly in profit or loss and presented in “other (losses)/gains — net”, together with
foreign exchange gains and losses. Impairment losses are presented as separate line item
in the consolidated income statements.

. FVOCI: Assets that are held for collection of contractual cash flows and for selling the
financial assets, where the assets’ cash flows represent solely payments of principal and
interest, are measured at FVOCI. Movements in the carrying amount are taken through
OCI, except for the recognition of impairment gains or losses, interest income and foreign
exchange gains and losses which are recognized in profit or loss. When the financial asset
is derecognized, the cumulative gain or loss previously recognized in OCI is reclassified
from equity to profit or loss and recognized in “other (losses)/gains — net.” Interest
income from these financial assets is included in “finance income” using the effective
interest rate method. Foreign exchange gains and losses are presented in “other (losses)/
gains — net” and impairment losses are presented as separate line item in the consolidated
income statements.

. FVPL: Assets that do not meet the criteria for amortized cost or FVOCI are measured at
FVPL. A gain or loss on a debt investment that is subsequently measured at FVPL is
recognized in profit or loss and presented net within “other (losses)/gains — net” in the
period in which it arises.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group’s
management has elected to present fair value gains and losses on equity investments in OCI, there is
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no subsequent reclassification of fair value gains and losses to profit or loss following the
derecognition of the investment. Dividends from such investments continue to be recognized in
profit or loss as “other income” when the Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognized in “other (losses)/gains —
net” in the consolidated income statements as applicable. Impairment losses (and reversal of
impairment losses) on equity investments measured at FVOCI are not reported separately from other
changes in fair value.

(d) Impairment

The Group assesses on a forward-looking basis the expected credit losses associated with its
debt instruments carried at amortized cost. The impairment methodology applied depends on whether
there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which
requires expected lifetime losses to be recognized from initial recognition of the receivables.

2.13 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognized amounts and there is an intention to settle
on a net basis or realize the asset and settle the liability simultaneously. The legally enforceable
right must not be contingent on future events and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy of the Group or the counterparty.

2.14 Inventories

Inventories are referred to purchased hardware and components and contract fulfillment cost.
Inventories are stated at the lower of cost and net realizable value. Cost is determined on weighted
average basis. Net realizable value is the estimated selling price in the ordinary course of business,
less the estimated costs of completion and applicable variable selling expenses.

2.15 Trade and other receivables

Trade and other receivables are amounts due from customers for software and hardware sold or
services performed in the ordinary course of business. If collection of trade and other receivables is
expected in one year or less (or in the normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as non-current assets.

Trade and other receivables are recognized initially at the amount of consideration that is
unconditional unless they contain significant financing components, when they are recognized at fair
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value. The Group holds the trade and other receivables with the objective to collect the contractual
cash flows and therefore measures them subsequently at amortized cost using the effective interest
method. See Note 23 for further information about the Group’s accounting for trade and other
receivables and Note 3.1(b) for a description of the Group’s impairment policies.

2.16 Cash and cash equivalents

For the purpose of presentation in the consolidated statements of cash flows, cash and cash
equivalents includes cash on hand, deposits held at call with financial institutions, other short-term,
highly liquid investments with original maturities of three months or less that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value.

Cash restricted for guaranteed deposits for bank borrowings or issuance of notes payables or
other purpose were included in the restricted cash on the consolidated balance sheets.

Bank deposits with initial terms of over three months were included in the term deposits on the
consolidated balance sheets.

2.17 Share capital

Ordinary shares and non-redeemable participating preference shares are classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

2.18 Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in
the ordinary course of business from suppliers. Trade and other payables are classified as current
liabilities if payment is due within one year or less (or in the normal operating cycle of the business
if longer). If not, they are presented as non-current liabilities.

Trade and other payables are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method.

2.19 Borrowings

Borrowings are initially recognized at fair value, net of transaction costs incurred. Borrowings
are subsequently measured at amortized cost. Any difference between the proceeds (net of
transaction costs) and the redemption amount is recognized in profit or loss over the period of the
borrowings using the effective interest method. Fees paid on the establishment of loan facilities are
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recognized as transaction costs of the loan to the extent that it is probable that some or all of the
facility will be drawn down. In this case, the fee is deferred until the draw down occurs. To the
extent there is no evidence that it is probable that some or all of the facility will be drawn down, the
fee is capitalized as a prepayment for liquidity services and amortized over the period of the facility
to which it relates.

Borrowings are removed from the balance sheet when the obligation specified in the contract is
discharged, canceled or expired. The difference between the carrying amount of a financial liability
that has been extinguished or transferred to another party and the consideration paid, including any
non-cash assets transferred or liabilities assumed, is recognized in profit or loss as “other income” or
“finance costs.”

Borrowings are classified as current liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months after the end of the reporting period.

2.20 Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are capitalized during the period of time that is
required to complete and prepare the asset for its intended use or sale. Qualifying assets are assets
that necessarily take a substantial period of time to get ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization.

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

2.21 Financial instruments

(a) Convertible redeemable preferred shares (“Preferred Shares”)

Holders of Series A-1, Series A-2, Series B-1, Series B-2, Series B-3, Series C-1, Series C-2,
Series C+, Series C++, Series C-Prime, Series D and Series D+ Preferred Shares issued by the
Company are redeemable upon occurrence of certain future events. These instruments can also be
converted into ordinary shares of the Company at the option of the holders, or automatically upon
occurrence of an initial public offering (“IPO”) of the Company, or when agreed by majority of the
preferred shareholders as detailed in Note 30.

The Group designated the Preferred Shares as financial liabilities at fair value through profit or
loss. They are initially recognized at fair value. Any directly attributable transaction costs are
recognized as “finance costs” in profit or loss. Subsequent to initial recognition, the Preferred Shares
are carried at fair value with changes in fair value recognized in profit or loss, except for the portion
attributable to own credit risk change that should be charged to other comprehensive income.
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The Preferred Shares were classified as non-current liabilities unless the Preferred Shares
holders can demand the Company to redeem the Preferred Shares within 12 months after the end of
the reporting period.

(b) Warrant liability

Warrant liability arises from the warrant granted by the Company under which the holders have
the rights to subscribe for the Company’s Preferred Shares at a predetermined price during a specific
period.

Warrant liability is initially recognized at fair value on the date a warrant contract is entered
into and are subsequently re-measured to their fair value at the end of each reporting period.

(c) Convertible liabilities

Part of the Preferred Shares’ investors did not complete the necessary administrative
procedures to subscribe for the Preferred Shares to be issued by the Company. Such right to
subscribe for the Preferred Shares is accounted for as convertible liabilities and classified as
non-current liabilities.

The convertible liabilities are accounted for in their entirety at fair value through profit or loss,
with fair value changes recognized in profit or loss and presented as “fair value losses of preferred
shares and other financial liabilities” in the consolidated income statements, except for the portion
attributable to credit risk change that should be charged to other comprehensive income. The
convertible liabilities are classified as non-current liabilities unless the Company has an obligation
to settle the liability within 12 months after the end of the reporting period.

(d) Put option liability

Put option liability represents the put option granted to a non-controlling shareholder of the
Group which the non-controlling shareholder could sell its equity interest to the Group at a pre-
agreed price on the occurrence of some certain events. The put option liability is measured at
amortised cost.

2.22 Income tax expense

(a) Current income tax

The income tax expense or credit for the period is the tax payable on the current period’s
taxable income based on the applicable income tax rate for each jurisdiction adjusted by changes in
deferred tax assets and liabilities attributable to temporary differences and to unused tax losses.
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The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet dates in the countries where the Company’s subsidiaries
and associates and joint ventures operate and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in which applicable tax regulation
is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

(b) Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, deferred tax liabilities are not recognized if they arise from the initial
recognition of goodwill. Deferred income tax is also not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantially enacted by the end of
the reporting period and are expected to apply when the related deferred income tax asset is realized
or the deferred income tax liability is settled.

Deferred tax assets are recognized only if it is probable that future taxable amounts will be
available to utilize those temporary differences and losses.

Deferred tax liabilities and assets are not recognized for temporary differences between the
carrying amount and tax bases of investments in foreign operations where the Group is able to
control the timing of the reversal of the temporary differences and it is probable that the differences
will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets and liabilities and when the deferred tax balances relate to the same taxation
authority. Current tax assets and tax liabilities are offset where the entity has a legally enforceable
right to offset and intends either to settle on a net basis, or to realize the asset and settle the liability
simultaneously.

Current and deferred tax is recognized in consolidated income statements, except to the extent
that it relates to items recognized in other comprehensive loss or directly in equity. In this case, the
tax is also recognized in other comprehensive loss or directly in equity, respectively.

2.23 Employee benefits

(a) Pension obligations

In accordance with the rules and regulations in the PRC, the PRC based employees of the
Group participate in various defined contribution retirement benefit plans organized by the relevant
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municipal and provincial governments in the PRC under which the Group and the employees are
required to make monthly contributions to these plans calculated as a percentage of the employees’
salaries, subject to certain ceiling. The municipal and provincial governments undertake to assume
the retirement benefit obligations of all existing and future retired PRC based employees payable
under the plans described above. Other than the monthly contributions, the Group has no further
obligation for the payment of retirement and other postretirement benefits of its employees. The
assets of these plans are held separately from those of the Group in an independent fund managed by
the PRC government. The Group’s contributions to these plans are expensed as incurred.

The Group entities in Hong Kong have arranged for its Hong Kong employees to join the
Mandatory Provident Fund Scheme (the “MPF”), a defined contribution plan. Under the MPF, the
Group entities in Hong Kong and their Hong Kong employees make monthly contributions to the
scheme at 5% of the employees’ earnings as defined under the Mandatory Provident Fund
legislation, subject to a cap of HKD1,500 per month, and any excess contributions are voluntary.

The Group has no further material obligation for post-retirement benefits beyond the
contributions made.

(b) Housing funds, medical insurances and other social insurances

The PRC employees of the Group are entitled to participate in various government-supervised
housing funds, medical insurance and other employee social insurance plan. The Group contributes
on a monthly basis to these funds based on certain percentages of the salaries of the employees,
subject to certain ceiling. The Group’s liability in respect of these funds is limited to the
contributions payable in each period.

(¢c) Short-term obligation

Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leave
that are expected to be settled wholly within 12 months after the end of the period in which the
employees render the related service are recognized in respect of employees’ services up to the end
of the reporting period and are measured at the amounts expected to be paid when the liabilities are
settled. The liabilities are presented as current employee benefit obligations in the consolidated
balance sheets.

(d) Employee leave entitlement

Employee entitlement to annual leave are recognized when they have accrued to employees. A
provision is made for the estimated liability for annual leave as a result of services rendered by
employees up to the balance sheet date. Employees entitlement to sick leave and maternity leave are
not recognized until the time of leave.

(e) Bonus plan

The expected cost of bonuses is recognized as a liability when the Group has a present legal or
constructive obligation for payment of bonus as a result of services rendered by employees and a
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reliable estimate of the obligation can be made. Liabilities for bonus plans are expected to be settled
within 1 year and are measured at the amounts expected to be paid when they are settled.

(f) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Group recognizes termination benefits at the earlier of the following dates:
(a) when the Group can no longer withdraw the offer of those benefits; and (b) when the entity
recognizes costs for a restructuring that is within the scope of IAS 37 and involves the payment of
termination benefits. In the case of an offer made to encourage voluntary redundancy, the
termination benefits are measured based on the number of employees expected to accept the offer.
Benefits falling due more than 12 months after the end of the reporting period are discounted to their
present value.

2.24 Share-based compensation expense

The Group operates an equity-settled, share-based compensation plan, under which the entity
receives services from employees as consideration for equity instruments of the Group. The fair
value of the employee services received in exchange for the grant of equity instruments (options) is
recognized as an expense on the consolidated financial statements. The total amount to be expensed
is determined by reference to the fair value of the equity instruments (options) granted:

. including any market performance conditions (for example, an entity’s share price);

. excluding the impact of any service and non-market performance unlocking conditions
(for example, profitability, sales growth targets and remaining an employee of the entity
over a specified time period); and

. including the impact of any lock-up period conditions (for example, the requirement for
employees to save or holding shares for a specified time period after the vesting period).

The total expense is recognized over the vesting period, which is the period over which all of
the specified vesting conditions are to be satisfied. At the end of each reporting period, the Group
revises its estimates of the number of options that are expected to vest based on the non-marketing
performance and service conditions. It recognizes the impact of the revision to original estimates, if
any, in the consolidated income statements, with a corresponding adjustment to equity.

In addition, in some circumstances, employees may provide services in advance of the grant
date and therefore the grant date fair value is estimated for the purposes of recognizing the expense
during the period between service commencement date and grant date.

Where there is any modification of terms and conditions which increases the fair value of the
equity instruments granted, the Group includes the incremental fair value granted in the
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measurement of the amount recognized for the services received over the remainder of the vesting
period. The incremental fair value is the difference between the fair value of the modified equity
instrument and that of the original equity instrument, both estimated as at the date of the
modification. An expense based on the incremental fair value is recognized over the period from the
modification date to the date when the modified equity instruments vest in addition to any amount in
respect of the original instrument, which should continue to be recognized over the remainder of the
original vesting period.

2.25 Provision

Provisions for service warranties are recognized when the Group has a present legal or
constructive obligation as a result of past events, it is probable that an outflow of resources will be
required to settle the obligation and the amount can be reliably estimated. Provisions are not
recognized for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognized even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation at the end of the reporting period. The discount rate used to
determine the present value is a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the liability. The increase in the provision due to the
passage of time is recognized as interest expense.

2.26 Revenue recognition

Revenue is recognized when or as the control of the goods or services is transferred to a
customer. Depending on the terms of the contract and the laws that apply to the contract, control of
the goods and services may be transferred over time or at a point in time. Control of the goods and
services is transferred over time if the Group’s performance:

. provides all of the benefits received and consumed simultaneously by the customer;
. creates and enhances an asset that the customer controls as the Group performs; or
. does not create an asset with an alternative use to the Group and the Group has an

enforceable right to payment for performance completed to date.

If control of the goods and services transfers over time, revenue is recognized over the period
of the contract by reference to the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognized at a point in time when the customer obtains control of
the goods and services.
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Contracts with customers may include multiple performance obligations. For such
arrangements, the Group allocates revenue to each performance obligation based on its relative
standalone selling price. The Group generally determines standalone selling prices based on the
prices charged to customers. If the standalone selling price is not directly observable, it is estimated
using expected cost plus a margin or adjusted market assessment approach, depending on the
availability of observable information. Assumptions and estimations have been made in estimating
the relative selling price of each distinct performance obligation, and changes in judgments on these
assumptions and estimates may impact the revenue recognition.

A contract asset is the Group’s right to consideration in exchange for goods and services that
the Group has transferred to a customer. A receivable is recorded when the Group has an
unconditional right to consideration. A right to consideration is unconditional if only the passage of
time is required before payment of that consideration is due.

If a customer pays consideration or the Group has a right to an amount of consideration that is
unconditional, before the Group transfers a good or service to the customer, the Group presents the
contract liability when the payment is made or a receivable is recorded (whichever is earlier). A
contract liability is the Group’s obligation to transfer goods or services to a customer for which the
Group has received consideration (or an amount of consideration is due) from the customer.

The revenue is measured at the transaction price agreed under the contract. Amounts disclosed
as revenue are net of return, trade allowances and amounts collected on behalf of third parties. In
those agreements where the transaction with period between the transfer of the promised goods or
services to the customer and payment by the customer exceeds one year, revenue is measured at
transaction prices adjusted for the time value of money. The variable consideration is estimated by
applying the most likely amount method. For sales- or usage-based royalties that are attributable to a
license of intellectual property, the amount is recognized at the later of: 1) when the subsequent sale
or usage occurs; and 2) the satisfaction or partial satisfaction of the performance obligation to which
some or all of the sales- or usage-based royalty has been allocated.

The accounting policy for the Group’s principal revenue sources
(i) Sales of advanced Al software

The Group uses the models trained on its own platform to develop advanced Al software. The
Al software normally includes software platform, software license or plug-and-play software
development kits (“SDKs”). In some industries and verticals, the AI software is separately sold,
which is a single performance obligation for these contracts. Revenue is recognized at a point in time
when AI software is delivered to the customer’s designated place, inspected and accepted by the
customer because the software has standalone functionality and the customer can use the software as
it is available at a point in time. For development and sales of AI software, the Group also provides
related maintenance and upgrade services for a specific period (normally 1-3 years after the
customer’s acceptance) after sale as stipulated in the same contract. These maintenance and upgrade
services are provided to maintain and improve the effectiveness of the software and therefore are
accounted for as a separate performance obligation. Revenue from provision of maintenance and
upgrade services is deferred recognized over the service period. A contract liability is recognized for
advances from the customer in which revenue has not yet been recognized.
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(i1) Sales of AI software platform and related services

Al software platform and related services consist primarily of deployment of AI software,
software-embedded hardware and hardware infrastructures, provision of integration services and
standard warranty services. The Group delivers Al software platform and related services for
projects with cities and business enterprises. These Al software platform and related services are
provided through integrating the Al software, hardware infrastructures and services, all of which are
highly interdependent and interrelated with each other and represent multiple inputs to a combined
output that is transferred to the customer. Accordingly, the AI software platform and related
services, i.e. the integrated solution, is accounted for as a single performance obligation. Certain
sales contracts contain provision of extended maintenance and upgrade services which are
considered as a separate performance obligation.

Revenue is recognized at a point in time when the Al software platform and related services are
delivered to the customer’s designated place, inspected and accepted by the customer. Certain sales
contracts that the Group provides a total solution of which, revenue is recognized over time since the
performance does not create an asset with an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to date. Such revenue is recognized based
on the progress towards complete satisfaction in the contracts using input method which is
determined as the proportion of the costs incurred for the work performed to date relative to the
estimated total costs to complete the contract, to the extent that the amount can be measured reliably
and its recovery is considered probable.

Input method requires the Group make estimates of costs to complete its projects on an ongoing
basis. Significant judgment is required to evaluate assumptions related to these estimates. The effect
of revisions to estimates related to the transaction price or costs to complete a project are recorded in
the period in which the estimate is revised.

The stand-alone selling price for the performance obligation of the Al software platform and
related services and extended maintenance and upgrade services are generally observable directly.
The transaction price will be allocated to each performance obligation based on the standalone
selling prices.

(iii) Sales of Al software-embedded hardware

The Group also provides software-embedded in various forms of hardware, ranging from
servers to personal devices. These sales contract generally has a single performance obligation.
Revenue is recognized at a point in time when Al software-embedded hardware is delivered to the
customer’s designated place, inspected and accepted by the customer.

(iv) Research and development services

Research and development services consist primarily of the provision of research and
development services for healthcare industry customers and automotive industry customers. Revenue
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is recognized upon the transfer of control, over time or at a point in time, depending on the nature of
the arrangements.

(v) Gross vs. net determination in revenue recognition

The determination of whether revenue should be reported on a gross or net basis is based on an
assessment of whether the Group is acting as the principal or an agent in the transactions. If the
Group provides significant integration service to the hardware and is responsible for the overall
management of the contract, the Group is the principal in the transaction and recognizes revenue in
the gross amount of consideration to which it is entitled from the customer.

The Group reports the amount received from the customers and the amounts paid to the
suppliers related to these transactions on a net basis if the Group is not primarily obligated in a
transaction, does not generally bear the inventory risk and does not have the ability to establish the
price.

Significant judgments have been made in determining whether the Group acts as a principal or
an agent in the sales transactions. Changes in judgments could materially impact the amounts of
revenue recognized. Refer to Note 4.4(ii).

2.27 Interest income

Interest income from financial assets at FVPL is included in the net fair value gains/(losses) on
these assets, see Note 9 below. Interest income on financial assets at amortized cost and financial
assets at FVOCI calculated using the effective interest method is recognized in profit or loss as part
of other income.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset except for financial assets that subsequently become credit-impaired. For
credit-impaired financial assets, the effective interest rate is applied to the net carrying amount of
the financial asset (after deduction of the loss allowance).

Interest income is presented as finance income where it is earned from financial assets that are
held for cash management purposes, see Note 10 below. Any other interest income is included in
“other income.”

2.28 Government grants

Grants from the government are recognized at their fair value where there is a reasonable
assurance that the grant will be received and the Group will comply with all attached conditions.
Note 37 provides further information on how the Group accounts for government grants.

Government grants relating to costs are deferred and recognized in the profit or loss over the
period necessary to match them with the costs that they are intended to compensate.
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Government grants relating to certain research and development projects are included in
non-current liabilities as deferred revenue and are credited to profit or loss on a straight-line basis
over the expected lives of the related assets.

2.29 Dividend income

Dividends are received from financial assets measured at FVPL. Dividends are recognized as
other income in profit or loss when the right to receive payment is established. This applies even if
they are paid out of pre-acquisition profits, unless the dividend clearly represents a recovery of part
of the cost of an investment.

2.30 Dividend distribution

Provision is made for the amount of any dividend declared, being appropriately authorized and
no longer at the discretion of the entity, on or before the end of the reporting period but not
distributed at the end of the reporting date.

2.31 Leases

The Group leases properties and offices and land use right as lessee. Rental contracts are
typically made for fixed periods of 1 to 50 years but may have extension options as described below.
Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions.

Leases are recognized as a right-of-use asset and a corresponding liability at the date at which
the leased asset is available for use by the Group.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives
receivable;
. variable lease payment that are based on an index or a rate, initially measured using the

index or rate as at the commencement date;

. amounts expected to be payable by the Group under residual value guarantees;

. the exercise price of a purchase option if the Group is reasonably certain to exercise that
option; and

. payments of penalties for terminating the lease, if the lease term reflects the Group

exercising that option.
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Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate
cannot be readily determined, which is generally the case for leases in the Group, the lessee’s
incremental borrowing rate is used, being the rate that the individual lessee would have to pay to
borrow the funds necessary to obtain an asset of similar value to the right-of-use asset in a similar
economic environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the Group:

. where possible, uses recent third-party financing received by the individual lessee as a
starting point, adjusted to reflect changes in financing conditions since third party
financing was received;

. uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk
for leases held by the Group, which does not have recent third party financing; and

. makes adjustments specific to the lease, e.g. term, country, currency and security.

Lease payments are allocated between principal and finance cost. The finance cost is charged to
profit or loss over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability;

. any lease payments made at or before the commencement date less any lease incentives
received;

. any initial direct costs; and

. restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset’s useful life and the
lease term on a straight-line basis. If the Group is reasonably certain to exercise a purchase option,
the right-of-use asset is depreciated over the underlying asset’s useful life.

Payments associated with short-term leases and all leases of low-value assets are recognized on
a straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of
12 months or less. Low-value assets comprise IT equipment and small items of office furniture.
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Lease income from operating leases where the Group is a lessor is recognized in income on a
straight line basis over the lease term. Initial direct costs incurred in obtaining an operating lease are
added to the carrying amount of the underlying asset and recognized as expense over the lease term
on the same basis as lease income. The respective leased assets are included in the balance sheet
based on their nature.

2.32 Loss per share

(i) Basic loss per share

Basic loss per share is calculated by dividing:

. the loss attributable to owners of the Company, excluding any costs of servicing equity
other than ordinary shares; and

. by the weighted average number of ordinary shares outstanding during the financial year/
period, adjusted for bonus elements in ordinary shares issued during the year/period and
excluding treasury shares.

(ii) Diluted loss per share

Diluted loss per share adjusts the figures used in the determination of basic loss per share to
take into account:

. the after-income tax effect of interest and other financing costs associated with dilutive
potential ordinary shares; and

. the weighted average number of additional ordinary shares that would have been
outstanding assuming the conversion of all dilutive potential ordinary shares.

3 Financial risk management

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk, cash flow and fair value interest rate risk and price 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. Risk
management is carried out by the senior management of the Group.
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(a) Market risk
(i) Foreign exchange risk

Foreign exchange risk arises when future commercial transactions or recognized assets and
liabilities are denominated in a currency that is not the group entities’ functional currency. The
Company’s functional currency is USD. The Company’s primary subsidiaries were incorporated in
the mainland China, Hong Kong, Japan and Singapore, these subsidiaries considered RMB, HKD,
JPY and SGD as their functional currency, respectively.

The Group is primarily exposed to changes in RMB/USD exchange rates. As at December 31,
2018, 2019 and 2020 and June 30, 2021, if USD had strengthened/weakened by 10% against RMB
with all other variables held constant, the Group’s net loss for the year/period would have been
RMB909,853,000, RMB997,935,000, RMB806,174,000, and RMB1,304,160,000 higher/lower as a
result of foreign exchange gains/losses on translation of USD denominated cash and cash
equivalents, restricted cash, trade and other receivables, trade and other payables.

In 2020, the Group entered into certain foreign exchange forward contract to hedge the foreign
exchange risk between USD and RMB. These contracts were not qualified for hedge accounting and
the loss were recorded in “other (losses)/gains - net” (Note 9).

(ii) Cash flow and fair value interest rate risk

Except for cash and cash equivalents, restricted cash, term deposits (Note 27), structured
deposits (Note 26(c)) and long-term receivables (Note 24), the Group has no significant interest-
bearing assets. The Group’s income and operating cash flows are substantially independent of
changes in market interest rates.

The Group’s interest-rate risk mainly arises from borrowings. Borrowings obtained at variable
rates expose the Group to cash flow interest-rate risk. Borrowings obtained at fixed rates expose the
Group to fair value interest-rate risk. The interest rates and terms of repayments of borrowings are
disclosed in Note 36. The Group did not use any interest rate swap contracts or other financial
instruments to hedge against its interest rate risk for the Track Record Period. Management will
continue to monitor interest rate risk exposure and will consider hedging significant interest rate risk
exposure should the need arises. In addition to borrowings, the long-term payables and preferred
shares issued to the investors of the Group expose the Group to fair value interest risk.

As at December 31, 2018, 2019 and 2020 and June 30, 2021, if the Group’s interest rates on
borrowings obtained at variable rates had been higher/lower by 5%, the net loss for the year/period
would have been RMB859,000, RMB1,825,000, RMB212,000 and RMB225,000 higher/lower as a
result of higher/lower interest expenses on floating rate borrowings.

The long-term receivables of the Group expose the Group to fair value interest risk. Please
refer to Note 24 for the fair value of long-term receivables.

The fair value of long-term payables of the Group was disclosed in Note 32(b).
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The preferred shares issued to the investors of the Group expose the Group to fair value interest
rate risk before conversion into ordinary shares. Please refer to Note 30 for the fair value of these
investments.

(iii) Price risk

The Group is exposed to equity price risk mainly arising from investments held by the Group
that are classified as FVPL (Note 26). The investments are made either for strategic purposes, or for
the purpose of achieving investment yield and balancing the Group’s liquidity level simultaneously.
Each investment is managed by senior management of the Group on a case by case basis.

Sensitivity analysis is performed by management to assess the exposure of the Group’s
financial results to equity price risk of financial assets at FVPL at the end of each reporting period.
If prices of the respective instruments held by the Group had been 5% higher/lower as at
December 31, 2018, 2019, 2020 and June 30, 2021, loss for the year/period would have been
RMB13,734,000, RMB12,236,000, RMB49,595,000, RMB56,049,000 lower/higher as a result of
gains/losses on financial assets at FVPL.

(b) Credit risk

Credit risk arises from cash and cash equivalents, restricted cash, term deposits, structured
deposits, as well as trade receivables and contract assets, other receivables, amount due from related
party and preferred shareholders. The carrying amount of each class of the above financial assets
represents the Group’s maximum exposure to credit risk in relation to the corresponding class of
financial assets.

Risk Management

To manage this risk, cash and cash equivalents, restricted cash, term deposits, structured
deposits and interest receivables are mainly placed with reputable commercial banks which are all
high-credit-quality financial institutions all over the world.

To manage risk arising from trade receivables, the Group has policies in place to ensure that
credit terms are made to counterparties with an appropriate credit history and management performs
ongoing credit evaluations of the counterparties. The credit period granted to the customers is
usually around 90 to 270 days and the credit quality of these customers is assessed, which takes into
account their financial position, past experience and other factors. In view of the sound collection
history of receivables due from them, to measure the expected credit losses, trade receivables have
been grouped based on shared credit risk characteristics and aging. Trade receivables are written off
when there is no reasonable expectation of recovery. Impairment losses on trade receivables are
presented as net impairment losses within operating profit. Subsequent recoveries of amounts
previously written off are credited against the same line item.
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For other financial assets carried at amortized cost (excluding prepaid listing expenses, input
VAT to be deducted and prepayments), management makes periodic collective assessments as well
as individual assessment on the recoverability of other receivables based on historical settlement
records and past experiences.

The entity is also exposed to credit risk in relation to debt investments that are measured at fair
value through profit or loss. The maximum exposure at the end of the reporting period is the carrying
amount of these investments.

Impairment of financial assets

The Group has four types of financial assets that are subject to the expected credit loss model:

. cash and cash equivalents, restricted cash, term deposits and structured deposits;

. trade receivables and contract assets (including notes receivables and long-term
receivables);

. amount due from preferred shareholders; and

. other receivables.

(i) Cash and cash equivalents, restricted cash, term deposits and structured deposits

To manage risk arising from cash and cash equivalents, restricted cash, term deposits and
structured deposits, the Group only transacts with state-owned or reputable financial institutions in
mainland China and reputable international financial institutions outside of mainland China. There
has been no recent history of default in relation to these financial institutions. These instruments are
considered to have low credit risk because they have a low risk of default and the counterparty has a
strong capacity to meet its contractual cash flow obligations in the near term. Cash and cash
equivalents, restricted cash and term deposits are also subject to the impairment requirements of
IFRS 9, while the identified impairment loss was immaterial.

(i1) Trade receivables and contract assets (including notes receivables and long-term
receivables)

The Group applies the IFRS 9 simplified approach to measure expected credit losses which uses
a lifetime expected loss allowance for all trade receivables and contract assets. To measure the
expected credit losses, trade receivables and contract assets (including notes receivables and long-
term receivables) have been grouped based on shared credit risk characteristics and aging.

The expected loss rates are based on the credit rating of counter parties and the payment
profiles of sales over a period of each reporting period and probability of default of counter parties
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on an ongoing basis throughout each reporting period. The historical loss rates are adjusted to reflect
current and forward-looking information on macroeconomic factors affecting the ability of the
customers to settle the receivables. The Group has identified the Gross Domestic Product (“GDP”) to
be the most relevant factor, and accordingly adjusts the historical loss rates based on expected
changes in these factors.

Details of the analysis refer to Note 23 for trade receivables (including notes receivables),
Note 5(f) for contract assets and Note 24 for long-term receivables.

(iii) Amount due from preferred shareholders

The main credit risk on amount due from preferred shareholders is limited because the
counterparties are professional institutional investors with high credit-ratings and are measured as
12-month expected credit losses. Details of the analysis refer to Note 25.

(iv) Other receivables

Other receivables mainly include refundable deposits, other receivables from third parties and
payments on behalf of customers and others. All of the Group’s financial assets at amortized cost are
measured as either 12-month expected credit losses or lifetime expected credit loss, depending on
whether there has been a significant increase in credit risk since initial recognition as described in
Note 23.

Trade and other receivables are written off when there is no reasonable expectation of recovery.

Impairment losses on trade and other receivables are presented as net impairment losses within
operating loss. Subsequent recoveries of amounts previously written off are credited against the
same line item.
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The movement of loss allowance for trade receivables and contract assets (including long-term
receivables and notes receivables), amount due form preferred shareholders and other receivables
during the years ended December 31, 2018, 2019, 2020 and the six months ended June 30, 2020 and
2021 are as below:

Trade receivables and

contract assets Amount due
(including notes from
receivables and long- preferred Other
term receivables) shareholders receivables Total
RMB’000 RMB’000 RMB’000 RMB’000

Opening loss allowance as at January 1,2018 ................. (50,120) (1,252) (747) (52,119)
Increase in loss allowance recognized in profit or loss during the

VAT oot (56,548) (1,295) (2,820) (60,663)
As at December 31, 2018 and January 1,2019 ................. (106,668) (2,547) (3,567)  (112,782)
(Increase)/decrease in loss allowance recognized in profit or loss

duringtheyear .............. ... . . il (117,519) 175 (160,778)  (278,122)
Currency translation differences ............ ... ... ... ... ... (6) — — 6)
As at December 31, 2019 and January 1,2020 . ................ (224,193) (2,372) (164,345)  (390,910)
Increase in loss allowance recognized in profit or loss during the

D2 S (428,731) (12,757) (80,558)  (522,046)
Receivables written off during the year as uncollectable ........... 4,776 — — 4,776
As at December 31, 2020 and January 1,2021 ................. (648,148) (15,129) (244,903)  (908,180)
(Increase)/decrease in loss allowance recognized in profit or loss

during theperiod .......... ... ... . il (179,377) 15,129 (14,402)  (178,650)
Receivables written off during the period as uncollectable ......... 9,645 — — 9,645
Currency translation differences ......... ... ... ... ... ... ... 10 — 54 64
Asat June 30,2021 . ... . ... .. (817,870) — (259,251) (1,077,121)
(Unaudited)
Asat January 1,2020 .. ... (224,193) (2,372) (164,345)  (390,910)
Increase in loss allowance recognized in profit or loss during the

period . ... (174,796) (1,534) (50,838)  (227,168)
Receivables written off during the period as uncollectable ......... 390 — — 390
Currency translation differences ............ ... ... ... ... ... 25) — 99) (124)
Asat June 30,2020 ... (398,624) (3,906) (215,282)  (617,812)

(¢) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents.
Due to the dynamic nature of the underlying businesses, the policy of the Group is to regularly
monitor the Group’s liquidity risk and to maintain adequate cash and cash equivalents to meet the
Group’s liquidity requirements.

The table below analyzes the Group’s financial liabilities into relevant maturity groupings
based on their contractual maturity date. The amounts disclosed in the table are the contractual
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undiscounted cash flows. Balances due within 12 months equal their carrying balances, as the impact

of discounting is not significant.

Between  Between
Less than 1 and 2 2and 5 Over 5
1 year years years years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At December 31, 2018
BOITOWINGS ..ottt 1,609,095 — — — 1,609,095
Lease liabilities .. ... ...ttt 149,069 131,075 228,683 — 508,827
Financial liabilities included in trade and other payables ................. 626,202 — — — 626,202
Amount due to preferred shareholders ......... ... ... ... ... ... . ... 494,744 — — — 494,744

2,879,110 131,075 228,683 — 3,238,868
At December 31, 2019
BOIrOWINgS . . ..ot 3,419,728 — — — 3,419,728
Lease labilities .. ... ..ot 147,845 135,604 171,962 — 455411
Financial liabilities included in trade and other payables ................. 2,661,610 — — — 2,661,610
Amount due to preferred shareholders ......................... ... ... 92,090 — — — 92,090
Other non-current liabilities ... ........... . .. i, — — 279,048 1,502 280,550

6,321,273 135,604 451,010 1,502 6,909,389
At December 31, 2020
BOITOWINGS . .t ottt e et e e e e e e e 615,000 44,272 161,585 309,392 1,130,249
Lease labilities . ... ...t 117,791 106,206 81,651 — 305,648
Long-term payables .. ...........iii i — 35,398 35,398 — 70,796
Financial liabilities included in trade and other payables ................. 1,246,216 — — — 1,246,216
Amount due to preferred shareholders ......... ... ... ... ... ... . ... 5,206,029 — — — 5,206,029
Other non-current liabilities .............. ... ... i, — — 260,996 — 260,996

7,185,036 185,876 539,630 309,392 8,219,934
At June 30, 2021
BOITOWINGS . .\ttt 227,633 48,216 163,657 281,171 720,677
Lease liabilities ... ... ...ttt 115,989 109,393 30,708 — 256,090
Long-term payables . .......... ... — 35,398 — — 35,398
Financial liabilities included in trade and other payables ................. 1,167,239 — — — 1,167,239
Other non-current liabilities .............. .. .. ... i, — — 258,404 — 258,404

1,510,861 193,007 452,769 281,171 2,437,808

3.2 Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue

as a going concern in order to provide returns for shareholders and benefits for other stakeholders

and to maintain an optimal capital structure to reduce the cost of capital.

The Group monitors capital (including share capital, other reserves and Preferred Shares on an

as-if-converted basis) by regularly reviewing the capital structure. As a part of this review, the
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Group considers the cost of capital and the risks associated with the issued share capital. The Group
may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new
shares or repurchase the Company’s shares. In the opinion of the directors of the Company, the
Group’s capital risk is low. As a result, capital risk is not significant for the Group and measurement
of capital management is not a tool currently used in the internal management reporting procedures
of the Group.

3.3 Fair value estimation

(a) Fair value hierarchy

This section explains the judgments and estimates made in determining the fair values of the
financial instruments that are recognized and measured at fair value in the consolidated financial
statements. 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 Level 2 Level 3 Total

RMB’000 RMB’000  RMB’000 RMB 000

As at December 31, 2018

Assets:

— Financial assets at FVPL . ... ... ... . . . 66,659 — 1,784,783 1,851,442

Liabilities:

— Preferred shares liabilities . . .. .. ... ... i — — 18,506,185 18,506,185

— Other financial Habilities . .. ... .. ...t e e — — 260,216 260,216

— — 18,766,401 18,766,401
Level 1 Level 2 Level 3 Total

RMB’000 RMB’000  RMB’000 RMB’000

As at December 31, 2019

Assets:

— Financial assets at FVPL . . ... ... .. . . 47,194 — 2,854,212 2,901,406

Liabilities:

— Preferred shares liabilities . . . ... ... .. . — — 27,105,669 27,105,669

— Other financial liabilities . . . . ... ... . . — — 7,735 7,735

— — 27,113,404 27,113,404
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Level 1 Level 2 Level 3 Total

RMB’000 RMB’000  RMB’000 RMB’000

As at December 31, 2020

Assets:

— Financial assets at FVPL . . . .. ... .. ... . . . 783,216 — 2,955,352 3,738,568

Liabilities:

— Preferred shares liabilities . . . ... ... i —_ — 50,185,657 50,185,657

— Other financial liabilities . . . . ... ... —_ —_ 14,005 14,005

— — 50,199,662 50,199,662
Level 1 Level 2 Level 3 Total

RMB’000 RMB’000  RMB’000 RMB’000

As at June 30, 2021

Assets:

— Financial assets at FVPL . . .. .. . 860,556 — 5,826,427 6,686,983

Liabilities:

— Preferred shares liabilities . . . ... ... . e — — 52,036,956 52,036,956

The Group’s policy is to recognize transfers into and transfers out of fair value hierarchy levels
as at the end of the reporting period.

Level 1: The fair value of financial instruments traded in active markets (such as publicly
traded derivatives, and trading 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. These instruments are included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market (for
example, over-the-counter derivatives) 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. This is the case for unlisted debt and equity investments.

(b) Valuation techniques used to determine fair values

Specific valuation techniques used to value financial instruments include:

. Quoted market prices or dealer quotes for similar instruments; and

. Other techniques, such as discounted cash flow analysis, are used to determine fair value
for the remaining financial instruments.
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There were no changes in valuation techniques during the Track Record Period.

During the year ended December 31, 2018, the investments in 360 DigiTech, Inc. and China
Building Materials Information Technology Co., Ltd. (*FEM (5 BT 5 H /A ) were transferred
out from level 3 to level 1 as the result of the initial public offering of these investments. For
transfers in and out of level 3 measurements see (c) below.

The fair value of trade and other receivables, amount due from preferred shareholders, term
deposits, restricted cash, and cash and cash equivalents approximated to their carrying amounts. The
fair value of long-term receivables was disclosed in Note 24.

The fair value of trade and other payables, current borrowings, amount due to preferred
shareholders approximated to their carrying amounts. The fair value of non-current borrowings was
disclosed in Note 36.
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(c) Fair value measurements using significant unobservable inputs (level 3)

The following table presents the changes in level 3 items including current and non-current
financial assets at fair value through profit or loss for the years ended December 31, 2018, 2019 and
2020 and six months ended June 30, 2021:

Financial assets at FVYPL

RMB’000
At January 1, 2008 . . ..o 297,789
ACQUISILIONS . . ..ottt ettt e e e e 2,572,120
DISPOSALS . .o (1,136,974)
Transfer out to level 1 .. ... e (68,029)
Fair value changes . ... ... .. 71,814
Foreign currency translation recorded in other comprehensiveloss .................. ... ... ... .. ... 48,063
AtDecember 31, 2008 . . ... ... 1,784,783
At January 1, 2009 . . ..o 1,784,783
ACQUISILIONS .« ..ottt e e et e e e e e e e e e 4,878,954
DISPOSALS . . ot (3,697,544)
Fair value Changes . . . ... ... (141,289)
Foreign currency translation recorded in other comprehensive 1oss . ........... ... .. . i 29,308
At December 31, 2009 .. ... ... 2,854,212

Financial assets at FVPL

RMB’000
AtJanuary 1, 2020 . .. ..o e 2,854,212
ACQUISILIONS .« . . vttt ettt e e e e e e e e e e e e e e 7,086,848
DSPOSALS . . oot e (6,968,661)
Fair value Changes . .. ... ..o 196,944
INterest rECEIVEA . . . .. oottt e e e (63,234)
Foreign currency translation recorded in other comprehensive loss ........... ... ... ... ... .. ... .. (150,757)
AtDecember 31,2020 .. ... 2,955,352
At January 1, 2021 . . ... 2,955,352
ACQUISILIONS . . . vt ettt e e ettt e et e e e e e e e e e e e 11,658,615
DISPOSALS .« oottt (8,812,122)
Fair value Changes . . .. ... ..o 47,519
Foreign currency translation recorded in other comprehensiveloss ................... ... ... ... ... ..... (22,937)
AtJune 30,2021 ... ..o 5,826,427

The changes of preferred shares liabilities and other financial liabilities for the years ended
December 31, 2018, 2019 and 2020 and six months ended June 30, 2021 have been presented in Note
30(a) and Note 30(b).

The Group has a team that manages the valuation of level 3 instruments for financial reporting
purposes. The team manages the valuation exercise of the investments on a case by case basis. At
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least once every year, the team would use valuation techniques to determine the fair value of the
Group’s level 3 instruments. External valuation experts will be involved when necessary. The Group
engaged an independent valuer to assist them on valuation of non-current unlisted debt investments
and unlisted equity investments with derivatives.

The following table summarizes the quantitative information about the significant unobservable
inputs (except the latest financing information of funding companies and listed companies) used in
recurring level 3 fair value measurements. The related information for the preferred shares liabilities

and other financial liabilities has been also disclosed in Note 30.

At December 31, 2018

Description

Unobservable inputs

Range of inputs

Relationship of unobservable
inputs to fair value

Debt instruments — Unlisted debt

investments

Equity instruments — Unlisted equity
investments

Preferred Shares and other financial liabilities

At December 31, 2019

Description

Expected volatility
Risk-free rate
Discount for lack of
marketability
(“DLOM”)

DLOM

Expected volatility

Discount rate

DLOM

Unobservable inputs

40.3%-56.2%

2.5%-3.2%

24.0%-38.0%

24.0%

44.9%

20.0%

17.0%

Range of inputs

The higher the expected volatility, the lower
the fair value

The higher the risk-free rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

The higher the DLOM, the lower the fair
value

The higher the expected volatility, the lower
the fair value

The higher the discount rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

Relationship of unobservable
inputs to fair value

Debt instruments — Unlisted debt

investments

Equity instruments — Unlisted equity
investments

Preferred Shares and other financial liabilities

Expected volatility

Risk-free rate

DLOM

DLOM

Expected volatility

Discount rate

DLOM

— 1-50

41.5%-54.4%

1.6%-3.1%

30.0%-36.6%

30.0%

45.6%

19.0%

14.5%

The higher the expected volatility, the lower
the fair value

The higher the risk-free rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

The higher the DLOM, the lower the fair
value

The higher the expected volatility, the lower
the fair value

The higher the discount rate, the lower the
fair value

The higher the DLOM, the lower the fair

value
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At December 31, 2020

Description

Unobservable inputs

Range of inputs

Relationship of unobservable
inputs to fair value

Debt instruments — Unlisted debt

investments

Equity instruments — Unlisted equity
investments

Preferred Shares and other financial liabilities

At June 30, 2021

Description

Expected volatility

Risk-free rate

DLOM

DLOM

Expected volatility

Discount rate

DLOM

Unobservable inputs

41.0%-52.8%

0.1%-2.9%

30.0%

30.0%

46.1%

18.0%

10.7%

Range of inputs

The higher the expected volatility, the lower
the fair value

The higher the risk-free rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

The higher the DLOM, the lower the fair
value

The higher the expected volatility, the lower
the fair value

The higher the discount rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

Relationship of unobservable
inputs to fair value

Debt instruments — Unlisted debt

investments

Equity instruments — Unlisted equity
investments

Preferred shares and other financial liabilities

Short-term treasury investments at fair value
through profit or loss

Expected volatility

Risk-free rate

DLOM

DLOM

Expected volatility

Discount rate

DLOM

Expected rate of return

40.7%-57.9%

0.1%-2.9%

30.0%

30.0%

40.1%

18.0%

7.8%

2.62%-3.70%

The higher the expected volatility, the lower
the fair value

The higher the risk-free rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

The higher the DLOM, the lower the fair
value

The higher the expected volatility, the lower
the fair value

The higher the discount rate, the lower the
fair value

The higher the DLOM, the lower the fair
value

The higher the expected rate of return, the
higher the fair value

If the fair values of the investments in debt and equity instruments measured at fair value

through profit or loss held by the Group had been 10% lower/higher, the loss before income tax for
the years ended December 31, 2018, 2019, and 2020 and six months ended June 30, 2020 and 2021

would have Dbeen

approximately RMB180,452,000,
RMB285,836,000 and RMB445,400,000 higher/lower, respectively.

RMB287,662,000,

RMB390,466,000,

The sensitivity analysis for preferred shares liabilities and other financial liabilities was

disclosed in Note 30.
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4 Critical accounting estimates and judgments

The preparation of financial statements requires the use of accounting estimates which, by
definition, will seldom equal the actual results. Management also needs to exercise judgment in
applying the Group’s accounting policies.

Estimates and judgments are continually evaluated. They are based on historical experience and
other factors, including expectations of future events that may have a financial impact on the entity
and that are believed to be reasonable under the circumstances.

4.1 Impairment assessment of financial assets

The impairment provisions for trade and other receivables, contract assets, amount due from
preferred shareholders and long-term receivables are based on assumptions about the expected loss
rates. The Group uses judgment in making these assumptions and selecting the inputs to the
impairment calculation, based on the Group’s past history, existing market conditions as well as
forward looking estimates at the end of each reporting period. For details of the key assumptions and
inputs used, see Note 3.1(b). Changes in these assumptions and estimates could materially affect the
result of the assessment and it may be necessary to make additional impairment charge to the
consolidated income statements.

4.2 Fair value of financial assets at fair value through profit or loss

The fair value of financial assets that are not traded in an active market is determined by using
valuation techniques. The Group uses its judgment to select a variety of methods and make
assumptions that are mainly based on market conditions existing at the end of each reporting period.
Changes in these assumptions and estimates could materially affect the respective fair value of these
investments. Details of the assumptions and estimates in determination of the fair value are disclosed
in Note 3.3.

4.3 Fair value of preferred shares liabilities and other financial liabilities

As disclosed in Note 30, the fair value of preferred shares liabilities and other financial
liabilities at the dates of issue and balance sheet dates were determined based on the valuation
performed by an independent valuer, using valuation techniques. The Group uses its judgments to
select a variety of methods and make assumptions that are mainly based on market conditions
existing at the end of each reporting period. The Group has used discounted cash flow to determine
the business value of the Group, followed by option pricing models to determine the fair value of
Preferred Shares liabilities, convertible liabilities and warrant liability, which involved the use of
significant accounting estimates and judgments.
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4.4 Revenue recognition

(i) Input method of revenue recognition

For certain contracts that the Group provides a total Al software platform and related services
of which, revenue is recognized over time since the performance does not create an asset with an
alternative use to the Group and the Group has an enforceable right to payment for performance
completed to date. Such revenue is recognized based on the progress towards complete satisfaction
in the contracts using input method which is determined as the proportion of the costs incurred for
the work performed to date relative to the estimated total costs to complete the contract, to the extent
that the amount can be measured reliably and its recovery is considered probable.

(ii) Gross vs net determination

As disclosed in Note 2.26(v), the Group sells hardware and services to its customers under
different arrangements, which involves the assessment of revenue recognition on a gross or net basis,
i.e. principal vs. agent assessment. The Group follows the accounting guidance for principal-agent
considerations to assess whether the Group controls the specified hardware or services before it is
transferred to the customer, the indicators of which including but not limited to (a) whether the
entity is primarily responsible for fulfilling the promise to provide the specified hardware or
services; (b) whether the entity has inventory risk before the specified hardware or services has been
transferred to a customer; and (c) whether the entity has latitude in establishing the prices for the
specified hardware or services. The management considers the above factors in totality, as none of
the factors individually are considered presumptive or determinative, and applies judgment when
assessing the indicators depending on each different circumstances.

4.5 Share-based compensation expenses

The fair value of restricted shares and share options granted are measured on the respective
grant dates based on the fair value of the underlying shares. In addition, the Group is required to
estimate the expected percentage of grantees that will remain in employment with the Group. The
Group only recognize an expense for those restricted shares and share options expected to vest over
the vesting period during which the grantees become unconditionally entitled to those share-based
awards. Changes in these estimates and assumptions could have a material effect on determination of
the fair value of restricted shares and share options and the amount of such share-based awards
vested, which may in turn significantly impact the determination of share-based compensation
expenses.

4.6 Current and deferred income tax

The Group is subject to income taxes in numerous jurisdictions. Significant judgment is
required in determining the worldwide provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain. The Group recognizes liabilities
for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the
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final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the current and deferred income tax assets and liabilities in the period in
which such determination is made.

Deferred income tax assets relating to certain temporary differences and tax losses are
recognized when management considers it is probable that future taxable profits will be available
against which the temporary differences or tax losses can be utilized. When the expectation is
different from the original estimate, such differences will impact the recognition of deferred income
tax assets and taxation charges in the period in which such estimate is changed.

4.7 Impairment of non-financial assets

At each balance sheet date, the Group reviews internal and external sources of information to
identify indications that the plant and equipment, right-of-use assets and intangible assets may be
impaired. If an indication of impairment is identified, such information is further subject to an
exercise that requires the Group to estimate the recoverable value, representing the greater of the fair
value less cost of disposal of such asset or its value in use. Depending on the Group’s assessment of
complexity of deriving reasonable estimates of the recoverable value, the Group may perform such
assessment utilizing internal resources or the Group may engage external advisors to counsel the
Group in making this assessment. Regardless of the resources utilized, the Group is required to make
assumptions for this assessment, including the utilization of such asset, the cash flows to be
generated, appropriate market discount rates and the projected market and regulatory conditions.
Changes in any of these assumptions could result in a material change to future estimates of the
recoverable value of the asset.

5 Segment information

The Company develops software and hardware products for different industry verticals and use
cases based on the same Al infrastructure platform and model training framework. The technologies
and nature of the products of different business lines are substantially similar. The executive
directors of the Company, who are the chief operating decision makers, for the purpose of resource
allocation and assessment of performance did not discrete operating segment financial information
and the executive directors reviewed the financial results of the Group as a whole. Therefore, no
further information about the operating segment is presented.
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(a) Geographical information

The Company is domiciled in the Cayman Islands while the Group mainly operates its
businesses in four principal geographical areas of the world. The following table shows the Group’s
total consolidated revenue by location of the customers during the Track Record Period:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Mainland China . ....... ... ..t 1,533,736 2,551,406 2,684,040 457,619 1,412,976
Northeast ASIa .. ..ottt 201,368 188,892 443,692 227,217 203,002
Southeast ASIa ... ..uiu ettt 84,893 257,297 192,194 94,717 21,671
Others™ L. 33,425 29,008 126,239 81,610 14,160
1,853,422 3,026,603 3,446,165 861,163 1,651,809

* Other geographical areas mainly represented Hong Kong China and Middle East.

(b) Non-current assets

The total of the non-current assets including property, plant and equipment, right-of-use assets
and intangible assets as at December 31, 2018, 2019 and 2020 and June 30, 2021, broken down by
the location of the assets, is as follows:

As at December 31, As at June 30,
2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Mainland China . . ... 951,114 2,230,788 2,187,159 2,450,886
NOIthEast ASIA . . ..o vttt ettt e e e e e e 33,629 59,310 60,151 65,599
Southeast Asia . ... ..ottt 18,698 40,255 31,696 25,463
Others ...t 76,182 107,543 71,453 56,262
1,079,623 2,437,896 2,350,459 2,598,210
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(¢c) Information about major customers

The major customers which contributed more than 10% of total revenue of the Group for the
years ended December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and
June 30, 2021 are listed as below:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Percentage of revenue from the major customers to the total revenue
of the Group

CUStOmer A ... oo * * 11.94% * 14.92%
Customer B ... ... .. * * * 15.07% *
Customer C .. ..o * * * * 22.90%
* represents that the amount of aggregate revenue from such customer is less than 10% of the total revenue for respective

year/period.

(d) Disaggregation of revenue from contracts with customers by the timing of revenue recognition
is as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)

Revenue
— recognized pointin time .. ..........ououiuinnein e 1,716,970 2,847,100 3,158,469 687,346 1,575,292
—recognized OVEr timMe . .. .. ...ttt 136,452 179,503 287,696 173,817 76,517

1,853,422 3,026,603 3,446,165 861,163 1,651,809

(e) During the Track Record Period, the Group determines revenue should be reported on a gross or
net basis based on principal/agent assessment (Note 2.26(v)). Disaggregation of revenue on a
gross or a net basis is as follow:

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021

RMB’000 RMB’000 RMB’000  RMB’000  RMB’000

(Unaudited)
Revenue
0SS L e e e e e e e e e e 1,847,482 2,932,422 3,390,505 833,069 1,651,209
B L= TS 5,940 94,181 55,660 28,094 600
1,853,422 3,026,603 3,446,165 861,163 1,651,809
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(f) Contract assets

(i) The Group has recognized the following contract assets with customers:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000

CUITENE ASSELS . v vttt et e e e e e e e e e e e e e e 5,224 867 23,560 27,129
Loss alloWance . .. .....oit i (236) (81) (1,096) (5,494)

4,988 786 22,464 21,635

NON-CUITENE ASSELS . . . o vt et e et e e e e e e e e e e e e e e e e e 308 4,042 4,280 1,488
LoSs allOWANCE . . .ottt et e e (14) (787) (1,551) (124)

294 3,255 2,729 1,364

5,282 4,041 25,193 22,999

The following table shows how much of the revenue, which was included in the contract
liability balance at the beginning of the period, recognized during the Track Record Period relates to
carried-forward contract liabilities.

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Revenue recognized that were included in the contract liabilities at the
beginning of the reporting period .. ....... ... ... ... i 16,489 52,384 110,858 80,407 169,664

(i1) Unsatisfied performance obligations

The following table shows unsatisfied performance obligations resulting from long-term
contracts:

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Aggregate amount of the transaction price allocated to long-term contracts that are
partially or fully unsatisfied ......... ... ... ... .. — — 9,341 19,227

Management expects that 33% and 21% of the transaction price allocated to unsatisfied
performance obligations as of December 31, 2020 and June 30, 2021 will be recognized as revenue
during the next reporting period. The remaining 67% and 79% will be recognized over one year. The
amount disclosed above does not include variable consideration which is constrained.
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All other contracts are for periods of one year or less or are billed based on time incurred. As
permitted under IFRS 15, the transaction price allocated to these unsatisfied contracts is not
disclosed.

6 Expenses by nature

The expenses charged to cost of sales, selling expenses, administrative expenses and research
and development expenses are analyzed below:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)

Employee benefit expenses (NOte 7) .. ..o, 807,877 1,788,091 2,962,482 1,778,013 2,690,750
Hardware costs and project subcontracting service fees ............... 766,783 1,228,243 909,491 204,860 382,982
Depreciation and amortization (Note 16, Note 17 and Note 18) ......... 159,488 377,505 569,652 276,152 301,362
Professional service and other consulting fees .. ..................... 142,579 434,328 575,098 226,152 263,310
Marketing, conferences and traveling expenses . ..................... 98,658 179,939 139,390 55,464 75,537
Share-based compensation to a preferred shareholder (i)

(NOtE 30(a)(I1)) -+« v v e e e ettt e e e e 85,617 — — — —
Server operation and cloud based service fees ....................... 82,409 172,384 149,776 73,422 95,035
Data labeling fees ... ... ... oot 76,729 83,201 59,195 32,517 19,347
Utilities, property management and administrative expenses ........... 48,204 104,957 110,408 50,912 34,098
Research and development tools and consumables ................... 9,357 20,673 29,543 9,306 18,278
Auditor’s remuneration for audit service ............. . ... . ... 2,550 3,660 4,445 — —
LiSting XPEeNSES . . . o v vttt et e e e — — — — 23,451
Oher EXPENSES . . .. v vttt ettt et e e e e e 32,353 49,312 84,515 28,549 49,760
Total . ... 2,312,604 4,442,293 5,593,995 2,735,347 3,953,910

(1) Pursuant to the Series C-1 preferred shares subscription agreements, one investor acquired Series C-1 Preferred Shares
at a cash consideration of USD73,053,000 (equivalent to RMB459,022,000) and became the strategic partner of the
Group. The fair value of the preferred shares issued as of the issuance date exceeded the cash consideration received
and the difference of RMB85,617,000, thereof was charged into the consolidated income statements of 2018 given no

vesting condition exists.
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7 Employee benefit expenses

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Wages, salaries and bonuses . .. .........o.vuiniinn 686,902 1,443,708 1,821,342 836,122 1,071,684
Contributions to pension plans (i) .. .........ouiuiennenn.. 46,108 91,419 80,882 30,536 82,574
Housing fund, medical insurance and other social insurance ............ 59,803 121,945 173,215 70,870 115,485
Share-based compensation expenses (Note 31) ...................... 15,064 131,019 887,043 840,485 1,421,007

807,877 1,788,091 2,962,482 1,778,013 2,690,750

(1) According to policies issued by the Ministry of Human Resources and Social Security and local municipal departments,
due to the impact from Coronavirus Disease 2019 (COVID-19), social security relief policies have been successively
implemented by local authorities. As such, the social insurance expenses for the period from February to
December 2020 have been reduced accordingly.

The employees of the Group in the PRC are members of state-managed defined contribution
scheme operated by the PRC Government. The Group is required to contribute a specified percentage
of payroll costs as determined by local government authority to the scheme to fund the benefits. The
only obligation of the Group with respect to the retirement benefits scheme is to make the specified
contribution under the scheme. The employees of the Group in Hong Kong join MPF, a defined
contribution plan.

(i) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the years ended
December 31, 2018, 2019 and 2020 and six months ended June 30, 2020 and 2021 include 2, 1, 3, 3
and 3 directors respectively, whose emoluments are disclosed in the Note 41. The emoluments
payable to the remaining 3, 4, 2, 2 and 2 individuals during the respective year/period are as follows:

Six months ended

Year ended December 31, June 30,

2018 2019 2020 2020 2021

RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Wages, salaries and bonus . ............ ... i 9,879 11,776 7,736 3,849 6,326
Pension, housing fund, medical insurance and other social insurance . . . . . . 77 98 79 39 21
Other social security costs, housing benefits and other employee

Benefits . ... 64 76 43 17 5
Share-based compensation EXPenses . .. ...........ueeunernnennnen.. 1,773 28,852 49,293 40,653 13,515
11,793 40,802 57,151 44,558 19,867
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(i1)) The emoluments of the 3, 4, 2, 2 and 2 individuals fell within the following bands:

Year ended Six months ended
December 31, June 30,

2018 2019 2020 2020 2021

(Unaudited)
Emoluments bands:
HKD 3,500,001 to HKD 4,000,000 . .. ...ttt e e et 1
HKD 4,000,001 to HKD 4,500,000 . ... ...ttt e e et 1
HKD 6,000,001 to HKD 6,500,000 . .. ...ttt e e e e 1
HKD 7,500,001 to HKD 8,000,000 . ... ...ttt e e e — 1 — — —
HKD 9,000,001 to HKD 9,500,000 . . . ...ttt e e et — 1 — — —
HKD 11,500,001 to HKD 12,000,000 . . ... ...ttt e e e — — — 1
HKD 12,000,001 to HKD 12,500,000 . . . ...ttt e e e — — — 1
HKD 14,500,001 to HKD 15,000,000 . . ... ...t e — 2 — — —
HKD 21,500,001 to HKD 22,000,000 . . ... ...ttt e — — 1 —
HKD 27,500,001 to HKD 28,000,000 . . . ... ...ttt e — — 1 —
HKD 29,500,001 to HKD 30,000,000 . .. ...ttt e e —
HKD 34,000,001 to HKD 34,500,000 . . . ...ttt e e

8 Other income

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021

RMB’000 RMB’000 RMB’000  RMB’000  RMB’000

(Unaudited)
Government grants
— Financial subsidies (i) ... ..ottt 173,230 213,457 322,784 31,079 106,350
— Taxrefund (1) .. ....ooue 33,479 35,480 30,000 11,120 11,043
Dividend received . ....... ... .. .. — 3,903 — — 6,172
206,709 252,840 352,784 42,199 123,565

(1) Governments grants received during the year/period primarily comprised the financial subsidies received from various
local government authorities in the mainland China and Hong Kong China and Middle East. There are no unfulfilled
conditions or contingencies relating to these incomes.

(ii))  During the Track Record Period, the Group sold self-developed software products to its customers. The value-added
taxes (“VAT”) was collected at a tax rate of 17%, 16% starting from May 2018 and 13% starting from April 2019 and
the refund-upon-collection policy was applied to self-developed software products which is typically the portion of
VAT actually paid that exceeds 3% of the revenue. The Group recorded the refunded VAT as “other income” when it
obtained approvals from the local tax authorities and received the refunds.
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9 Other (losses)/gains — net

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Fair value gains/(losses) on financial assets at fair value through profit or
1oss (NOte 26(d)) . . oo oo et 70,475  (118,069) 170,711 (51,179) 147,860
Fair value losses on foreign exchange forward contracts . .. ............. — — (72,666) (211) —
Gain on disposal of an associate ....................iiiiiiiaa.. 2,199 — — —
Realization of gains from downstream transactions from associates
(NOEE 12) e e e e e e e e e e e e e 157 612 151 75 75
Donations (1) . ..« v v v vttt ettt (59,503)  (25,245) (3,657) (824) (2,888)
Net foreign exchange (losses)/gains . ..., (38,581)  (16,778) 407,520 (57,622) 63,073
Losses on disposal of property, plant and equipment .................. (130) (389) (1,609) (817) (3,550)
Loss on disposal of asubsidiary . .............. ... .. ... — (405) — —
O herS .. oottt (272) (5,238) 4,864 2,413 1,876
(25,655) (165,512) 505,314 (108,165) 206,446

(1) Donations represented the donations made to certain colleges and universities in mainland China and Hong Kong during

the Track Record Period.

10 Finance income — net

Year ended December 31,

Six months ended June 30,

2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Interest inCOME ... ...........uuuuueiiiiiiiiiiiie 102,766 266,277 171,991 95,011 91,472
Accretion income for long-term receivables . . ..................... 2,557 1,782 2,911 1,498 5,134
Interest expenses on long-term payables ......................... — — — — (1,588)
Interest expenses on bank borrowings ............. ... ... ... (21,509)  (129,920) (95,679) (60,347) (14,294)
Interest and finance charges paid/payable for lease liabilities
(NOte 17) .« (7,979)  (19,954)  (16,830) (8,361) (5,903)
75,835 118,185 62,393 27,801 74,821
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(a)

(b)

(b)

No audited financial statements were issued for these companies as they are either newly incorporated or not required to

issue audited financial statements under the statutory requirements of their respective places of incorporation.

The statutory auditors of these companies for the Track Record Period were as follows:

(1)

(i)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

The financial statements were audited by PricewaterhouseCoopers for the years ended December 31, 2018, 2019
and 2020.

The financial statements were audited by PricewaterhouseCoopers Zhong Tian LLP for the years ended
December 31, 2018, 2019 and 2020.

The financial statements were audited by PricewaterhouseCoopers Zhong Tian LLP for the year ended
December 31, 2018.

The financial statements were audited by PricewaterhouseCoopers Zhong Tian LLP for the years ended
December 31, 2019 and 2020.

The financial statements were audited by PricewaterhouseCoopers Zhong Tian LLP for the year ended
December 31, 2020.

The financial statements were audited by PricewaterhouseCoopers for the years ended December 31, 2019 and
2020.

The financial statements were audited by PricewaterhouseCoopers LLP for the years ended December 31, 2018,
2019 and 2020.

The financial statements were audited by PricewaterhouseCoopers LLP for the years ended December 31, 2019
and 2020.

The financial statements were audited by Kristine Y.K. Wong CPA (PRACTISING) for the year ended
December 31, 2019.

The financial statements were audited by Kristine Y.K. Wong CPA (PRACTISING) for the years ended
December 31, 2018, 2019 and 2020.

The financial statements were audited by Willis Cheng & Company CPA (PRACTISING) for the years ended
December 31, 2018, 2019 and 2020.

The financial statements were audited by Guangju CPA LLP for the years ended December 31, 2018 and 2019.

The financial statements were audited by IBR AHIM IKHTABI Certified Public Accountant for fourteen months
ended December 31, 2020.

Investment in subsidiaries — the Company

As at
As at December 31, June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Investments in subsidiaries . ........... ... . e 91,244 91,244 91,244 106,463
Deemed investment arising from share-based compensation ........................ 353,511 484,530 1,371,573 2,792,580

444,755 575,774 1,462,817 2,899,043
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12 Investments accounted for using the equity method

The amounts of

investments accounted for using the equity method recognized in the

consolidated balance sheets are as follows:

Associates . ... ...
Joint ventures ..............

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
................................... 52,309 50,870 64,247 49,799 61,761
................................... 8,335 8,268 6,078 7,533 5,193
60,644 59,138 70,325 57,332 66,954

The movements for investments in associates and joint ventures during the Track Record Period

are as below:

Associates  Joint ventures Total

RMB’000 RMB’000 RMB’000

At January 1, 2008 ... ... 70,326 — 70,326
AddItIONS . .ot 4,000 9,025 13,025
DISPOSAL . o e (30,501) — (30,501)
Share Of 10SS . . ..ottt (10,652) (665) (11,317)
Realization of unrealized profit .. ... ... ... . .. . 157 — 157
Share of changes of Other reServes . .. ........ ... et 18,979 — 18,979
Currency translation differences . ........ ... — (25) (25)
At December 31, 2018 and January 1,2019 . ....... ... ... ... ... ... 52,309 8,335 60,644
AdItIONS . ..o — 735 735
Share Of 10SS . . ..ot (2,051) (970) (3,021)
Realization of unrealized profit ............. ... . . . . . 612 — 612
Currency translation differences . .............. . — 168 168
At December 31, 2019 and January 1,2020 .. .......... .. ... 50,870 8,268 59,138
AddIIONS . .ot 17,500 — 17,500
Share Of L0SS . o .ottt et e e (4,274) (1,781) (6,055)
Realization of unrealized profit .. ... ... ... . . .. 151 — 151
Currency translation differences . ........ ... — (409) (409)
At December 31, 2020 and January 1,2021 .. ... ... .. ... .. 64,247 6,078 70,325
Share Of L0SS . . .ttt ettt e (2,561) (819) (3,380)
Realization of unrealized profit . ..... ... ... . .. . 75 — 75
Currency translation differences . ... ... ... .. — (66) (66)
AtJune 30, 2021 .. ... 61,761 5,193 66,954

The associates and joint ventures of the Group have been accounted by using the equity method

based on the financial information of the associates and joint ventures prepared under the accounting

policies consistent with the Group.
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The associates and joint ventures with significant capital investment were assessed with high
recoverable amounts whilst the remaining entities were still in their early stage with insignificant
expenditure incurred. The Company also engaged an independent valuer to provide assistance in its
impairment assessment for the major associates and joint ventures. Based on their assessment, no
impairment provision was required for these associates and joint ventures as at June 30, 2021.

The associates and joint ventures are all private companies and there is no quoted market price
available for its shares.

There are no contingent liabilities relating to the Group’s interests in associates and joint
ventures.

The aggregated carrying amount of these individually immaterial associates and joint ventures
and the Group’s shares during the Track Record Period are as below:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)

Aggregate carrying amount of associates . ... ..., 52,309 50,870 64,247 49,799 61,761
Aggregate amounts of the Group’s share of loss from operations .. ....... (10,652) (2,051) (4,274) (1,146) (2,561)
Aggregate carrying amount of joint ventures . ........................ 8,335 8,268 6,078 7,533 5,193
Aggregate amounts of the Group’s share of loss from operations .. ....... (665) (970) (1,781) (885) (819)

13 Income tax credit

(i) Cayman Islands

The Company was redomiciled in the Cayman Islands in 2014 as an exempted company with
limited liability, and is exempted from Cayman Islands income tax under the current tax laws of the
Cayman Islands. In addition, no Cayman Islands withholding tax is imposed upon any payments of
dividends.

(i) British Virgin Islands

Under the current laws of the British Virgin Islands, entities incorporated in British Virgin
Islands are not subject to tax on their income or capital gains.

(iii) Hong Kong

Entities incorporated in Hong Kong are subject to Hong Kong profits tax at a rate of 16.5% for
the years presented.
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(iv) Singapore

Singapore income tax rate is 17% during the Track Record Period. A concessionary rate of 5%
was granted by Singapore Economic Development Board for a period of 5 years starting from
January 1, 2019 for income derived from qualifying activities. No Singapore profits tax was
provided for as there was no estimated assessable profit that was subject to Singapore profits tax
during the Track Record Period.

(v) Japan

Enterprise incorporated in Japan are subject to income tax rate at the state level of 23.2%
during the Track Record Period.

(vi) PRC corporate income tax (“CIT”)

The income tax provision of the Group in respect of its operations in the Mainland China was
subject to statutory tax rate of 25% on the assessable profits for the Track Record Period, based on
the existing legislation, interpretations and practices in respect thereof.

Beijing SenseTime and Shenzhen SenseTime were qualified as “High and New Technology
Enterprises” (“HNTEs”) under the relevant PRC laws and regulations. Accordingly, these entities
were entitled to a preferential income tax rate of 15% during the Track Record Period. This status is
subject to a requirement that Beijing SenseTime and Shenzhen SenseTime reapply for HNTEs status
every three years.

(vii) PRC Withholding Tax (“WHT”)

According to the applicable PRC tax regulations, dividends distributed by a company
established in the PRC to a foreign investor with respect to profits derived after January 1, 2008 are
generally subject to a 10% WHT. If a foreign investor incorporated in Hong Kong meets the
conditions and requirements under the double taxation treaty arrangement entered into between
mainland China and Hong Kong, the relevant withholding tax rate will be reduced from 10% to 5%.

During the Track Record Period, no deferred income tax liability on WHT was accrued as at the
end of each reporting period because the subsidiaries of the Group were loss making in these years

or periods.
Six months ended
Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)

Current iNCOME TAX . . . o\ vttt et e e e e e et e e 2,777 19,989 26,036 7,478 5,962
Deferred income tax (NOte 20) . .. ..o vttt (26,273)  (225,158) (186,706) (157,867) (85,998)
Income tax credit . ........ ..ot (23,496)  (205,169) (160,670) (150,389) (80,036)
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The tax on the Group’s loss before tax differs from the theoretical amount that would arise
using the weighted average tax rate applicable to losses of the consolidated entities as follows:

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Loss before tax . .......coiuu it e (3,456,245) (5,172,861) (12,319,017)  (5,483,189) (3,792,909)
Tax calculated at statutory tax rates applicable to each group entity . . (29,711) (301,904) (256,288) (327,244) (348,183)
Tax effects of:
Super deduction for research and development expenses (a) . ....... (79,479) (183,122) (209,410) (96,889) (86,494)
Income not subjecttotax ......... ... (15,289) (41,434) (94,461) (4,258) (29,141)
Associates and joint ventures’ results reported net of tax ........... 984 3,309 364 294 354
Expenses not deductible for tax purpose . ............ ... ... ... 11,310 75,038 173,795 138,846 237,825
Tax losses for which no deferred income tax asset was

recognized (b) . ... 73,517 201,759 158,462 97,368 108,023
Other temporary difference for which no deferred income tax asset

was recognized .. ... 12,094 27,238 62,450 52,476 32,554
Accrued withholding tax of royalty fee ............. ... ... ... 1,756 5,512 8,395 — 2,805
Income tax final settlement difference of previous year ............ 996 857 (4,067) (4,067) 2,594
Utilization of previously unrecognized tax losses and temporary

dIfferences . . ...t (857) 119 (216) (71) —
Reversal of previously recognized tax losses .................... — 6,237 442 — —
Ohers . ...ttt 1,183 1,222 (136) (6,844) (373)
Tax credit . ...t (23,496)  (205,169) (160,670) (150,389) (80,036)

(a) Super deduction for research and development expenses

According to the relevant laws and regulations promulgated by the State Taxation Administration of the PRC,
enterprises engaging in research and development activities are entitled to claim 175% of their research and
development expenses so incurred as tax deductible expenses when determining their assessable profits for that year

(“Super Deduction”) during the Track Record Period.
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(b)  The Group only recognizes deferred income tax assets for cumulative tax losses if it is probable that future taxable
amounts will be available to utilize those tax losses. Management will continue to assess the recognition of deferred
income tax assets in future reporting periods. As at December 31, 2018, 2019 and 2020 and June 30, 2021, the Group
did not recognize deferred income tax assets of RMB109,954,000, RMB307,443,000, RMB471,308,000 and
RMB584,673,000 respectively. The expiration dates of unused tax losses for which no deferred tax asset has been
recognized are as follows:

As at
As at December 31, June 30,

2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
202 — — — —
202 e 364 364 364 364
2023 11,780 11,780 11,780 11,780
2024 — 87,797 87,797 87,797
202 22,350 22,350 200,639 204,078
2 65,372 65,372 65,372 170,999
202 e 49,395 49,395 49,395 49,395
2028 e 416,029 416,029 416,029 416,029
202 — 963,974 963,974 963,974
2030 Lt — — 688,746 700,077
203 e — — — 479,744
Indefinitely . ... ...t e 144,595 342,285 471,282 520,991

709,885 1,959,346 2,955,378 3,605,228

14 Loss per share

Basic

The basic loss per share is calculated by dividing the loss attributable to ordinary shareholders
of the Company by the weighted average number of ordinary shares issued during the years ended
December 31, 2018, 2019 and 2020 and six months ended June 30, 2020 and 2021.

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
(Unaudited)

Loss attributable to owners of the Company

(RMB’000) . .ovvei e (3,427,778) (4,962,548) (12,158,193) (5,323,782) (3,702,589)
Weighted average number of ordinary shares in

ISSUE « o vttt e e e 8,805,103,895 8,848,423,136  9,123,174,037 8,842,118,395  9,404,428,177
Basic loss per share (expressed in RMB per share) . .. (0.39) (0.56) (1.33) (0.60) (0.39)
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Diluted

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. The Company has
five categories of dilutive potential ordinary shares: Preferred Shares, warrant liability, convertible
liabilities, restricted share units (“RSUs”), and share options. As the Group incurred losses for the
years ended December 31, 2018, 2019 and 2020 and six months ended June 30, 2020 and 2021, the
dilutive potential ordinary shares were not included in the calculation of diluted loss per share as
their inclusion would be anti-dilution. Accordingly, diluted loss per share for the years ended
December 31, 2018, 2019 and 2020 and six months ended June 30, 2020 and 2021 are the same as

basic loss per share of the respective periods.

15 Dividends

No dividend had been declared or paid by the Company during the Track Record Period.
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16 Property, plant and equipment

Office
Buildings Large-scale Comp s equip t Transportation
and Leasehold electronic and related and equipment and Other  Construction
facilities improvement equipment equipment furniture vehicles equipment in progress Total

Year ended December 31, 2018
AtJanuary 1,2018 ............ — 1,166 104,168 17,853 1,485 319 — 8 124,999
Additions . ......... ... . — 72,575 378,219 42,706 9,668 2,156 — 38,239 543,563
Internal transfer .............. — — 13,046 11,785 1,232 1,592 — (27,655) —
Disposals ................... — — 5) (134) (123) — — — (262)
Depreciation charge ........... — (10,690) (57,101) (15,549) (944) (392) — —  (84,676)
Currency translation

differences ................ — 562 459 417 131 8 — 48 1,625
Closing net book amount . . . . .. — 63,613 438,786 57,078 11,449 3,683 — 10,640 585,249
At December 31, 2018
COSt v ve e — 74,304 511,488 80,532 12,686 4,091 — 10,640 693,741
Accumulated depreciation . ... .. — (10,691) (72,702) (23,454) (1,237) (408) — —  (108,492)
Net book amount ............ — 63,613 438,786 57,078 11,449 3,683 — 10,640 585,249
Year ended December 31, 2019
AtJanuary 1,2019 ............ — 63,613 438,786 57,078 11,449 3,683 — 10,640 585,249
Additions ........ ... oL 952,900 48,124 229,939 232,747 19,222 9,732 3,176 31,224 1,527,064
Internal transfer .............. — 11,369 — — — — — (11,369) —
Disposals ................... — (470) (2,781) (993) (609) — (13) (1,508) (6,374)
Depreciation charge ........... (103) (35,344)  (117,119) (55,790) (3,181) (1,877) (313) —  (213,727)
Currency translation

differences ................ 177 229 280 424 280 4 273 40 1,707
Closing net book amount . . . . .. 952,974 87,521 549,105 233,466 27,161 11,542 3,123 29,027 1,893,919
At December 31, 2019
COSt.vv it 953,078 133,557 738,506 310,966 31,317 13,162 3,331 29,027 2,212,944
Accumulated depreciation . ... .. (104) (46,036)  (189,401) (77,500) (4,156) (1,620) (208) —  (319,025)
Net book amount ............ 952,974 87,521 549,105 233,466 27,161 11,542 3,123 29,027 1,893,919
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Computers  Office

Buildings Large-scale and equipment Transportation
and Leasehold electronic related and equipment and Other  Construction
facilities improvement equipment equipment furniture vehicles equipment in progress Total

Year ended December 31, 2020
AtJanuary 1,2020 ............ 952,974 87,521 549,105 233,466 27,161 11,542 3,123 29,027 1,893,919
Additions ............... ... 3,953 28,761 137,871 48,760 11,875 13,450 1,676 143,694 390,040
Internal transfer .............. 4,572 35,745 — — 33 — — (40,350) —
Disposals .................... 92) — (1,394) (934) (693) (22) (104) — (3,239)
Depreciation charge ........... (45,029) (54,991)  (155971)  (103.,487) (7,094) (4,094) (290) —  (370,956)
Currency translation

differences ................ (254) (734) (1,472) (527) (207) (6) (78) (@] (3,285)
Closing net book amount . . .. .. 916,124 96,302 528,139 177,278 31,075 20,870 4,327 132,364 1,906,479
At December 31, 2020
Cost oo 961,217 197,328 869,086 341,562 41,677 27,140 4,819 132,364 2,575,193
Accumulated depreciation ... ... (45,093) (101,026)  (340,947)  (164,284) (10,602) (6,270) (492) —  (668,714)
Net book amount . . ........... 916,124 96,302 528,139 177,278 31,075 20,870 4,327 132,364 1,906,479
Six months ended June 30, 2021
AtJanuary 1,2021 ............ 916,124 96,302 528,139 177,278 31,075 20,870 4,327 132,364 1,906,479
Additions .......... ... .. — 7,785 275,960 26,193 3,761 3,137 — 230,481 547317
Internal transfer .............. 75 12,036 — 5,821 508 — 23 (18,463) —
Disposals . ................... (48) — (3,181) (7,252) (60) — — —  (10,541)
Depreciation charge ........... (22,521) (32,078) (98,882) (52,477) (4,021) (3,400) (192) —  (213,571)
Currency translation

differences ................ (1,173) (117) (255) (740) (709) (1) (363) (217) (3,575)
Closing net book amount . . . . .. 892,457 83,928 701,781 148,823 30,554 20,606 3,795 344,165 2,226,109
At June 30, 2021
Cost ..o 960,030 216,956 1,140,669 357,226 44,907 30,115 4,536 344,165 3,098,604
Accumulated depreciation . ..... (67,573) (133,028) (438,888)  (208,403) (14,353) (9,509) (741) —  (872,495)
Net book amount . . ........... 892,457 83,928 701,781 148,823 30,554 20,606 3,795 344,165 2,226,109

(a) During the Track Record Period, the amounts of depreciation expense charged to research and
development expenses, administrative expenses and selling expenses are as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)

Depreciation of property, plant and equipment
— Research and development expenses ....................coooou... 71,624 163,273 241,453 118,155 139,365
— AdmInistrative eXPenses . . ... .....oouuiitt 12,131 39,647 113,853 52,342 63,724
— Selling @XPENSES . ...ttt ettt e 921 10,807 15,650 7,576 10,482
Depreciation expenses charged to profitorloss....................... 84,676 213,727 370,956 178,073 213,571

17 Right-of-use assets and lease liabilities

Right-of-use assets includes leased buildings and land use rights.
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(i) Amounts recognized in the consolidated balance sheets

The consolidated balance sheets show the following amounts relating to leases:

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Right-of-use assets

Leased buildings . . . ... oottt 454,819 404,228 268,725 212,062

Land use right . . . ..o — — 67,223 66,546
454,819 404,228 335,948 278,608

Lease liabilities

CUITENE . vttt et e e e e e e e e e e e e e e e e e e e e e 131,082 123,031 109,524 109,569

NOD-CUITENE .+ o e et ettt e e e e et e e e e e e e e e e e e et e e et 334,596 295,742 184,113 134,449
465,678 418,773 293,637 244,018

(i1) Amounts recognized in the consolidated income statements

The consolidated income statements show the following amounts relating to leases:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Depreciation charge of right-of-use assets
Leased buildings . . .. ..o ottt 70,455 141,251 140,562 76,764 61,334
Landuse right . . ... ..o — — 451 — 677
70,455 141,251 141,013 76,764 62,011
Interest expense (included in finance income —net) .................. 7,979 19,954 16,830 8,361 5,903

The total cash outflow for leases for the years ended December 31, 2018, 2019 and 2020 and
six months ended June 30, 2020 and 2021 were RMB67,702,000, RMB157,699,000,
RMB 145,091,000, RMB77,241,000 and RMB60,347,000.

(iii) The Group’s leasing activities and how these are accounted for:

The Group leases various offices buildings and land use right. Rental contracts are typically
made for fixed periods of 1 year to 50 years with no extension options. Lease terms are negotiated on
an individual basis and contain a wide range of different terms and conditions. The lease agreements
do not impose any covenants other than the security interests in the leased assets that are held by the
lessor. Leased assets may not be used as security for borrowing purposes.
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(iv) The movement in right-of-use assets in the consolidated balance sheets are as follows:

Leased Land

buildings  use right Total

RMB’000  RMB’000  RMB’000
Year ended December 31, 2018
Opening net book amount . .......... .. ... 29,934 — 29,934
AddItionS . ... 495,463 — 495,463
Depreciation charge ... ...... ... (70,455) —  (70,455)
Currency translation differences ............ ... .. . . i (123) — (123)
Closing net book amount .. ............... .. .. ... ... ... ... ........ 454,819 — 454,819
As at December 31, 2018
L0 ] 525,397 — 525,397
Accumulated depreciation . ............ ... (70,578) —  (70,578)
Netbookamount .............. ... . .. ... .. . . . . . i, 454,819 — 454,819
Year ended December 31, 2019
Opening net book amount ........... ... 454,819 — 454,819
AddItioNS . .. e 91,572 — 91,572
Early termination . ... ... ... ...ttt e (672) — (672)
Depreciation charge . ... ...t (141,251) — (141,251)
Currency translation differences ............ ... .. .. .. . . ... (240) — (240)
Closing net book amount . ............. ... ... ... ... ... ... ..., 404,228 — 404,228
As at December 31, 2019
L ] P 615,692 — 615,692
Accumulated depreciation . ............ ... (211,464) — (211,464)
Netbook amount ............ ... . . .. . . . . e 404,228 — 404,228
Year ended December 31, 2020
Opening net book amount . .......... .. ... 404,228 — 404,228
AddItiONS . .o 50,803 67,674 118,477
Early termination .. .......... ... . (12,976) —  (12,976)
Modification of leasing contracts . . ...t (33,133) —  (33,133)
Depreciation charge . ... ... (140,562) (451) (141,013)
Currency translation differences ............ ... ... .. i . 365 — 365
Closing netbook amount . ........ ... ... ... ... ... ... . . . 268,725 67,223 335,948
As at December 31, 2020
L0 ] P 620,126 67,674 687,800
Accumulated depreciation . ............ ... (351,401) (451) (351,852)
Net book amount . ............. ... . . . . 268,725 67,223 335,948
Six months ended June 30, 2021
Opening net book amount . ............ ...t 268,725 67,223 335,948
AddItioNS . .o 4,826 — 4,826
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Leased Land
buildings  use right Total

RMB’000  RMB’000  RMB’000

Depreciation charge . ... ..... ... (61,334) (677) (62,011)
Currency translation differences ............ ... . .. . ... (155) — (155)
Closing net book amount . ........ ... ... ... ... ... .. ... ... .. ... 212,062 66,546 278,608
As at June 30, 2021

L ] 624,952 67,674 692,626
Accumulated depreciation .. ......... ... (412,890) (1,128) (414,018)
Net book amount . .......... ... .. . 212,062 66,546 278,608

Depreciation of the right-of-use assets was all included in the administrative expenses in the
consolidated income statements during the Track Record Period.
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18 Intangible assets
Computer
Patents  Trademarks software Total

Year ended December 31, 2018

Opening net book amount ...............
Additions ......... ... . oo
Amortization charge ...................
Currency translation differences ..........

Closing net book amount ..............

As at December 31, 2018

COSt v v
Accumulated amortization . .. ............

Net book amount .....................

Year ended December 31, 2019

Opening net book amount ...............
Additions ......... ... Lol
Amortization charge ...................
Currency translation differences ..........

Closing net book amount ..............

As at December 31, 2019

COSt vt
Accumulated amortization . .. ............

Net book amount .....................

Year ended December 31, 2020

Opening net book amount ...............
Additions ......... ... . oo
Amortization charge ...................
Currency translation differences ..........

Closing net book amount ..............

As at December 31, 2020

COoSt vt
Accumulated amortization . .. ............

Netbookamount .....................

Six months ended June 30, 2021

Opening net book amount ...............
Additions ......... ... .. il
Amortization charge ...................
Currency translation differences ..........

Closing net book amount ..............

As at June 30, 2021

COSt vt
Accumulated amortization . .. ............

Netbookamount .....................

RMB’000 RMB’000 RMB’000  RMB’000

......................... 10,184 16 11 10311
......................... 29,738 — 2,815 32,553
......................... (4,144) 2) @11)  (4,357)
......................... 1,027 1 20 1,048
......................... 36,805 15 2,735 39,555
......................... 41,275 23 3,048 44,346
......................... (4,470) ®) (313)  (4,791)
......................... 36,805 15 2,735 39,555
......................... 36,805 15 2,735 39,555
......................... 40,172 — 81,609 121,781
......................... (16,089) (2)  (6436) (22,527)
......................... 889 - 51 940
......................... 61,777 13 77959 139,749
......................... 82,806 23 84,508 167,337
......................... (21,029) (10)  (6,549) (27.588)
......................... 61,777 13 77,959 139,749
......................... 61,777 13 77959 139,749
......................... 2,669 — 25414 28,083
......................... (29,114) (2)  (28,567) (57,683)
......................... (1,870) 1) (246)  (2,117)
......................... 33,462 10 74,560 108,032
......................... 68,791 22 109,539 178,352
......................... (35,329) (12)  (34,979) (70,320)
......................... 33,462 10 74560 108,032
......................... 33,462 10 74560 108,032
......................... 8 — 11,704 11,712
......................... (8,370) (1) (17,409) (25,780)
......................... (286) - (185) A7)
......................... 24,814 9 68,670 93,493
......................... 68,166 22 120973 189,161
......................... (43,352) (13)  (52,303) (95,668)
......................... 24,814 9 68,670 93,493
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During the Track Record Period, the amounts of amortization expense charged to research and
development expenses, administrative expenses and selling expenses are as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
(Unaudited)
Research and development eXpenses . ..............oouieunnennn.... 3,204 20,677 49,816 17,748 21,367
Administrative eXpenses . . ... ...ttt 1,153 1,730 7,754 3,567 4,187
Selling XPEeNSes . ... oottt — 120 113 — 226
4,357 22,527 57,683 21,315 25,780
19 Other non-current assets
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Advance payment for property, plant and equipment purchases .................. 64,545 7,701 12,649 45,537
Others . ... oo — 77 56 4,878
64,545 7,778 12,705 50,415

20 Deferred income tax

The analysis of deferred income tax assets and deferred income tax liabilities is as follows:

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000

Deferred income tax assets:

—to berecovered within 12months . ............ .. ... .. ... .. .. .. ... 82,333 135,849 198,087 177,930
— to be recovered after more than 12 months . .............. .. ... ............ 27,257 186,060 292,750 387,368
Offset by deferred tax liabilities . . ........ ...t (69,655) (60,740)  (40,554) (26,439)
Net deferred inCOME taxX @SSELS . . . .o vt vttt ettt et e e 39,935 261,169 450,283 538,859

Deferred income tax liabilities:
—to be recovered within 12 months . ......... ... .. . . .. . — — — —

— to be recovered after more than 12 months . ............................... (77,994) (66,256) (48,162) (36,846)
Offset by deferred inCOME tax ASSELS . . ..o vv ettt et 69,655 60,740 40,554 26,439
Net deferred income tax liabilities .. ......... ... .. ... it (8,339) (5,516) (7,608) (10,407)
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The gross movements on the deferred income tax account is as follows:

Fair value
Impairment changes on
provision financial
Tax losses on financial Unrealized assets carried Lease
Deferred income tax assets carried forward assets profit at FVPL liabilities ~ Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At January 1,2018 ............ 1,841 3,432 — — 79,665 304 85,242
Credit/(charged) to the
consolidated income
statement .................. 25,670 6,058 526 135 (8,349) 562 24,602
Currency translation differences . . (254) — — — — — (254)
At December 31,2018 ......... 27,257 9,490 526 135 71,316 866 109,590
Credit/(charged) to the
consolidated income
statement .................. 159,905 37,406 23,796 669 (9,161) 805 213,420
Disposals of subsidiaries ........ (1,226) — — — — — (1,226)
Currency translation differences . . 125 — — — — — 125
At December 31,2019 ......... 186,061 46,896 24,322 804 62,155 1,671 321,909
Credit/(charged) to the
consolidated income
statement .................. 106,374 74,220 (7,414) 5,077 (18,567) 8,922 168,612
Currency translation differences . . 316 — — — — — 316
At December 31,2020 ......... 292,751 121,116 16,908 5,881 43,588 10,593 490,837
Credit/(charged) to the
consolidated income
statement .................. 27,377 50,186 (559) 612)  (12,797) 11,087 74,682
Currency translation differences . . (221) — — — — — (221)
AtJune 30,2021 .............. 319,907 171,302 16,349 5,269 30,791 21,680 565,298
Fair value
changes on
financial assets  Right-of-use
Deferred income tax liabilities carried at FVPL assets Others Total
RMB’000 RMB’000 RMB’000 RMB’000
At January 1, 2018 ... ... ... — (79,665) — (79,665)
(Charged)/credit to the consolidated income statement .................... (8,339) 10,010 — 1,671
AtDecember 31,2018 . . . ... ... ... (8,339) (69,655) — (77,994)
Credit/(charged) to the consolidated income statement .................... 2,823 9,300 (385) 11,738
AtDecember 31,2019 .. ... ... ... . ... (5,516) (60,355) (385) (66,256)
(Charged)/credit to the consolidated income statement . ................... (2,092) 20,290 (104) 18,094
At December 31,2020 .. ... ... .t (7,608) (40,065) (489) (48,162)
(Charged)/credit to the consolidated income statement . ................... 2,277) 13,626 (33) 11,316
AtJune 30,2021 ... ... (9,885) (26,439) (522) (36,846)

— I-86 —




APPENDIX I ACCOUNTANT’S REPORT

21 Inventories

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Purchased hardware and components . .................ouiiiuiiunnenneenn . 65,944 152,909 415,894 377,071
Contract fulfillment COSt . .. ... ...t 60,458 294,033 336,191 339,426
126,402 446,942 752,085 716,497
Less: allowance for impairment of inventories ......................c..oou... 9,116) (16,883) (36,564) (49,340)
117,286 430,059 715,521 667,157

The provision for impairment of inventories recorded as cost of sales during the years ended
December 31, 2018, 2019 and 2020, and the six months ended June 30, 2020 and 2021 were
RMB9,116,000, RMB13,430,000, RMB23,138,000, RMBS&,687,000 and RMB16,286,000,

respectively.
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22 Financial instruments by category
The Group holds the following financial instruments:
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets:
Financial assets at amortized cost:
— Financial assets included in trade and other
receivables (Note 23) ..., 1,374,781 4,544,877 4,419,872 3,805,092
— Amount due from preferred shareholders (Note 25) . . . 1,391,451 878,900 8,593,109 —
— Long-term receivables (Note 24) ................ 96,898 46,239 127,502 221,116
— Restricted cash (Note 27) ...................... 2,138,999 4,284,298 493,364 477,548
— Term deposits (Note 27) .. ..., 1,407,737 1,286,116 5,890,189 7,938,748
— Cash and cash equivalents (Note 27) ............. 7,227,109 6,672,914 11,427,871 8,925,817
Financial assets at fair value through profit or loss
(NOtE 26) .« ottt e 1,851,442 2,901,406 3,738,568 6,686,983
15,488,417 20,614,750 34,690,475 28,055,304
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities:
Financial liabilities at amortized cost:
— Borrowings (Note 36) ......... ... .. ..., 1,557,241 3,356,526 1,016,561 621,917
— Lease liabilities (Note 17) . ..................... 465,678 418,773 293,637 244,018
— Long-term payables (Note 32(b)) ................ — — 66,148 32,337
— Financial liabilities included in trade and other
payables (Note 32) ........... ... i, 626,202 2,661,610 1,246,216 1,167,239
— Amount due to preferred shareholders (Note 33) .. .. 494,744 92,090 5,206,029 —
— Other non-current liabilities (Note 35) ............ — 280,550 260,996 258,404
Financial liabilities at fair value through profit or loss:
— Preferred shares liabilities (Note 30(a)) ........... 18,506,185 27,105,669 50,185,657 52,036,956
— Other financial liabilities (Note 30(b)) ............ 260,216 7,735 14,005 —
21,910,266 33,922,953 58,289,249 54,360,871
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23 Trade, other receivables and prepayments
The Group
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Notes receivables (i) .......... ...ttt 34,704 58,285 209,513 53,778
Provision for impairment ................ ... . ..., .. (435) (718) (2,127) (11,005)
34,269 57,567 207,386 42,773
Trade receivables (ii)
— Due from related parties (Note 40(¢c)) ............... 279,760 159,187 186,743 146,144
— Due from third parties . ........... ... .. .. ...... 1,051,792 2,455,667 3,561,703 3,780,000
Gross trade receivables . ......... .. .. 1,331,552 2,614,854 3,748,446 3,926,144
Provision for impairment ........................... (101,985) (211,626) (609,786) (784,760)
1,229,567 2,403,228 3,138,660 3,141,384
Other receivables (iii)
— Refundable deposits (a) . ..., 53,307 63,583 60,314 70,816
— Loans to third parties (b) . ......... ... .. ... .... 10,003 10,003 38,838 —
— Loans to related parties (b) .. ..., 833 833 14,093 666
— Payments on behalf of customers (¢) ................ — 2,110,663 1,098,364 699,924
—Others (d) ........ 50,369 63,345 107,120 108,780
Gross otherreceivables ........... ... .. ... ... .... 114,512 2,248,427 1,318,729 880,186
Provision for impairment (€) .. ............ .. ... ...... (3,567) (164,345) (244,903) (259,251)
110,945 2,084,082 1,073,826 620,935
Prepayments .......... .. ... . .. ... 69,055 113,959 119,374 146,500
Prepaid listing eXpenses . ..............coiuiuiiion.. — — — 2,135
Input VAT tobededucted .. ............ ... ... ...... 23,326 19,257 44,302 83,085
Total trade, other receivables and prepayments .......... 1,467,162 4,678,093 4,583,548 4,036,812

As at December 31, 2018, 2019, 2020 and June 30, 2021, the fair value of trade and other
receivables of the Group, except for the prepayments and input VAT to be deducted which are not

financial assets, approximated their carrying amounts.
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The carrying amounts of the Group’s trade, other receivables and prepayments, excluding
provision for impairment, are denominated in the following currencies:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
RMB .. 1,500,136 4,798,902 5,142,749 4,668,428
HKD .o 55,786 3,200 34,596 59,974
JPY 9,393 14,427 25,749 2,319
SGD .. 5,693 196,725 114,795 134,876
USD .o 2,141 21,340 85,170 127,065
Others . ... — 20,188 37,305 99,166

1,573,149 5,054,782 5,440,364 5,091,828

(i) Notes receivables

The aging of notes receivables is within 180 days, which is within the Group’s credit terms.

(ii) Trade receivables

The credit terms given to trade customers are determined on an individual basis with normal
credit period mainly around 90 to 270 days. The aging analysis of the trade receivables based on date
of revenue recognition is as follows:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Uptobmonths ...........c. ... 1,078,835 1,631,490 2,078,068 1,260,422
6monthsto lyear ......... .. .. .. .. ... .. .. ... ... .... 166,871 576,716 231,988 1,377,000
THO2 YearS . oottt 75,407 378,457 1,152,067 898,479
2H0 3 YOAS v o ettt e 10,238 18,084 258,975 335,312
Morethan 3 years . .........couuiiiniiiiea.. 201 10,107 27,348 54,931

1,331,552 2,614,854 3,748,446 3,926,144

Due to the short-term nature of the current receivables, their carrying amounts are considered
to be approximately the same as their fair values.

The Group does not hold any collateral as security over these debtors.

Impairment and risk exposure

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which
uses a lifetime expected loss allowance for all trade receivables. On the basis as described in
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Note 3.1(b), the loss allowance for trade receivables as at December 31, 2018, 2019, 2020 and

June 30, 2021 are determined as follows:

As at December 31, 2018, no individually impaired trade receivables.

Upto6 6months 1to2 2to3

3tod Over 4

At December 31, 2018 months to1year  years years years years Total
Expected creditlossrate ................ 4.52% 16.16%  30.25%  32.57%  54.23% — N.A.
Gross carrying amount — trade receivables (RMB’000) .. 1,078,835 166,871 75,407 10,238 201 — 1,331,552
Loss allowance (RMB’000) .............. (48,764)  (26,966) (22,811) (3,335) (109) — (101,985)

As at December 31, 2019, the loss

determined as follows:

allowance of individually impaired trade receivables is

Trade Expected Loss
Individual receivables credit loss rate allowance Reason
RMB’000 % RMB’000

The likelihood of

Trade receivables . ... ... . . . 5,415 100% (5,415) recovery
Upto6 6months 1to2 2to3 3tod Over 4

At December 31, 2019 months  to 1 year years years years years Total
Expected credit lossrate ................ 2.80% 9.39%  25.06%  42.93%  56.54% — N.A.
Gross carrying amount — trade receivables (RMB’000) .. 1,631,437 575,790 376,406 18,034 7,772 — 2,609,439
Loss allowance (RMB’000) .............. (45,681)  (54,067)  (94,327) (7,742) (4,394) —  (206,211)

As at December 31, 2020, the loss

determined as follows:

allowance of individually impaired trade receivables is

Trade Expected Loss
Individual receivables credit loss rate allowance Reason
RMB’000 % RMB’000
The likelihood of
Trade receivables . . ... ... e 8,163 100% (8,163) recovery
Upto6 6 months 1to2 2to3 3to4 Over 4

At December 31, 2020 months  to 1 year years years years years Total
Expected credit lossrate ................ 4.67% 12.65% 2927%  4742% 56.80% 100.00% N.A.
Gross carrying amount — trade receivables

(RMB’000) ...t 2,078,067 231,918 1,149,668 256,556 16,422 7,652 3,740,283
Loss allowance (RMB’000) ............. (97,139)  (29,338) (336,507) (121,659) (9,328) (7,652)  (601,623)
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As at June 30, 2021, the loss allowance of individually impaired trade receivables is
determined as follows:

Trade Expected Loss
Individual receivables credit loss rate allowance Reason
RMB’000 % RMB’000
The likelihood of
Tradereceivables . . .. ... ... . 75,407 30.72% (23,163) recovery

Upto6 6 months 1to2 2to3 3to4 Over 4

At June 30, 2021 months to 1 year years years years years Total
Expected creditlossrate ......... ... ... ... 7.74% 16.51% 29.43%  46.42% 56.88% 100.00% N.A.
Gross carrying amount — trade receivables

(RMB’000) . vvvveee e 1,258,921 1,312,001 897,046 331,799 49,735 1,235 3,850,737
Loss allowance (RMB’000) ...................... (97,440) (216,611)  (264,001) (154,021) (28,289) (1,235)  (761,597)

(iii) Other receivables
(a) Refundable deposits

Refundable deposits consists primarily of security deposits for rental and projects.
(b) Loans to third parities and related parties

During the Track Record Period, the Group granted loans to third parties and related parties for
its general business operations. These loans were repayable on demand. Majority of the outstanding
balances have been settled during the six months ended June 30, 2021.
(¢c) Payments on behalf of customers

Payments on behalf of customers represent receivables arising from the sales transactions the
Group acting as an agent. As discussed in Note 2.26(v) and Note 4.4(ii), the Group assessed whether
revenue should be reporting on a gross or net basis for each sales transaction. For certain sales
transactions where the Group acts as agent during the Track Record Period, revenue is recorded on a
net basis and the receivables arising from these transactions were recorded in other receivables.

(d) Others

Others primarily include staff advance and receivables due from staff for exercise of restricted
shares and share options.

(e) Impairment and risk exposure

For other receivables, management makes periodic collective assessments as well as individual
assessment on the recoverability of other receivables based on historical settlement records and past
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experiences incorporating forward-looking information. Impairment on other receivables is measured
as either 12-month expected credit losses or lifetime expected credit loss, depending on whether
there has been a significant increase in credit risk since initial recognition. If a significant increase
in credit risk of a receivable has occurred since initial recognition, then impairment is measured as
lifetime expected credit losses.

ECL model for other receivables, as summarized below:

. The other receivables that is not credit-impaired on initial recognition is classified in
‘Stage 1’ and has its credit risk continuously monitored by the Group. The expected credit
loss is measured on a 12-month basis;

. If a significant increase in credit risk (as defined below) since initial recognition is
identified, the financial instrument is moved to ‘Stage 2’ but is not yet deemed to be
credit-impaired. The expected credit loss is measured on lifetime basis;

. If the financial instrument is credit-impaired (as defined below), the financial instrument
is then moved to ‘Stage 3’. The expected credit loss is measured on lifetime basis; and

. Under Stages 1 and 2, interest income is calculated on the gross carrying amount (without
deducting the loss allowance). If a financial asset subsequently becomes credit-impaired
(Stage 3), the Group is required to calculate the interest income by applying the effective
interest method in subsequent reporting periods to the amortized cost of the financial asset
(the gross carrying amount net of loss allowance) rather than the gross carrying amount.

The loss allowance recognized in the period is impacted by a variety of factors, as described

below:

. Transfer between stage 1 and stage 2 or 3 due to other receivables experiencing
significant increases (or decreases) of credit risk in the period, and the subsequent “step
up” (or “step down”) between 12-month and Lifetime ECL;

. Additional allowances for new financial instruments recognized, as well as releases for
other receivables derecognized in the period; and

. Other receivables derecognized and write-offs of allowance related to assets that were

written off during the period.

The Group considers customers as follows:

. ‘Stage 1’ — Customers who have a low risk of default and a strong capacity to meet
contractual cash flows;

— 193 —



APPENDIX I

ACCOUNTANT’S REPORT

. ‘Stage 2° — Customers whose repayments are due past but with reasonable expectation of

recovery; and

. ‘Stage 3° — Customers whose repayments are due past and with low reasonable

expectation of recovery.

Loss allowance

The following tables explain the changes in the loss allowance for other receivables between

the beginning and the end of the years/periods:

Gross carrying amount as of December 31, 2018

Loss Allowance as of December 31,2018 .................

Expected creditlossrate .............. ...

Gross carrying amount as of December 31, 2019

Loss Allowance as of December 31,2019 .................

Expected creditlossrate ......................... . ...,

Gross carrying amount as of December 31, 2020

Loss Allowance as of December 31,2020 . ................
Expected creditlossrate .......... ... ...,

Gross carrying amount as of June 30,2021 ................
Loss Allowance as of June 30,2021 .....................

Expected creditlossrate ................. ... ... .. ...,

The Company

Amount due from subsidiaries . ...................

Prepaid listing expenses .. .............coviuiin...

Less: provision for impairment ...................

24 Long-term receivables

Stage 1 Stage 2
12-month ECL.  Lifetime ECL

Stage 3
Lifetime ECL Total

RMB’000 RMB’000 RMB’000 RMB’000
114,512 — — 114,512
(3,567) — — (3,567)
3.11% — — N.A.
2,004,443 — 243,984 2,248,427
(56,797) — (107,548)  (164,345)
2.83% — 44.08% N.A.
1,036,181 — 282,548 1,318,729
(27,662) — (217,241)  (244,903)
2.67% — 76.89% N.A.
582,278 — 297,908 880,186
(22,532) — (236,719)  (259,251)
3.87% — 79.46% N.A.
As at December 31, As at June 30,
2018 2019 2020 2021

RMB’000  RMB’000  RMB’000 RMB’000
11,938,841 16,953,235 22,489,573 31,021,921

— 2,135

11,938,841 16,953,235 22,489,573 31,024,056

(11,939) (16,951)

(22,475) (31,025)

11,926,902 16,936,284 22,467,098 30,993,031

Long-term receivables represented the receivables due for settlement by installments, which are

generally between 1 to 5 years. Long-term receivables contains significant financing components.
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Accordingly, these receivables are recognized initially at fair value and subsequently at amortized
cost using the effective interest method. The portion due for settlement within 1 year is reclassified
to trade receivables. The balance of long-term receivables were analyzed in the following table.

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000

Payment by installment sales contract . ................ i 100,896 98,525 171,249 443,691
Less: due within One year . .. ...ttt — (41,305) (10,159) (206,088)

100,896 57,220 161,090 237,603
Less: provision for impairment . .............. . ... . (3,998) (10,981) (33,588) (16,487)

96,898 46,239 127,502 221,116

The fair value of long-term receivables during the Track Record Period is as follows:

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Fairvalue ....... ... .. 96,826 45,966 127,386 221,732

Impairment and risk exposure

All of long-term receivables are denominated in RMB. As a result, there is no exposure to
foreign currency risk.

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which
uses a lifetime expected loss allowance for long-term receivables. On the basis as described in
Note 3.1, the loss allowance for long-term receivables as at December 31, 2018, 2019, 2020 and
June 30, 2021 are determined as follows:

As at December 31, 2018, the loss allowance of impaired long term receivables is determined

as follows:
Trade Expected Loss
receivables credit loss rate allowance Reason
RMB’000 % RMB’000
The likelihood of
Long-term receivables . ......... ..ot 100,896 3.96% (3,998) recovery
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As at December 31, 2019, the loss allowance of impaired long term receivables is determined

as follows:
Trade Expected Loss
receivables credit loss rate  allowance Reason
RMB’000 % RMB’000
The likelihood of
Long-term receivables . ......... ... 57,220 19.19% (10,981) recovery

As at December 31, 2020, the loss allowance of impaired long term receivables is determined

as follows:
Trade Expected Loss
receivables credit loss rate allowance Reason
RMB’000 % RMB’000
The likelihood of
Long-term receivables . ......... ..o 161,090 20.85% (33,588) recovery

As at June 30, 2021, the loss allowance of impaired long term receivables is determined as

follows:
Trade Expected Loss
receivables credit loss rate  allowance Reason
RMB’000 % RMB’000
The likelihood of
Long-term receivables . ......... ..ot 237,603 6.94% (16,487) recovery

The decrease in expected credit loss rate for long-term receivables as at June 30, 2021 was due to the change in
customer portfolio, primarily attributable to the reclassification of current portion of long-term receivables with higher

expected credit loss rate to trade receivables.

25 Amount due from preferred shareholders

Amount due from preferred shareholders represented the proceeds from subscription of
preferred shares have not been received by the Company that the Company has already issued
preferred shares to preferred shareholders. Some preferred shareholders paid RMB equivalent
amounts as deposits to subsidiaries of the Company which was recorded as amount due to preferred
shareholders during the Track Record Period (Note 33). The preferred shareholders settled all these
outstanding balances during the six months ended June 30, 2021.
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The loss allowance was assessed for amount due from preferred shareholders and analyzed in

Note 3.1(b).
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Amount due from preferred shareholders ..................... .. ... ... ... 1,393,998 881,272 8,608,238 —
Less: provision for impairment . ............. ... ... i (2,547) 2,372) (15,129) —

1,391,451 878,900 8,593,109

26 Financial assets at fair value through profit or loss

(i) Classification of financial assets at fair value through profit or loss

The Group classified the following financial assets at fair value through profit or loss (FVPL):

. Debt investments that do not qualify for measurement at either amortized cost or FVOCI;
. Equity investments that are held for trading; and
. Equity investments for which the entity has not elected to recognize fair value gains and

losses through OCI.

Financial assets mandatorily measured at FVPL include the following:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Non-current assets
Debt investments (a)
—UNBStEd . ..o 1,472,063 2,442272 2,453,104 2,858,230
— Fund .. 104,709 214,424 291,501 519,277
Equity investments (b)
—LaSted . 66,659 47,194 783,216 860,556
—UNLStEd .ot 208,011 197,516 208,675 260,431
Derivative — Put option liability (Note 2.21(d)) ......... ..., —_ —_ 2,072 2,115
1,851,442 2,901,406 3,738,568 4,500,609
Current assets
Structured deposits (C) . ... .ottt — — — 2,186,374
1,851,442 2,901,406 3,738,568 6,686,983
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Debt investments

(a)

The movement of the debt investments during the Track Record Period are as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
At beginning of the year/period ............. ... ... i 133,235 1,576,772 2,656,696 2,744,605
AdItIONS . . oot 1,338,084 1,202,954 150,848 684,615
DISPOSALS .« . ottt — — (2,600) (32,349)
Interest received . ... ..ottt — — (63,234) —
Fair value changes . ............ .. i 65,285 (149,292) 139,949 1,562
Currency translation differences .. .......... ... i 40,168 26,262  (137,054) (20,926)
Atend of the year/period . ........ ... ... i 1,576,772 2,656,696 2,744,605 3,377,507

The Group made investments in various industry companies in the form of convertible

redeemable preferred shares, ordinary shares with preferential rights and convertible loans. The

Group has the right to require and demand the investees to redeem all of the investments held by the

Group at guaranteed predetermined amount upon redemption events which are out of control of the

investees.

Hence these investments are accounted for as debt instruments and are measured as

financial assets at fair value through profit or loss. In addition, the Group also made investments in

certain investment funds as a limited partner, these investments were included in debt investments,

depending on the investment contract terms.

(b)

Equity investments

The movement of the equity investments during the Track Record Period are as follows:

Six months
ended
Year ended December 31, June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000  RMB’000
At beginning of the year/period . .. ....... ...t 4,555 274,670 244,710 991,891
AdItIONS . .\ oot 273,404 34,732 806,732 82,347
DISPOSALS - . o ot (10,317) (75,965) — (46,159)
Fair value changes . . ... (467) 9,945 (4,637) 104,109
Currency translation differences . .............. . 7,495 1,328 (54,914) (11,201)
Atend of the year/period . ... ...t 274,670 244,710 991,891 1,120,987

The fair values of the listed securities are determined based on the closing price quoted in

active markets. The fair values of the unlisted securities are measured using a valuation technique

with unobservable inputs. The major assumptions used in the valuation refer to Note 3.3(c).
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(¢) Structured deposits

Structured deposits represented the wealth management products issued by reputable banks in
mainland China or in Hong Kong. The wealth management products were non-principal protected
with maturity of less than 1 year.

The movement of the wealth management products during the Track Record Period are as

follows:
Six months
ended
Year ended December 31, June 30,
2018 2019 2020 2021
RMB’000  RMB’000  RMB’000 RMB’000
At beginning of the year/period .. ........ .. ... . 160,000 — — —
AddItIONS . ..o 961,000 3,676,000 6,933,000 10,924,000
DISPOSALS . . ottt (1,126,657) (3,697,544) (6,966,061) (8,779,772)
Fair value changes . ......... .. 5,657 21,544 33,061 42,146
Atend of the year/period . ....... ... ... — — — 2,186,374

(d) Amounts recognized in the consolidated income statements

During the Track Record Period, the following gains/(losses) were recognized in the
consolidated income statements:

Year ended December 31, Six months ended June 30,

2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Fair value gains/(losses) on investments in:

Debt iNVESIMENTS . . ..\ v vttt et ettt 65,285  (149,292) 139,949 (53,627) 1,562
Equity investments .. ............oiuiiiiiii (467) 9,945 (4,637) (1,602) 104,109
Derivative ... ...t — (266) 2,338 17 43
Structured deposits .. ... ... 5,657 21,544 33,061 4,033 42,146
70,475  (118,069) 170,711 (51,179) 147,860

(e) Risk exposure and fair value measurements

Information about the Group’s exposure to financial risk and information about the methods
and assumptions used in determining fair value are set out in Note 3.3.
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27 Cash and cash equivalents, restricted cash and term deposits

The Group

(a) Cash and cash equivalents

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Cashatbanksandinhand . .......... ... ... .. . ... i, 10,773,845 12,243,328 17,811,424 17,342,113
Less : restricted cash (D) .. ... oot e (2,138,999) (4,284,298) (493,364) (477,548)
Less : term deposits with initial term of over three months (¢) ............... (1,407,737)  (1,286,116) (5,890,189) (7,938,748)
Cash and cash equivalents . ............ ... i, 7,227,109 6,672914 11,427,871 8,925,817

(b) Restricted cash

As at December 31, 2018, USD310,367,000 (equivalent to RMB2,130,107,000) was restricted
guarantee deposits held in a separate reserve account that is pledged to the bank as security deposits
under bank borrowings agreements (Note 36). RMB3,890,000 was restricted guarantee deposits held
at bank as unconditional and irrevocable guarantee. RMB5,002,000 was restricted deposits held at
bank as a special fund, which is regulated by the Science and Technology Innovation Committee of
Shenzhen, the Department of Finance of Shenzhen and the bank.

As at December 31, 2019, USD611,551,000 (equivalent to RMB4,266,222,000) was restricted
guarantee deposits held in a separate reserve account that is pledged to the bank as security deposits
under bank borrowings agreements (Note 36). RMB18,076,000 was restricted guarantee deposits for
issuance of bank acceptance notes.

As at December 31, 2020, USD73,700,000 (equivalent to RMB480,887,000) was restricted
guarantee deposits held in a separate reserve account that is pledged to the bank as security deposits
under bank borrowings agreements (Note 36). RMB12,151,000 was restricted guarantee deposits for
issuance of bank acceptance notes. USD50,000 (equivalent to RMB326,000) was restricted deposits
for credit cards and foreign currency accounts.

As at June 30, 2021, USD73,700,000 (equivalent to RMB476,109,000) was restricted guarantee
deposits held in a separate reserve account that is pledged to the bank as security deposits under
bank borrowings agreements (Note 36). RMBI1,116,000 was restricted guarantee deposits for
issuance of bank acceptance notes. USD50,000 (equivalent to RMB323,000) was restricted deposits
for credit cards and foreign currency accounts.

(c) Term deposits were deposits with initial terms of over three months were neither past due nor
impaired. The directors of the Company considered that the carrying amount of the term
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deposits with initial terms of over three months approximated to their fair value as at

December 31, 2018, 2019 and 2020 and June 30, 2021.

Cash and cash equivalents are denominated in:

— Arab Emir Dirham (“AED”™) ... ...
— New Taipei Dollar (“NTD™) ... ... e
 OthTS . ot

Restricted cash is denominated in:

Term deposit is denominated in:

The Company

(a) Cash and cash equivalents

Cash and cash equivalents . ........... ...ttt
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As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000  RMB’000 RMB’000
5,873,854 4,450,829 1,747,497 5,647,754
1,264,452 1,991,702 9,618,367 3,235,424
55,121 50,271 9,799 1,055
17,975 32,535 20,006 35,888
15,674 147,576 22,164 649
— — 6,840 —
— — 2,390 —
33 1 808 5,047
7,227,109 6,672914 11,427,871 8,925,817
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
2,130,107 4,266,222 481,213 476,432
8,892 18,076 12,151 1,116
2,138,999 4,284,298 493,364 477,548
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
1,407,737 1,286,116 5,789,576 7,834,663
— — 100,613 104,085
1,407,737 1,286,116 5,890,189 7,938,748
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
303,266 38,212 436 412,452
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Cash and cash equivalents are denominated in:
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000

U S L 303,262 38,209 433 411,414
— RM B . 3 3 3 3
— HEK D . 1 — — 1,035
303,266 38,212 436 412,452

28 Share capital

Authorized:
Number of Number of

ordinary shares  preferred shares
AtJanuary 1, 2018 . .. ... 199,559,695 440,305
Share SPLit . . ..o oo 1,994,794,900,560 5,005,099,440
Re-designation upon issuance of preferred shares .......... ... ... .. . i (6,940,000,255) 6,940,000,255
At December 31, 2018 and January 1,2019 .. ... ... ... ... . . 1,988,054,460,000 11,945,540,000
Re-designation upon issuance of preferred shares ............ ... .. .. ... . i . (1,878,101,397) 1,878,101,397
At December 31, 2019 and January 1,2020 .. ............ .. i 1,986,176,358,603 13,823,641,397
Re-designation upon issuance of preferred shares ......... ... .. ... .. . ... . . (6,058,330,000) 6,058,330,000
At December 31, 2020 and January 1,2021 .. ...... ... .. ...t 1,980,118,028,603 19,881,971,397
Re-designation upon issuance of preferred shares ............. . ... .. . . i (183,170,000) 183,170,000
AtJune 30, 2021 . ... s 1,979,934,858,603 20,065,141,397

Issued:

Note Number of shares Share capital

RMB’000

At January 1, 2008 . .. .. 985,404 2
Share Split . . ...t (a) 9,853,054,596 *
Repurchase of ordinary shares . ......... ... ... . . (b) (645,450,000) —
AtDecember 31,2018 . . ... ... ... (c) 9,208,590,000 2
Issue of ordinary Shares . . ... ... ..ot (d) 1,056,840,000
Repurchase of ordinary shares . ......... ... ... i (d) (52,891,397) —
At December 31,2019 and 2020 . .. . ... ... . 10,212,538,603 2
Issue of ordinary Shares . .. ... (e) 1,504,720,000 *
At June 30, 2021 ... 11,717,258,603 2
* represents that the amount is less than RMB 1,000 for respective year/period.
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(a)

(b)

(c)

(d)

On October 15, 2014, the Company was incorporated in the Cayman Islands with an authorized
share capital of USDS50,000 divided into 200,000,000 ordinary shares of par value of
USDO0.00025 each, of which 1 ordinary share had been issued to Amind Inc. (“Amind”) on
February 12, 2015.

On May 26, 2015 and June 30, 2015, pursuant to shareholder resolutions, additional 820,403
ordinary shares with a total cash consideration of USD6,887,163 had been issued to Amind,
including USD205 recorded in share capital and USD6,886,958 (equivalent to RMB43,866,000)
recorded in share premium.

On December 8, 2017, pursuant to several equity transfer agreements, Amind transferred 7,273
ordinary shares to two investors, namely SCP AIV II, L.P. and Desire Perfect Limited. No
change in the Company’s share capital and other reserve after the equity transfer.

On December 30, 2016 and June 30, 2017, pursuant to shareholder resolutions, 165,000
ordinary shares of par value of USD0.00025 each, was issued to Sense Talent Limited (“Sense
Talent”) as a reserved share-based compensation plan pool. These ordinary shares are recorded
in treasury shares in the consolidated financial statements and will transfer to ordinary shares
upon exercise of options or RSUs according to the share-based compensation plan (Note 31).

On April 9, 2018, pursuant to a shareholder resolution, the Company split its ordinary shares
with a ratio of 1:10,000. Upon the share split, the total number of ordinary shares increased
from 985,404 to 9,854,040,000, Amind held 8,131,310,000 ordinary shares, Sense Talent held
1,650,000,000 ordinary shares, SCP AIV II, L.P. held 63,640,000 ordinary shares and Desire
Perfect Limited held 9,090,000 ordinary shares.

On April 17, 2018 and June 8, 2018, pursuant to shareholder resolutions, the Company
repurchased 602,550,000 and 42,900,000 ordinary shares from Amind and Sense Talent,
respectively. The total cash consideration was USD82,064,970, equivalent to RMB551,082,000,
including USD16 recorded as a decrease in share capital and USD82,064,954 (equivalent to
RMB551,082,000) recorded as a decrease in other reserve.

On February 1, 2019, pursuant to a board resolution, Sense Talent transferred all its remaining
ordinary shares to SenseTalent Management Limited (“SenseTalent Management”), another
share-based compensation plan vehicle.

On February 1, 2019, pursuant to board resolutions, additional 1,056,840,000 ordinary shares of
par value of USDO0.000000025 each, was issued to SenseTalent Management as a reserved
share-based compensation plan pool. These ordinary shares are recorded in treasury shares in
the consolidated financial statements and will transfer to ordinary shares upon exercise of
options or RSUs according to the share-based compensation plan (Note 31). On March 27,
2019, pursuant to shareholder resolutions, the Company repurchased 52,891,397 ordinary
shares from SenseTalent Management with a total cash consideration of USD15,000,000, USD1
recorded as a decrease in share capital and USD14,999,999 (equivalent to RMB103,446,000)
recorded as a decrease in other reserve.
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(e)

(f)

On February 26, 2021, pursuant to a shareholder resolution, additional 1,504,720,000 ordinary
shares of par value of USDO0.000000025 each, was issued to SenseTalent Management as a
reserved share-based compensation plan pool.

During the six months ended June 30, 2021, SenseTalent Management transferred 246,510,000
ordinary shares to several financial investors. In the same period, Amind transferred
622,679,398 ordinary shares to XWORLD Enterprise Inc. (“XWorld”), Vision Worldwide
Enterprise Inc. (“Vision Worldwide”), Infinity Vision Enterprise Inc. (“Infinity Vision™) based
on the respective shareholding percentages of the controlling parties of these entities in Amind.
No change in the Company’s share capital and other reserve after the equity transfer.
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29 Other reserves

The Group
Shares held Other
for share Share-based comprehensive
award Share compensation income
scheme premium  expenses reserve Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At January 1,2018 . . ...... ... ... * 235,183 147,190 (66,067) 29,966 346,272
Share-based compensation expenses (Note 7) . .......... — — 15,064 — — 15,064
Exercise of restricted shares and share options ........... — 104,567 (104,538) — — 29
Repurchase of ordinary shares (Note 28(¢c)) ............. — — — — (551,082) (551,082)
Share of additions in reserves of an associate (Note 12) . . .. — — — — 18,979 18,979
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) .. ......... — — — (409,429) — (409,429)
At December 31,2018 .......... ... ... ... ... .. ... * 339,750 57,716 (475,496) (502,137) (580,167)
AtJanuary 1,2019 . ....... ... ... * 339,750 57,716 (475,496) (502,137) (580,167)
Share-based compensation expenses (Note 7) ........... — — 131,019 — — 131,019
Exercise of restricted shares and share options ........... — 24,523 (22,802) — — 1,721
Repurchase of ordinary shares (Note 28(d)) ............. — — — — (103,446) (103,446)
Capital injections by non-controlling shareholders . ....... — — — — 151,059 151,059
A put liabilities with a non-controlling shareholder ....... — — — — (279,048) (279,048)
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) .. ......... — — — (194,322) —  (194,322)
At December 31,2019 .......... ... ... ... ... ... * 364,273 165,933 (669,818) (733,572) (873,184)
At January 1,2020 . .......... ... ...l * 364,273 165,933 (669,818) (733,572) (873,184)
Share-based compensation expenses (Note 7) . .......... — — 887,043 — — 887,043
Exercise of restricted shares and share options ........... — 694,149 (681,669) — — 12,480
Loans waived by controlling shareholder ............... — — — — 39,104 39,104
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) .. ......... — — — (498,299) — (498,299)
At December 31,2020 ............. ... ... ..., * 1,058,422 371,307 (1,168,117) (694,468) (432,856)
At January 1,2021 . ....... ... ... ... . * 1,058,422 371,307 (1,168,117) (694,468) (432,856)
Share-based compensation expenses (Note 7) . .......... — — 1,421,007 — — 1,421,007
Exercise of restricted shares and share options ........... — 1,307,211 (1,278,178) — — 29,033
Capital contribution by controlling shareholder .......... — — — — 10,365 10,365
Consideration paid to the then equity owners for acquisition

of subsidiaries under common control .. .............. — — — —  (15,219) (15,219)
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) .. ......... — — — (2,507) — (2,507)
Asat June 30,2021 ... * 2,365,633 514,136 (1,170,624) (699,322) 1,009,823
* represents that the amount is less than RMB 1,000 for respective year/period.
(i) During the Track Record Period, SenseFancy Investment Limited and Amind Holding Inc., companies ultimately

controlled by the controlling shareholder, Prof. Tang, gradually provided shareholder loans to SenseTime Investment
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Limited with a total amount of RMB39,104,000. Pursuant to an agreement on December 31, 2020, all these shareholder

loans were waived and recorded as an increase in other reserve (Note 40(b)).

(i1)  During the six months ended June 30, 2021, the Company received a cash contribution from the controlling shareholder,
Prof. Tang, with a total amount of USD1,604,000 (equivalent to RMB10,365,000) and recorded as a capital contribution

by controlling shareholder in other reserve.

(iii)

During the six months ended June 30, 2021, the Group acquired 100% equity interest in SenseTime Investment Limited

from Amind Holding Inc. at a consideration of USD2,355,000 (equivalent to RMB15,219,000). The total purchase
consideration of RMB15,219,000 was recorded in other reserve and settled subsequently in August 2021.

The Company

AtJanuary 1,2018 ......... ... ... ... ...

Share-based compensation expenses (Note 7) ...........
Exercise of restricted shares and share options ..........
Repurchase of ordinary shares (Note 28(c)) .............
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) ..........
At December 31,2018 .. .. ... ... ... ... ... ......
AtJanuary 1,2019 ......... ... ... ...

Share-based compensation expenses (Note 7) ...........
Exercise of restricted shares and share options ..........
Repurchase of ordinary shares (Note 28(d)) ... ..........
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) ..........
At December 31,2019 .. ......... .. ... ... .. .. ...
At January 1,2020 ............ .. ... .. ...

Share-based compensation expenses (Note 7) ...........
Exercise of restricted shares and share options ..........

Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) ..........
At December 31,2020 .. ........... ... ... ... ......
At January 1,2021 ......... ... ... ...

Share-based compensation expenses (Note 7) ...........
Exercise of restricted shares and share options ..........
Capital contribution by controlling shareholder . .........
Changes in credit risk for financial liabilities designated as

at fair value through profit or loss (Note 30) ..........

Asat June 30,2021 .......................... .. ...

Share-based Other
compensation comprehensive
Share premium expenses income reserve  Others Total
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
235,183 147,190 (66,067) — 316,306
— 15,064 — — 15,064
104,567 (104,538) — — 29
— — —  (551,082) (551,082)
_ — (409,429) —  (409,429)
339,750 57,716 (475,496) (551,082)  (629,112)
339,750 57,716 (475,496) (551,082)  (629,112)
— 131,019 — — 131,019
24,523 (22,802) — — 1,721
— — —  (103,446) (103,446)
— — (194,322) —  (194,322)
364,273 165,933 (669,818)  (654,528)  (794,140)
364,273 165,933 (669,818)  (654,528)  (794,140)
— 887,043 — — 887,043
694,149 (681,669) — — 12,480
— — (498,299) —  (498,299)
1,058,422 371,307 (1,168,117)  (654,528) (392,916)
1,058,422 371,307 (1,168,117)  (654,528) (392,916)
— 1,421,007 — — 1,421,007
1,307,211 (1,278,178) — — 29,033
— — — 10,365 10,365
_ — (2,507) — (2,507)
2,365,633 514,136 (1,170,624)  (644,163) 1,064,982
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)

(ii)

(iii)

During the year ended December 31, 2018, the Company repurchased total 487,400,000 shares
of Series A-1/A-2/B-1/B-2 preferred shares at a price of USD0.2331 per share with total cash
consideration of USD113,612,940 (equivalent to RMB733,061,000).

During the year ended December 31, 2019, the Company repurchased total 483,400,000 shares
of Series A-1/A-2/B-1/B-2 preferred shares at a price of USD0.2836 per share with total cash
consideration of USD137,092,240 (equivalent to RMB923,028,000).

During the year ended December 31, 2018, the Company issued total 602,550,000 shares of
Series C-1 preferred shares at a price of USDO0.1212 per share with total cash consideration of
USD73,053,000 (equivalent to RMB459,022,000) to one investor. The fair value of preferred
shares at the time was USD86,002,000, and the difference between the fair value and issue
value was recognized as share-based compensation with total amount of USD12,949,000
(equivalent to RMB85,617,000).

During the year ended December 31, 2018, the Company issued 602,550,000 shares of
Preferred Shares to Series C-1 preferred shareholders at a cash consideration of USD73,053,162
(equivalent to RMB459,022,000).

During the year ended December 31, 2018, the Company issued 2,895,440,000 shares of
Preferred Shares to Series C-2 preferred shareholders at a cash consideration of
USD532,760,960 (equivalent to RMB3,399,361,000).

During the year ended December 31, 2018, the Company issued 2,761,100,000 shares of
Preferred Shares to Series C+ preferred shareholders at a cash consideration of
USD643,612,410 (equivalent to RMB4,263,828,000).

During the year ended December 31, 2018 and 2019, the Company issued 2,307,091,397 shares
of Preferred Shares to Series C++ preferred shareholders at a cash consideration of
USD654,291,120 (equivalent to RMB4,499,608,000).

During the year ended December 31, 2019, the Company issued 1,825,210,000 shares of
Preferred Shares to Series C-prime preferred shareholders at a cash consideration of
USD574,941,150 (equivalent to RMB3,998,478,000).

During the year ended December 31, 2020, the Company issued 4,524,880,000 shares of
Preferred Shares to Series D preferred shareholders at a cash consideration of
USD1,599,997,568 (equivalent to RMB10,975,507,000).

During the year ended December 31, 2020 and the six months ended June 30, 2021, the
Company issued 1,716,620,000 shares of Preferred Shares to Series D+ preferred shareholders
at a cash consideration of USD702,784,228 (equivalent to RMB4,634,275,000).
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The key terms of the Series A-1 preferred shares to Series D+ preferred shares (collectively,
“Preferred Shares”) are summarized as below:

(1) Liquidation preference

In the event of the occurrence of any:

(i) Any direct or indirect consolidation, amalgamation, scheme of arrangement or merger of
any group companies or, unless otherwise consented in writing by the majority of each
series of preferred shareholders, Amind Inc. with or into any other person or other
reorganization in which the members or shareholders of such group company immediately
prior to such consolidation, amalgamation, merger, scheme of arrangement or
reorganization own less than fifty percent (50%) of such group company’s voting power in
the aggregate immediately after such consolidation, merger, amalgamation, scheme of
arrangement or reorganization, or any transaction or series of related transactions to
which such group company is a party or target in which in excess of fifty percent (50%) of
such group company’s voting power is transferred;

(i1) A sale, transfer, license or other disposition of all or substantially all of the assets
(including the material intellectual property) of any group company (or any series of
related transactions resulting in such sale, transfer, license or other disposition of all or
substantially all of the assets (including the intellectual property) of such group
company);

(iii) The exclusive licensing of all or substantially all of any group company’s intellectual
property to a third party; and

(iv) Liquidation, dissolution or winding up of the Company, whether voluntary or involuntary,

all assets and funds of the Company legally available for distribution to the shareholders (after
satisfaction of all creditors’ claims and claims that may be preferred by applicable law) shall be
distributed to the shareholders as follows:

Each holder of preferred shares shall be entitled to receive for each series of preferred shares it
holds on the preferential basis, prior and in preference to any distribution of any of the assets or
surplus funds of the Company to the holders of other series of preferred shares and ordinary shares
or any other class or series of shares by reason of their ownership of such shares, the amount equal
to the higher of (i) 120% to 500% of the respective applicable issue price (ii) internal rate of return
(“IRR”) of 8% to 15% per annum in respect of the respective applicable issue price (as adjusted for
any share splits, subdivisions, share consolidations, share dividends or similar re-capitalization
events) commencing from the relative issue date up to and including the date on which the
preference amount is received by the preferred shareholders then outstanding, plus all declared but
unpaid dividends on such respective preferred shares, by the following order: (1) Series D+; (2)
Series D; (3) Series C-prime; (4) Series C++; (5) Series C+; (6) Series C-1 and Series C-2; (7) Series
B-1, Series B-2 and Series B-3; (8) Series A-1 and Series A-2.
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If there are any assets or funds remaining after the aggregate preference amount has been
distributed or paid in full to the applicable holders of Preferred Shares, the remaining assets and
funds of the Company available for distribution to the shareholders shall be distributed rateably
among all members other than the holders of the Series A preferred shares according to the relative
number of ordinary shares held by such shareholders on an as-converted basis.

(2) Redemption rights and price

The shareholders of preferred shares may give a written notice to the Company at any time or
from time to time requesting redemption of all or part of their preferred shares under specific
conditions as provided in the Article of Association. The redemption price of each share to be
redeemed shall equal to (x) the sum of (A) one hundred percent (100%) of the issue price for each
series, (B) a compound interest rate of 8% per annum, for each year such preferred shares was
outstanding measured from the issue date with respect to such preferred shares held by certain
investors through the date of redemption thereof (calculated on a pro rata basis in case of a partial
year), plus (C) any declared but unpaid dividends thereon up to the date of actual payment of such
redemption price, proportionally adjusted for share subdivisions, share dividends, reorganizations,
reclassifications, consolidations or mergers.

For Series D-1 and Series D+ preferred shares, the Company shall repurchase all of the
preferred shares, if a request being made by any of the holders of Series D-1 and Series D+ preferred
shares, at any time after the earlier of:

(1) the failure by the Company to complete an IPO, deemed liquidation event or share sale by
June 30, 2024;

(i1) the occurrence of a material breach by any of the group companies, the founders or
founders’ companies of any of their respective representations, warrants, covenants,
agreements or undertakings as set out in the relevant agreements and such group
companies, the founders or founders’ companies fail to cure such material breach within a
reasonable period of time; and

(iii) any holder of any other class of shares has successfully exercised its redemption right.
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For other series of Preferred Shares, the redemption terms are similar, except for the respective
redemption commerce dates as set out below:

Redemption Commencement date

Series A-1, Series A-2 and Series complete a Qualified IPO by the fifth anniversary of October 10, 2021

B-1 preferred shares Series B-1 issue date
Series B-2 and Series B-3 complete an IPO, deemed liquidation event or share  January 25, 2022
preferred shares sale by the fifth anniversary of Series B-2 issue
date
Series C-1 to Series C-prime complete an IPO, deemed liquidation event or share  January 25, 2022
preferred shares sale by the fifth anniversary of Series B-2 issue
date

On June 23, 2021, the Company signed a letter with the Series A to Series C-prime preferred
shareholders to extend the redemption date of these convertible redeemable preferred shares to
January 31, 2023.

(3) Dividend rights

(i) The holders of the Preferred Shares shall be entitled to receive dividends at the same rate
as for the holders of the ordinary shares (calculated on an as converted basis), payable out
of funds or assets when and as such funds or assets become legally available therefor on
parity with each other and the holders of the ordinary shares, when, as, and if declared by
the board of directors.

(i1)) Except for an exempted distribution and except for a distribution pursuant to liquidation
preference mentioned above, no dividend or distribution, whether in cash, in property, or
in any other shares of the Company, shall be declared, paid, set aside or made with respect
to the ordinary shares at any time unless a dividend or distribution is likewise declared,
paid, set aside or made, respectively, at the same time with respect to each outstanding
Preferred Share such that the dividend or distribution declared, paid, set aside or made to
the holders of Preferred Shares thereof shall be equal to the dividend or distribution that
such holders of Preferred Shares would have received if such Preferred Share had been
converted into ordinary shares immediately prior to the record date for such dividend or
distribution, or if no such record date is established, the date such dividend or distribution
is made, and if such share then participated in and the holder thereof received such
dividend or distribution.

(4) Conversion rights

Unless converted earlier pursuant to the provisions with respect to automatic conversion as set
out below, preferred shares shall be convertible, at the option of the holder thereof, at any time into
such number of fully paid and non-assessable ordinary shares at an initial conversion ratio of 1:1,
and thereafter shall be subject to adjustment and re-adjustment from time to time if (a) any share
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splits, combination, share dividends and distribution or reorganizations, mergers, consolidations,
reclassifications, exchanges, substitutions events occurred or (b) upon issuance of new securities or
(c) if the valuation of an IPO, a deemed liquidation event or a share sale implies a price per share is
less than two and one half times (2.5X) of the Series B-1 issue price, then and in such event, the
conversion price for the Series B-1 preferred shares held by certain investors then in effect
immediately prior to the consummation of such event shall be or shall be deemed to be adjusted.

Each preferred shares shall automatically be converted into ordinary shares at the then effective
relevant conversion price upon (A) the closing of a Qualified IPO or (B) the written notice of the
majority holders of Series D+ preferred shares or (C) the written notice of the majority holders of
Series D preferred shares for conversion of Series D preferred shares, or (D) the written notice of the
majority holders of Series C++ preferred shares for conversion of Series C++ preferred shares (E) the
written notice of the majority holders of Series C+ preferred shares for conversion of Series C+
preferred shares; or (F) the written notice of the majority holders of Series C-1 and Series C-2
preferred shares for conversion of Series C-1 and Series C-2 preferred shares; or (G) the written
notice of the majority holders of Series B-2 and Series B-3 preferred shares for conversion of Series
B-2 and Series B-3 preferred shares; or (H) the written notice of the majority holders of Series B-1
preferred shares for conversion of Series B-1 preferred shares; or (I) the written notice of the
majority holders of Series A preferred shares for conversion of Series A preferred shares.

Qualified IPO means a firm commitment underwritten public offering of the ordinary shares of
the Listing Vehicle (or depositary receipts or depositary shares thereof) (i) in the United States on
the New York Stock Exchange or the NASDAQ pursuant to an effective registration statement under
the Securities Act, as amended, or on the Hong Kong Stock Exchange, Shanghai Stock Exchange,
Shenzhen Stock Exchange, or any other internationally recognized stock exchange, provided that in
the case of any other internationally recognized stock exchange, such stock exchange is approved by
(A) the Series A Majority, (B) the Series B-1 Majority, (C) the Series B-2 Majority, (D) the Series
C-1/C-2 Majority, (E) the Series C+ Majority, (F) the Series C++ Majority, (G) the Series C-prime
Majority, (H) the Series D Majority, and (I) the Series D+ Majority; and (ii) in each case, with an
offering price (net of underwriting commissions and expenses) that implies an issuing price per share
immediately upon the consummation of the public offering no lower than a pre-determined price (as
adjusted for any share splits, subdivisions, share consolidations, share dividends or similar
re-capitalization events); it being specified that any dividends or any other distributions solely in
form of cash in respect of each Share, whether paid or accrued but unpaid as at the date thereof, shall
be deducted from the issue price per share in determining whether a Qualified IPO has occurred.
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(b) Other financial liabilities

As at
As at December 31, June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Non-current
Convertible liabilities (1) . . ... oottt 254,607 — — —
Current
Warrant liability (i) . ... ... e 5,609 7,469 14,005 —
Financial liability at fair value through profitorloss ........... ... ... ... ... ..... — 266 — —
5,609 7,735 14,005 —
TOtal .o 260,216 7,735 14,005 —

(i) Convertible liabilities

Certain holders of preferred shares enter into investment agreements to subscribe for the
preferred shares before they completed the outbound procedures, which are recognized as convertible
liabilities in the consolidated balance sheets.

Convertible
liabilities
RMB’000
AtJanuary 1, 2008 . .. ..o e 290,647
Issuance of convertible HabIlitieS . . . . ... ...ttt e 35,218
Transferred to preferred share labilities . . ... ... ... e (152,649)
Fair value Change . . .. ... o 64,960
Effects of changes in credit risk for financial liabilities designated as at fair value through profitorloss ................... 7,489
Currency translation differences . ... ... ... 8,942
At December 31, 2018 and at January 1, 2019 ... ... ... . 254,607
Transferred to preferred share Habilities . .. .. .. ... ..t e e e e (255,404)
Fair value change . . . ... ... o 797
Currency translation differenCes . . .. ... ... o —
At December 31, 2001 . ... ... —
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(i1) Warrant liability

Warrant liability
RMB’000

At January 1, 2008 . ... 1,902
Fair value Change . .. ... ... 3,478
Currency translation differences . . . ... ... o 229
At December 31, 2018 and at January 1, 2019 . . . ... ... .. 5,609
Fair value Change . . ... ... ... 1,747
Currency translation differences . . ... ... ... 113
At December 31, 2019 and at January 1, 2020 . . . ... ... ..o 7,469
Fair value Change . .. ... ... 7,422
Currency translation differences . ... .. ... .. (886)
At December 31, 2020 and at January 1, 2021 . ... ... ... .. 14,005
RePUICRASE . . . oo (17,045)
Fair value Change . .. ... ... 3,324
Currency translation differences . . . ... ... . (284)
ALJUune 30, 2021 ... .. —

The Company issued a warrant to a financial investor (the “Warrant Holder”) on May 17, 2016
for a cash consideration of USD66. Pursuant to the warrant agreement, the Warrant Holder could
purchase up to 8,000,000 Series B preferred shares of the Company with a cash consideration of
USDO0.0768935 per share before May 16, 2021 (after share split). The Company repurchased the
warrant liability from the Warrant Holder at a total price of USDZ2,660,000 (equivalent to
RMB17,045,000) in May 2021.

(¢c) Fair value valuation method

The Company has engaged an independent valuer to determine the total fair value of the
Preferred Shares and other financial liabilities. The discounted cash flow method was used to
determine the total equity value of the Company and then equity allocation model was adopted to
determine the fair value of the Preferred Shares as of the dates of issuance and at the end of each
reporting period.

Key valuation assumptions used to determine the fair value of Preferred Shares and other
financial liabilities are as follows:

As at December 31, As at June 30,

2018 2019 2020 2021
DISCOUNETALE . . ..ottt ettt ettt e e e e e 20.0% 19.0% 18.0% 18.0%
DLOM . . 17.0% 14.5% 10.7% 7.8%

Discount rate was estimated by weighted average cost of capital as of each valuation date. The
DLOM was estimated based on the option-pricing method. Under the option pricing method, the cost
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of put option, which can hedge the price change before the privately held share can be sold, was
considered as a basis to determine the lack of marketability discount.

Losses on the changes in fair value of Preferred Shares and other financial liabilities of
approximately RMB3,181,972,000, RMB3,681,541,000, RMB10,563,577,000, RMB3,212,000,000
and RMB1,713,610,000 are recognized in profit or loss during the years ended December 31, 2018,
2019 and 2020 and the six months ended June 30, 2020 and 2021, respectively. In addition, losses on
the changes in fair value of Preferred Shares and other financial liabilities for the years ended
December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021 of
approximately RMB409,429,000, RMB194,322,000, RMB498,299,000, RMB326,465,000 and
RMB2,507,000 which are attributable to changes in the credit risk of the related instruments, are
recognized in other comprehensive loss for the respective years/periods.

The Company performed sensitivity test to changes in unobservable inputs in determining the
fair value of the Preferred Shares and the convertible liabilities. The changes in unobservable inputs
including DLOM and discount rate will result in a significantly higher or lower fair value
measurement. The increase in the fair value of the Preferred Shares and the convertible liabilities
would increase the loss of fair value change in the consolidated income statements. When
performing the sensitivity test, management applied an increase or decrease to each unobservable
input, which represents management’s assessment of reasonably possible change to these
unobservable inputs.

If the Company’s key valuation assumptions used to determine the fair value of the Preferred
Shares and the convertible liabilities had added/reduced 1% with all other variables held constant,
the loss before income tax for the years ended December 31, 2018, 2019 and 2020 and six months
ended June 30, 2021 respectively, the estimated fair value changes from carrying amount listed in
below table (assuming the change of key factors would not have significant impact on fair value
change attributable to credit risk):

As at December 31, 2018

DLOM Discount rate

RMB’000 RMB’000
Impact on the loss before income tax due to estimated Fair value changes of the Preferred Shares
and the convertible liabilities
A 1% ..o 119,651 1,917,617
RedUCE 1%0 .. oo (119,593) (2,267,801)

As at December 31, 2019

DLOM Discount rate

RMB’000 RMB’000
Impact on the loss before income tax due to estimated Fair value changes of the Preferred Shares
and the convertible liabilities
AdA 1% ..o 193,270 2,714,312
T L (193,141) (3,189,856)

— I-116 —



APPENDIX I ACCOUNTANT’S REPORT

As at December 31, 2020

DLOM Discount rate

RMB’000 RMB’000
Impact on the loss before income tax due to estimated Fair value changes of the Preferred Shares
and the convertible liabilities
Add 1% ..o 327,582 4,260,108
RedUCe 1% ... (393,084) (5,109,741)
As at June 30, 2021

DLOM Discount rate

RMB’000 RMB’000
Impact on the loss before income tax due to estimated Fair value changes of the Preferred Shares
and the convertible liabilities
A 1% ..o 376,137 4,452,340
RedUCE 1% . . oo (376,125) (5,265,363)

31 Share-based compensation plans

Starting from 2016, the board of directors approved restricted shares plan (“Pre-IPO RSU
Plan”) and share option plan (“Pre-IPO ESOP”) for the purpose of providing incentive for certain
directors, senior management members and employees contributing to the Group.

(a) Pre-IPO RSU Plan

On November 2, 2016, 68,697 RSUs were granted to employees and the exercise price of all
RSUs was USD0.0998799 per share. Total number of RSUs was 686,970,000 after share split with a
ratio of 1:10,000 and the exercise price was USD0.000009988 on April 9, 2018. All RSUs were
vested and exercisable on December 30, 2016.

(b) Pre-IPO ESOP

From 2016 to 2021, the Company adopted several batches of Pre-IPO ESOP. Under these plans,
the employees were required to complete a service period and meet specified performance targets.
The terms and conditions of the Pre-IPO ESOP during the Track Record Period were as follows:

Number of shares Contractual
Date of options granted (after share split)  Vesting Periods life of options
November 2, 2016 . ... 282,620,000 0-4 years 7 years
July 1, 2007 o 680,410,000 0-4 years 7 years
February 1, 2019 . ... o 237,410,945 0-4 years 7 years
June 30, 2010 . ..o e 30,402,994 4 years 7 years
January 1,2020 .. ..o 789,222,154 0-4 years 7 years
July 1, 2020 .o 28,586,854 4 years 7 years
January 1, 2021 ..o 908,981,674 0-4 years 7 years
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Movements in the number of share options granted and their related weighted average exercise

price during the Track Record Period are as follows:

Year ended December 31,

Six months ended June 30,

2018 2019 2020 2021
Average Average Average Average
exercise exercise exercise exercise
price per price per price per price per
share Number of share Number of share Number of share Number of
option options option options option options option options
(USD) (USD) (USD) (USD)
At beginning of the
year/period .............. 0.01 680,940,000 0.02 328,437,500 0.03 554,749,236 0.05 803,339,052
Granted ................... N.A. — 0.04 267,813,939 0.03 817,809,008 0.04 908,981,674
Exercised .................. *(343,732,500) 0.01 (33,584,594) *(556,613,757) 0.01 (678,234,772)
Forfeited .................. 0.01 (8,770,000) 0.08  (7,917,609) 0.08 (12,605,435) 0.07 (2,196,065)
At end of the year/period .. ... 0.02 328,437,500 0.03 554,749,236

No options expired during the years/period covered by the above tables.

As at December 31, 2018, 2019, 2020 and June 30, 2021,

0.05 803,339,052 0.07

424,315,609 and 449,780,975 options were vested but not exercised.

Share options outstanding at the end

exercise prices:

Number of share options

1,031,889,889

212,882,500, 294,484,364,

of the years/period have the following expiry date and

Exercise December 31, December 31, December 31, June 30,
Grant date Expiry date price 2018 2019 2020 2021
(USD)
November 2016 ................... November 2023 * 115,490,000 102,897,500 102,112,500 94,854,879
July 2017 ... July 2024 0.03 or * 212,947,500 204,351,000 144,828,500 97,353,827
February 2019 .................... February 2026 0.03 or — 218,387,742 205,799,979 155,375,778
0.01 or *
June 2019 .. ... ...l June 2026 0.01 29,112,994 26,015,798 23,010,798
January 2020 ...l January 2027 0.03 or — — 295,995,421 269,530,571
0.01 or *
July 2020 ... July 2027 0.01 — — 28,586,854 28,348,759
January 2021 ... . ..ol January 2028 0.03 or — — — 363,415,277
0.01 or *
Total 328,437,500 554,749,236 803,339,052  1,031,889,889
* represents that the amount is less than USDO0.01 for respective year/period.
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(c) Fair value estimation of RSUs and share options

The fair value as at the grant dates of each of the share-based compensation plans are

summarized as follows:

November 2, July 1, February 1, June30, January 1, July 1, January 1,

2016 2017 2019 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
RSUSG) ..o 130,715 — — — — — —
Share options (i) .................. 53,776 183,179 213,533 20,324 968,350 34,707 1,820,442
(i) RSUs

The fair value of RSUs at the grant date was determined by reference to the fair value of the

underlying ordinary shares on the dates of grant.
(i1) Share options

As a private company with no quoted market of the Company’s equity instruments, the
Company needs to estimate the fair value of the Group’s equity interests at the relevant grant dates.
The equity allocation method has been applied in the determination of the fair value of each class of
the shares in the Company, which requires considering the rights and preferences of each class of
shares and solving for the total equity value that is consistent with a recent transaction in the
Company’s own securities, considering the rights and preferences of each class of shares.

The directors of the Company estimated the risk-free interest rate based on the yield of curve of
US Treasury strips with a maturity life close to the option life of the share option. Expected
volatility was estimated at grant date based on average of historical volatilities of the comparable
companies with length commensurable to the time to maturity of the share option. Time to maturity
is based on the term agreements at the grant date.

The fair value of the share options granted under Pre-IPO ESOP have been valued by an
independent qualified valuer using the Binomial valuation model as at each grant date. Key

assumptions are set as below:

Risk-free
Grant date interest rate  Expected volatility Time to maturity
November 2, 2010 . .. .. 1.57% 52.75% 7 years
July 1, 2007 o 2.14% 50.47% 7 years
February 1, 2019 ... 2.59% 51.17% 7 years
June 30, 20010 . ... 1.87% 51.94% 7 years
January 1, 2020 . ..o 1.83% 51.71% 7 years
July 1, 2020 . oot 0.52% 52.07% 7 years
January 1, 2021 .. 0.65% 51.69% 7 years
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(d) Share-based compensation expenses recorded during the Track Record Period

During the Track Record Period, the amounts of share-based compensation expenses charged to
administrative expenses, research and development expenses and selling expenses are as follow:

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021

RMB’000 RMB’000  RMB’000 RMB’000 RMB’000

(Unaudited)
Administrative eXpenses . .. ... .......oeneniiiinan.. 9,508 45,559 568,285 573,385 931,483
Research and development expenses ................ 5,556 73,429 286,404 244,363 464,564
Selling eXpenses ... .....ouvriintnteennaan.. — 12,031 32,354 22,737 24,960

15,064 131,019 887,043 840,485 1,421,007

(e) Repurchase

During the Track Record Period, the Company repurchased shares or transferred shares to third
party investors from Sense Talent and SenseTalent Management, the share-based compensation plan
vehicles. Details refer to Note 28.
32 Trade and other payables and long-term payables

The Group

(a) Trade and other payables

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Notes payables . ...... ... — 135,516 82,830 7,294
Trade payables
— Third parties . ............i i 359,379 730,871 532,857 320,388
— Related parties (Note 40(C)) . ..o v vo v — 1,023 1,155 332
Other payables
— Third parties . ............i i 62,906 893,480 572,560 550,605
— Related parties (Note 40(C)) . ..o v vv v 36,334 44,901 15,765 18,234
Payables on purchase of property, plant and equipment,
intangible assets .. ...... ... 167,583 855,819 41,049 244,834
Payables for listing exXpenses ...............couuuinenn. — — — 25,552
Accrued taxes other than incometax ..................... 124,720 159,944 123,925 57,415
Staff salaries and welfare payables ....................... 127,573 260,556 318,173 169,794
VAT payables related to contract liabilities ................ — 7,277 18,583 19,130
Accrued warranty eXpenses . .. ... ... 8,614 13,879 17,559 24,932

887,109 3,103,266 1,724,456 1,438,510

— I1-120 —



APPENDIX I ACCOUNTANT’S REPORT

(i) The carrying amounts of trade and other payables are considered to be approximated to their
fair values, due to their short-term nature.

(i1) Aging analysis of the trade payables based on purchase date at the end of each reporting period
are as follows:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000  RMB’000  RMB’000 RMB’000
Uptobmonths ....... ... .. . ... 351,629 723,269 475,091 172,526
6monthsto lyear ...... ... ... 7,425 252 12,446 94,236
L0 2 YEArS .ottt 325 8,373 46,475 53,958

359,379 731,894 534,012 320,720

(b) Long-term payables
Long-term payables represented the obligations to pay for goods with payments due more than
1 year. The fair values of long-term payables as at December 31, 2018, 2019 ,2020 and June 30,

2021 were disclosed as follows:

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Long-term payables ............. .. .. . .. i — — 66,005 32,207

The Company

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Payables for listing expenses ..............c..oiiiiiiiiinn... — — — 25,552
Payables for acquisition of SenseTime Investment Limited

(NOtE 29) .ot — — — 15,219
Amount due to subsidiaries ............... ... — 2,589 2,827 7,341
Others . ... . 1,516 2,131 23,216 1,940
1,516 4,720 26,043 50,052

33 Amount due to preferred shareholders

During the Track Recorded Period, certain preferred shareholders did not complete necessary
outbound investment procedures and did not pay the investment amount in USD to the Company.
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Instead, they deposited RMB equivalent amount to the subsidiaries of the Company to fulfill the
investment obligations under the investment agreements. Such deposits were recorded as amount due
to preferred shareholders on the consolidated balance sheets.

During the six months ended June 30, 2021, all these investors completed the outbound
investment procedures and remit USD investment amount to the Company and the subsidiaries of the
Company also repaid the RMB deposits to these investors. Accordingly, all these outstanding
balances were cleared as at June 30, 2021.

34 Contract liabilities

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000  RMB’000 RMB’000
Current
Deferred service fee income(i) ................. ... .. ... ..., — 6,436 5,223 5,290
Advances from CUStOMErS . .. ...t 70,245 146,485 238,829 133,249

70,245 152,921 244,052 138,539

Non-current
Deferred service fee income(i) ................... .. ... — — 9,341 19,227

(i) Deferred service fee income represented the maintenance and upgrade service obligations
separated from the revenue contracts, which were analyzed in Note 2.26.

The addition of contract liabilities was mainly due to the increase of cash payments made
upfront by the Group’s customers under sales contract and the decrease of contract liabilities was
due to the recognition of certain contract liabilities as revenue. See Note 5(f) for the analysis of the
revenue, which was included in the contract liabilities balance at the beginning of the period,
recognized during the Track Record Period relates to carried-forward contract liabilities.

35 Other non-current liabilities

Other non-current liability is mainly related to the capital injection to a subsidiary of the Group
from a strategic technology partner (“Company Z”). On April 17, 2019, one of the subsidiaries of the
Group entered into an agreement with Company Z to allot and issue 45% of the subsidiary’s equity
interest at a cash consideration of USD40,000,000 (equivalent to RMB279,048,000). Besides this
equity subscription arrangement, the Group also entered into a put option agreement with Company
Z. Company Z could sale the 45% equity it held at a pre-agreed price on the occurrence of some
certain events. Since the Group is obligated to pay cash to Company Z upon occurrence of certain
events beyond the Group’s control, the Group recognized this non-controlling interest put option as a
non-current liability and measured this liability at amortized cost subsequently.
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36 Borrowings

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000

Non-current

Bank borrowing —secured . ... ... .. — — 441,000 432,000
Less: current portion of non-current borrowings ............ ... ... ... ... .. — — (18,000) (22,500)
— — 423,000 409,500
Current
Short-term borrowing — secured . .. ....... ... 1,513,018 3,220,756 —_ —_
Short-term borrowing —unsecured . ... ..... ... 39,600 105,824 573,967 188,885
Current portion of non-current borrowings . ... ........oouiiuiin ... —_ —_ 18,000 22,500
Interest payable . . ... ... 4,623 29,946 1,594 1,032
1,557,241 3,356,526 593,561 212,417
Ot .t e 1,557,241 3,356,526 1,016,561 621,917

As at December 31, 2018, the Group had bank loans with carrying amount of
RMB1,513,018,000 which were secured by the Group’s bank deposits of USD310,376,000
(equivalent to RMB2,130,107,000) (Note 27(b)).

As at December 31, 2019, the Group had bank loans with carrying amount of
RMB3,220,756,000 which were secured by the Group’s bank deposits of USD611,551,000
(equivalent to RMB4,266,222,000) (Note 27(b)).

As at December 31, 2020, the Group had bank loans with carrying amount of RMB441,000,000
which were secured by the Group’s bank deposits of USD73,700,000 (equivalent to
RMB480,887,000) (Note 27(b)).

As at June 30, 2021, the Group had a bank loan with carrying amount of RMB432,000,000
which were secured by the Group’s bank deposits of USD73,700,000 (equivalent to
RMB476,109,000) (Note 27(b)).

The Group’s borrowings are denominated in:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
— RMB . . 1,557,241 3,356,526 1,008,483 613,995
G — — 4,455 4,338
—USD — — 3,623 3,584
1,557,241 3,356,526 1,016,561 621,917
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The exposure of the Group’s borrowings to interest rate changes and the contractual repricing
dates or maturity date whichever is earlier were as follows:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
6 mMONthS OF 1€SS . ..ottt 357,914 1,958,518 394,940 187,885
Between6and 12 months .. ... .. ... .. .. . . . . 1,194,704 1,368,062 197,027 23,500
Between 1 and 5 years . ..........iioi i —_ —_ 145,000 154,000
OVEI S YBAIS o ottt et e et e e e e e e e e e e e e e —_ —_ 278,000 255,500
TOtAl ot 1,552,618 3,326,580 1,014,967 620,885

As at December 31, 2018, 2019, 2020 and June 30, 2021, the weighted average effective
interest rate for borrowings was 4.50%, 4.47%, 4.16% and 4.04%, respectively.

The fair values of current borrowings equal to their carrying amount as the discounting impact
is not significant.

The fair values of non-current borrowings as at December 31, 2018, 2019, 2020 and
June 30, 2021 were disclosed as follows:

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Non-current BOITOWINGS . . . ..ottt ettt et e e e e e —_ —_ 435,822 431,514

As at December 31, 2018, 2019, 2020 and June 30, 2021, the Group has the following undrawn
bank facilities:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
RMB facilities . ... ...t e e 21,382 3,766,903 9,227,117 6,990,700
USD faCilities . .. ..ottt et e e e — — 202,597 232,957
21,382 3,766,903 9,429,714 7,223,657

37 Deferred revenue

As at December 31, As at June 30,

2018 2019 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000
Government Zrants (1) .. ........ettuun et 61,373 59,066 349,532 385,838
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(1)

The Group received government grants from local governments as support on research and
development expenses relating to innovation activities. These government grants were related
to certain research and development projects accordingly, when the required criteria set by the
government are met, the portion of the qualified fund is recognized as “other income” and the
remaining balance is recoded as “deferred revenue.”
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38 Cash flow information

(a) Cash used in operations

Loss before income tax .. .........outvinininii ..

Adjustments for

— Depreciation of property, plant and equipment (Note 16) ........
— Amortization of intangible assets (Note 18) ..................
— Depreciation of right-of-use assets (Note 17) .................
— Provision for impairment of financial assets (Note 3.1(b)) .......

— Provision for impairment of inventories (Note 21) .............

— Share of loss of investments accounted for using the equity

method (Note 12) . ... it et
— Share-based compensation to a preferred shareholder (Note 6) ...
— Share-based compensation expenses (Note 7) .................
— Finance costs (Note 10) . ...,

— Finance income (Note 10) . .............iiiiiininannan..

— Fair value (gains)/losses on financial assets at fair value through

profitorloss (NOte 9) .. ...

— Dividend income (Note 8) . ..........o i,

— Fair value losses on foreign exchange forward contracts

(NOtE ) ottt e
— Losses on disposal of property, plant and equipment (Note 9) .. ..
— Gains on early termination of leasing contracts ................
— Gain on disposal of an associate (Note 9) ....................
— Losses on disposal of a subsidiary (Note 9) .. .................
— Realization of gains from downstream transactions from associates

(NOtE ) ottt
— Fair value losses on financial liabilities at fair value through profit

orl1oss (NOte 30) . ..ottt et e

— Net foreign exchange gains ............ ... ... ...cooiiun.

Changes in working capital

— (Increase)/decrease in long-term receivables . .................
— (Increase)/decrease in contract assets . . .. ....................
— (Increase)/decrease in trade and other receivables . .............
— (Increase)/decrease in inventories . .........................
— Increase inrestrictedcash ............ ... ... .. ... .. ... ...
— Increase/(decrease) in long-term payables ... .................
— (Decrease)/increase in trade and other payables ...............
— Increase/(decrease) in contract liabilities . ....................
— Increase/(decrease) in deferredrevenue .. ....................

Net cash used in operations .. .............c.coiuuiiinnenno...

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
(3,456,245) (5,172,861) (12,319,017)  (5,483,189) (3,792,909)
84,676 213,727 370,956 178,073 213,571
4,357 22,527 57,683 21,315 25,780
70,455 141,251 141,013 76,764 62,011
60,663 278,122 522,046 227,168 178,650
9,116 13,430 23,138 8,687 16,286
11,317 3,021 6,055 2,031 3,380
85,617 — — — —
15,064 131,019 887,043 840,485 1,421,007
29,488 149,874 112,509 68,708 21,785
(105,323)  (268,059) (174,902) (96,509) (96,606)
(70,475) 118,069 (170,711) 51,179 (147,860)
— (3,903) — — (6,172)
— — 72,666 211 —
130 389 1,609 817 3,550
— 1) (1,549) (1,549) —
(2,199) — — — —
— 405 — — —
(157) (612) 151) (75) (75)
3,181,972 3,681,541 10,563,577 3,341,641 1,713,610
— — (18,052) — (2,734)
(81,544)  (692,141) 73,913 (764,243)  (386,726)
(98,339) 46,224 (100,950) 16,968 (71,380)
(5,532) 623 (24,325) 61 (777)
(510,334) (3,498,482) (331,007) 324,167 (92,957)
(102,648)  (337,946) (309,341) (158,126) 31,228
(8,771) — (326) (575) —
— — 66,148 — (35,399)
(63,910) 1,532,289 (980,886) (687,749)  (183,613)
70,245 83,567 100,473 (24,808) (94,878)
53,246 (2,307) 290,603 152,023 36,306
(747,587) (2,868,173)  (1,215,698)  (1,142,282)  (798,196)
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Net debt reconciliation

(b)

Cash and cash equivalents (Note 27)

Preferred Shares liabilities (Note 30(a)) ................

Other financial liabilities (Note 30(b))

Lease liabilities(Note 17) . ............ .. ... ... ...
Borrowings (Note 36) ...........ciiiniiiini...

Netdebt . ..o

Net debt as at January 1,2018 .....................

Cashflows ... ... i i
Other changes

Foreign exchange adjustments . ......................

Net debt as at December 31, 2018 and
January 1, 2019

Cash flows . ... .. i
Other changes

Foreign exchange adjustments . ......................

Net debt as at December 31, 2019 and
January 1, 2020

Cashflows ......... o i
Other changes

Foreign exchange adjustments . ......................

Net debt as at December 31, 2020 and
January 1, 2021

Cashflows ....... .. .. .. i i
Other changes

Foreign exchange adjustments . ......................

Net debt as at June 30, 2021

(Unaudited)
Net debt as at December 31, 2019 and
January 1, 2020

Cashflows ....... .. ... i
Other changes

Foreign exchange adjustments . ......................

Net debt as at June 30,2020 .......................

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
..... 7,227,109 6,672,914 11,427,871 5,161,130 8,925,817
..... (18,506,185) (27,105,669) (50,185,657) (31,067,722) (52,036,956)
..... (260,216) (7,469) (14,005) (10,834) —
..... (465,678) (418,773) (293,637) (377,758) (244,018)
..... (1,557,241)  (3,356,526) (1,016,561)  (2,156,978) (621,917)

(13,562,211) (24,215,523) (40,081,989) (28,452,162) (43,977,074)

Other assets Liabilities from financing activities

Preferred shares

and other
Cash and cash Lease financial
equivalents liabilities liabilities Borrowings Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

1,860,903 (29,934) (3,522,538) (179,077)  (1,870,646)
4,941,232 67,702 (10,258,229)  (1,356,655)  (6,605,950)
—  (503,442) (4,320,812) (21,509)  (4,845,763)
424,974 4) (664,822) — (239,852)
7,227,109  (465,678) (18,766,401)  (1,557,241) (13,562,211)
(724,757) 157,699 (4,612,084)  (1,669,365)  (6,848,507)
—  (110,773) (3,361,183) (129,920)  (3,601,876)
170,562 21) (373,470) — (202,929)
6,672,914  (418,773) (27,113,138)  (3,356,526) (24,215,523)

4,886,357 145,091 (6,846,992) 2,435,376 619,832
— (19,976) (19,184,994) (95,679) (19,300,649)

(131,400) 21 2,945,462 268 2,814,351
11,427,871 (293,637) (50,199,662)  (1,016,561) (40,081,989)
(2,406,105) 60,347 (9,185,308) 408,796  (11,122,270)

— (10,729) 6,846,566 (14,294) 6,821,543

(95,949) 1 501,448 142 405,642
8,925,817  (244,018) (52,036,956) (621,917) (43,977,074)
6,672,914  (418,773) (27,113,138) (3,356,526) (24,215,523)
(1,621,008) 77,241 (54,493) 1,259,895 (338,365)
— (36,218) (3,320,719) (60,347)  (3,417,284)
109,224 ) (590,206) — (480,990)
5,161,130  (377,758) (31,078,556)  (2,156,978) (28,452,162)
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Except the non-cash transactions disclosed elsewhere in this report, there were no other
material non-cash transactions during the years ended December 31, 2018, 2019 and 2020 and six
months ended June 30, 2021.

39 Capital commitments

Significant capital expenditure commitments are set out below:

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Property, plant and equipment . ........... ... . 18,491 30,207 520,400 782,178
Intangible assets . .. ... ... 4,114 4,479 — 6,667
Capital contribution to financial assets at fair value through profitorloss .......... 30,000 — — 628
52,605 34,686 520,400 789,473

40 Related party transactions

The ultimate holding company of the Company is Amind Inc., a company incorporated in the
Cayman Islands. The ultimate controlling shareholder of the Group is Prof. Tang.

Parties are considered to be related if one party has the ability, directly or indirectly, to control
the other party, or exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if they are subject to common control or
common significant influence.

(a) Save as disclosed elsewhere in the consolidated financial statements, the directors of the
Company are of the view that the following parties/companies were related parties that had
transaction or balances with the Group:

Name of related parties Relationship with the Group
Prof. Tang ... ... Founder and controlling shareholder of the Group
Shanghai Artificial Intelligence Research Institute Co., Ltd. (- AL

BHEMFIEBEA BRA T, “SAIRI”) oo Associate of the Group
Hangzhou Shang Jing Yun Intelligent Technology Co., Ltd. (/4

TR RAT, “Shang Jing Yun™) ... Associate of the Group
Beijing Linkface Technology Co., Ltd. (b5t 4 daRHE AT BRA ],

“Linkface™) ... Associate of the Group
Seno China Limited ............ ... ... .. Joint venture of the Group
Hong Kong AI & Data Laboratory Limited (“HK AI Lab™) ......... Joint venture of the Group
Amind Holding Inc. (formerly named SenseTime Holding Limited) ..  Company controlled by Amind Inc.
SenseFancy Investment Limited ............................... Company controlled by Amind Inc.
Alibaba Cloud Computing Co., Ltd. ............ .. ... . ....... Company controlled by a significant preferred shareholders
Alibaba East China Co., Ltd. .......... .. ... .. ... ... Company controlled by a significant preferred shareholders
Alibaba Cloud (Singapore) Private Limited ...................... Company controlled by a significant preferred shareholders
Hangzhou Alibaba Music Technology Co., Ltd. .................. Company controlled by a significant preferred shareholders
Softbank Corp. .. ....oi i Company controlled by a significant preferred shareholders
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Name of related parties

Relationship with the Group

Softbank Group Corp. . ....... ..
SoftBank Robotics Corp. . .........cooiiiiiiiiiiii
Japan Computer Vision Corp. .. ...ttt .
Zhejiang Helian Network Technology Co., Ltd. (#Wi{LAR# A4 FHE A
FRZA ], “Zhejiang Helian™) .. ..o oo
Qingdao Hoooon Toy Co., Ltd. (75 5 #f# & S AR A PR ],
“Qingdao Hoooon™) .. ... i
Beijing Moviebook Technology Corporation Limited (It 5 st g
147 BR2A H, “Beijing Moviebook Technology™) ................
Beijing Ling Technology Inc. (A5t @ BHL A B2 7, “Beijing Ling
Technology™) .ottt
Zero Sports Al Beijing Co., Ltd. (F£5 2 & (AL a0 BHEA RA F, “Zero
Sports A7) Lo
Hangzhou Seedien Technology Co., Ltd. (i Z B FBHE A B2 1],
“Seedien™) L.
Shanghai Histo Medical Pathology Diagnosis Center Co., Ltd. (- /i
B S B D A RS WD, “Histo Medical™) ... ...
Shanghai Yi Bang Intelligent Technology Co., Ltd. (% s 358 A4 fff
A A BRZS 1), “Shanghai YiBang”) .. o.vvvieii i

(b) Transactions with related parties

(i) Sale of products or provision of services

Alibaba Cloud Computing Co., Ltd. ......... ... ... ... ......
Japan Computer Vision COrp. . .........ooiuuiiuniinennenn..
Shanghai YiBang ......... .. ..
Seedien ...
SoftBank Robotics COrp. . .......oviuiiin i
Beijing Moviebook Technology ............ ... ... ... ......
Zhejiang Helian .. ... . ...
Shang Jing Yun . ... oo
Softbank Group COrp. . ...ttt
HistoMedical ........... ... ... ... ... . i
SenseFancy Investment Limited ............ ... ... ..........
Zero Sports Al ..o
Beijing Ling Technology . ......... ... ... ...
Linkface ...... ... ..
Softbank Corp. . ... oo
HKAILab . ...
Alibaba Cloud (Singapore) Private Limited .....................
Alibaba East China Co., Ltd. .. ....... ... ... . ... ... ... ...
Hangzhou Alibaba Music Technology Co., Ltd. . .................
Qingdao Hoooon . ... ...

Company controlled by a significant preferred shareholders

Company controlled by a significant preferred shareholders

Company controlled by a significant preferred shareholders

Investment with significant influence

Investment with significant influence

Investment with significant influence

Investment with significant influence

Investment with significant influence

Investment with significant influence

Investment with significant influence

Investment with significant influence

Year ended December 31,

Six months ended June 30,

2018 2019 2020 2020 2021

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

160,382 37,034 2,044 771 7,872
— 2,697 164,403 106,728 66,000
* * 124,063 947 23,739
62,357 23,575 113 — 497
— 17,242 23,491 23,600 —
43,664 10,353 253 101 32
31,682 865 — — —
7,114 11,999 352 227 124
19,790 — — — —
6,034 9,434 — — —
— 6,265 5,777 — —
8,448 189 801 — 28
4,114 216 — — —
3,092 — — — —
1,018 1,824 — — 598
114 1,446 279 229 —
— 119 148 148 —
— 347 4 4 —
302 — — — —
— 67 12 — —
348,111 123,672 321,740 132,755 98,890
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(ii) Purchase of products or services

Year ended December 31,

Six months ended June 30,

2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Alibaba Cloud Computing Co., Ltd. . ....... ... ... ... ... ...... 193,614 18,169 17,931 6,494 7,234
ShangJing Yun ... — 12,264 — — —
Qingdao HOOOON . . . ..ottt e — 2,369 2,925 865 —
Shanghai YiBang ........... ... * * — — 5,606
Alibaba Cloud (Singapore) Private Limited ....................... — 241 — — —
Beijing Ling Technology .............coiiiiiiiininnnna.. — — 2 — 1

193,614 33,043 20,858 7,359 12,841

(iii) Purchase of property, plant and equipment and intangible assets

Year ended December 31,

Six months ended June 30,

2018 2019 2020

2020 2021

RMB’000 RMB’000 RMB’000

RMB’000 RMB’000
(Unaudited)

Alibaba Cloud Computing Co., Ltd. .............. . ... .. ..... 178,094 — — — —
Shanghai YiBang ......... ... i * * 3,159 2,031 —
Shang Jing Yun . ... — 7,364 — — —

178,094 7,364 3,159 2,031 —

(iv) Transactions with the controlling shareholder

Year ended December 31,

Six months ended June 30,

2018 2019 2020

2020 2021

RMB’000 RMB’000 RMB’000

Shareholder loans provided by:

RMB’000 RMB’000
(Unaudited)

SenseFancy Investment Limited . .......... ... ... ... ... ...... 8,195 8,459 13,918 2,107 —
Amind Holding Inc. ........ ... 9,966 — — — —
18,161 8,459 13,918 2,107 —

Shareholder loans waived by:

SenseFancy Investment Limited . .......... ... ... ... ... ...... — — 29,212 — —
Amind Holding Inc. ... ... . — — 9,892 — —
— — 39,104 — —

Capital contribution made by:

Prof. Tang . .. ... — — —

— 10,365
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(v) Key management compensations

Key management includes directors (executive and non-executive) and members of the

executive committee. The compensation paid or payable to key management for employee services is

shown below:

Wages, salaries and bonuses . ...............coviiiiin...

Pension costs - defined contribution plans ...................

Other social security costs, housing benefits and other employee

benefits . ... ...

Share-based compensation eXpenses ... ....................

(c) Balances with related parties

(i) Trade receivables

Alibaba Cloud Computing Co., Ltd. ............ ... ... ...
Shanghai YiBang .. ....... .. ... i
Shang Jing Yun ... ... ..
Japan Computer Vision Corp. ............c.ooviuniiinnennn.
Seedien . ...
Beijing Moviebook Technology . ........... ... ... ... ...
Softbank Group COrp. ..........iiuiiiniinin
Zhejiang Helian . ...... ... .. ... . .
Zero Sports AL ...
HistoMedical ........... ... ... .. ... o il
Linkface ....... ... ... i i
Softbank Corp. . ..o
HKAILab .. ...
Qingdao Hoooon . ...... ... ..
Alibaba East China Co., Ltd. .......... ... ... ... .........

Year ended December 31,

Six months ended June 30,

2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
R 15,298 15,814 21,576 11,195 8,696
R 96 104 88 48 56
R 70 76 71 33 39
R 1,598 7,332 684,191 689,652 1,197,562
17,062 23,326 705,926 700,928 1,206,353
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
................ 165,101 117,345 83,194 7,174
................ * * 67,020 92,557
................ 7,750 20,159 19,866 19,991
................ — 2,057 15,746 25,475
................ 27,375 — — —
................ 21,800 3,727 — —
................ 20,590 — — —
................ 19,083 54 — —
................ 9,800 2,160 905 935
................ 3,500 10,000 — —
................ 3,625 3,625 — —
................ 1,017 — — —
................ 119 — — —
................ — 53 — —
................ — 7 12 12
279,760 159,187 186,743 146,144
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(ii) Other receivables — non-trade

Shanghai YiBang . ... ...
Linkface . ... ... o

(iii) Trade payables

Qingdao HOOOON . ...t e
Shang Jing YUun .. ...
Alibaba Cloud Computing Co., Ltd. . ...... ... i
Beijing Ling Technology . ... .......iiuii e

(iv) Other payables

Non-trade

Prof. Tang . ..ot
SenseFancy investment Limited ............ ... ... .. ... . ... ...
Amind Holding Inc. (NOte 29) ... ..ottt e
HEK ATLAD .« ..ottt
Seno China Limited . .. ... ...

Trade

Alibaba Cloud Computing Co., Ltd. . ....... .. .. i

(v) Payables on purchase of property, plant and equipment

Alibaba Cloud Computing Co., Ltd. ......... ... .. ...
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As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
* * 13,427 —
833 833 666 666
833 833 14,093 666
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
— 1,023 960 187
— — 100 100
— — 93 42
— — 2 3
— 1,023 1,155 332
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
10,385 10,385 10,385 —
10,295 20,831 — —
10,397 10,573 — 15,219
5,257 — — —
— 646 611 603
— 2,466 4,769 2,412
36,334 44,901 15,765 18,234
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000

127,584
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(vi) Prepayment

As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Shang Jing Yun . ... .. 9,750 — — —
Shanghai YiBang . ........ ... * * — 729
Alibaba Cloud Computing Co., Ltd. ......... ... ... . ... ... 2 32 30 36
9,752 32 30 765
(vii) Contract liabilities
As at December 31, As at June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000

Alibaba Cloud Computing Co., Ltd. ......... ... .. . ... — 20 5,784 165
Japan Computer Vision COIP. .. ...ttt ettt — 75 1,805 1,408
Shanghai YiBang .. ... * * 1,407 1,253
SoftBank RObOtics COIp. .. ..ottt et — 217 5 5
HK ALLab ..o e e — 181 7 7
Shang Jing Yun ... ... — 19 27 21
Alibaba Cloud (Singapore) Private Limited . . ................ . ... .. ...... — 12 — —
— 524 9,035 2,859

* Shanghai Yi Bang became a related party to the Group in 2020 and the balances and the transactions with Shanghai Yi

Bang were disclosed as related party balances and transactions since then.

The balances with related parties are unsecured, interest-free and repayable on demand.

The other payable balance due to Amind Holding Inc. amounting RMB15,219,000 has been
settled in August 2021 and except for other payables to Seno China Limited, the remaining non-trade

balances with related parties are expected to be settled before listing.
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41 Benefits and interests of directors

The remuneration of every director for the years ended December 31, 2018, 2019 and 2020 and
for the six months ended June 30, 2020 and 2021 were set out below:

For the year ended December 31, 2018

Share-based

Social security
costs, housing

Wages and Discretionary compensation benefits and

Name of Directors Fees salaries bonuses expenses employee welfare Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Dr.XULI .o — 1,786 554 1,536 15 3,891
Prof. Tang ........... ... ... ... .. ... — — — — — —
Dr. WANG Xiaogang .................. — 1,969 550 — — 2,519
Mr.XUBIing .....cooooiviiiin.. — 842 7,870 — 15 8,727
Non-executive Directors
Ms. FAN Yuanyuan ................... — — — — — —
Independent non-executive Directors
Prof. XUELan ....................... — — — — — —
Mr. LYN Frank Yee Chon .............. — — — — — —
Mr.LIWei ..., — — — — — —

— 4,597 8,974 1,536 30 15,137
For the year ended December 31, 2019
Social security
Share-based costs, housing
Wages and Discretionary compensation benefits and

Name of Directors Fees salaries bonuses expenses employee welfare Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Dr.XULi .o — 2,288 1,071 7,332 15 10,706
Prof. Tang ........ ..., — — — — — —
Dr. WANG Xiaogang .................. —_ 2,548 885 —_ —_ 3,433
Mr. XUBIing . ... — 1,143 606 — 15 1,764
Non-executive Directors
Ms. FAN Yuanyuan ................... — — — — — —
Independent non-executive Directors
Prof. XUELan ....................... — — — — — —
Mr. LYN Frank Yee Chon .............. — — — — — —
Mr. LIWei ... — — — — — —

— 5,979 2,562 7,332 30 15,903
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For the year ended December 31, 2020

Social security

Share-based costs, housing
Wages and Discretionary compensation benefits and

Name of Directors Fees salaries bonuses expenses employee welfare Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Dr.XULI .o — 2,377 1,238 353,230 16 356,861
Prof. Tang ........... ... ... ... .. ... — — — — — —
Dr. WANG Xiaogang .................. — 3,306 1,054 158,310 — 162,670
Mr.XUBIing ......coooviviiiiin.. — 1,904 1,096 158,310 16 161,326
Non-executive Directors
Ms. FAN Yuanyuan ................... — — — — — —
Independent non-executive Directors
Prof. XUELan ....................... — — — — — —
Mr. LYN Frank Yee Chon .............. — — — — — —
Mr.LIWei .................o..o L. — — — — — —

— 7,587 3,388 669,850 32 680,857

For the six months ended June 30, 2021

Social security

Share-based costs, housing
Wages and Discretionary compensation benefits and

Name of Directors Fees salaries bonuses expenses employee welfare Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Dr.XULi oo — 1,226 328 510,700 8 512,262
Prof. Tang .. ... ... — — — — — —
Dr. WANG Xiaogang ................. — 1,266 356 373,657 — 375,279
Mr. XUBIng ........ooviiiiiinn.. — 1,031 262 303,868 8 305,169
Non-executive Directors
Ms. FAN Yuanyuan ................... — — — — — —
Independent non-executive Directors
Prof. XUELan ....................... — — — — — —
Mr. LYN Frank Yee Chon .............. — — — — — —
Mr.LIWei ... — — — — — —

— 3,523 946 1,188,225 16 1,192,710

— I-135 —



APPENDIX I ACCOUNTANT’S REPORT

(Unaudited)
For the six months ended June 30, 2020

Social security

Share-based costs, housing
Wages and Discretionary compensation benefits and

Name of Directors Fees salaries bonuses expenses employee welfare Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Dr.XULi ...t — 1,210 630 358,039 8 359,887
Prof. TANG ......... ... ... ... ... — — — — — —
Dr. WANG Xiaogang .................. — 2,029 537 160,882 — 163,448
Mr. XUBing ......................... — 847 558 160,882 8 162,295
Non-executive Directors
Ms. FAN Yuanyuan ................... — — — — — —
Independent non-executive Directors
Prof. XUELan ........... ... ... .... — — — — — —
Mr. LYN Frank Yee Chon .............. — — — — — —
Mr.LIWei ..., — — — — — —

— 4,086 1,725 679,803 16 685,630

(a) Directors’ retirement and termination benefits

No retirement or termination benefits have been paid to the Company’s directors for the years
ended December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and 2021.

(b) Consideration provided to third parties for making available directors’ services

No consideration was provided to third parties for making available directors’ services during
the years ended December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and
2021.

(¢) Information about loans, quasi-loans or other dealings in favor of directors, controlled bodies
corporate by and connected entities with such directors

No loans, quasi-loans or other dealings were entered into by the Company in favor of directors,
controlled bodies corporate by and connected entities with such directors during the years ended
December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and 2021.

(d) Directors’ material interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation to the Group’s business to
which the Group was a party and in which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the years/periods or at any time during the years ended
December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and six months
ended June 30, 2021.
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42 Contingencies

As at December 31, 2018, 2019 and 2020 and June 30, 2021, there were no significant
contingencies items for the Group and the Company.

43 Events after the balance sheet date

(a) On July 1, 2021, the Company granted 24,627,628 share options to its employees with vesting
periods of 0 to 4 years. The exercise price of these share options were USDO0.0288 or
USDO0.0998.

(b) From July 1, 2021 to the date of this report, the Group signed investment contracts with certain
technology companies to acquire minority equity interests in these companies. The total
investment amount will be up to RMB813.5 million.

(¢) In August 2021, all shareholders have passed and signed a resolution and have undertaken not
to invoke the minority protection rights until the respective deadlines as set out in the exit
event and qualified exit event defined under the respective agreements.

(d) In August 2021, the Group obtained an eight-year RMB2 billion syndicated loan facility at
floating-rate interest. The loan facility is secured by certain building and equity interest of a
subsidiary of the Group. Up to the date of this report, RMB279.5 million had been drawn down.

Save as disclosed above and elsewhere in this report, there is no other material subsequent
event undertaken by the Company or by the Group after June 30, 2021.

III SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company or any of the companies
now comprising the Group in respect of any period subsequent to June 30, 2021 and up to the date of
this report. No dividend or distribution has been declared or made by the Company or any of the
companies now comprising the Group in respect of any period subsequent to June 30, 2021.
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