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Item 2.02. Results of Operations and Financial Condition.

Catalyst Biosciences, Inc., a Delaware corporation (“Catalyst”), is filing this Current Report on Form 8-K to provide certain financial information in
connection with the
proposed business combination transaction among Catalyst, GNI USA, Inc., a Delaware corporation (“GNI USA”), GNI Group Ltd., a
company incorporated under the laws of Japan with limited liability (“GNI Japan”), GNI Hong Kong Limited, a company
incorporated under the laws of
Hong Kong with limited liability (“GNI Hong Kong”), Shanghai Genomics, Inc., a company organized under the laws of the People’s Republic of China
(“SG” and collectively with GNI USA, GNI Japan and GNI Hong Kong, the “Contributors”), the individuals listed on an annex thereto (collectively, the
“Minority Holders”), and Continent Pharmaceuticals Inc., a Cayman Islands company
limited by shares (“CPI”), pursuant to that certain Business
Combination Agreement, dated December 26, 2022, as amended on March 29, 2023 (the “Business Combination Agreement”).  The Business Combination
Agreement provides, among other things, that
on the terms and subject to the conditions set forth therein, Catalyst will acquire an indirect controlling
interest in Beijing Continent Pharmaceuticals Co., Ltd., a company organized under the laws of the People’s Republic of China (“BC”).

This Current Report on Form 8-K includes the unaudited interim condensed consolidated financial statements of BC as of and for the six months ended
June 30, 2023.

The information set forth under Item 9.01 of this Current Report on Form 8-K is
incorporated herein by reference.

The information in this Current Report on Form 8-K, including Exhibit 99.1 attached hereto, is being furnished and shall not be deemed “filed” for
purposes of Section
18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) or otherwise subject to the liabilities of that section. The
information contained herein and in the accompanying exhibit is not incorporated by reference in any filing of
the Company under the Securities Act of
1933, as amended, or the Exchange Act, whether made before or after the date hereof and irrespective of any general incorporation language in any filings.
 
Where You Can Find Additional Information
In connection with the proposed business combination transaction contemplated by the Business Combination Agreement, Catalyst filed a definitive proxy
statement with the
Securities and Exchange Commission (the “Commission”) that includes other relevant documents concerning the proposed transaction. 
YOU ARE URGED TO READ THE PROXY STATEMENT AND THE OTHER RELEVANT DOCUMENTS FILED WITH THE COMMISSION
(INCLUDING ANY
AMENDMENTS OR SUPPLEMENTS THERETO) BECAUSE THEY CONTAIN OR WILL CONTAIN IMPORTANT
INFORMATION ABOUT THE COMPANY, THE CONTRIBUTORS, THE MINORITY HOLDERS AND CPI AND THE PROPOSED
TRANSACTION.  The proxy statement was first mailed to Catalyst’s
stockholders on or about July 20, 2023. The proxy statement and the other
documents filed with the Commission may also be obtained free of charge at the Commission’s website, www.sec.gov.  In addition, you may obtain free
copies of the
proxy statement and the other documents filed by Catalyst with the Commission by requesting them in writing from Catalyst Biosciences, Inc.
at 611 Gateway Blvd., Suite 120, South San Francisco, California 94080.

Catalyst, the Contributors, the Minority Holders and CPI and their respective directors and executive officers may be deemed under the rules of the
Commission to be participants in the solicitation of proxies.  Information about
Catalyst’s directors and executive officers and their ownership of Catalyst’s
common stock is set forth in Catalyst’s proxy statement on Schedule 14A filed on July 20, 2023 with the Commission.  This document may be obtained
free of charge from the
sources indicated above.  Information regarding the identity of the potential participants, and their direct or indirect interests in the
transaction, by security holdings or otherwise, is contained in the proxy statement, as amended from time to
time.  Stockholders may obtain additional
information about the interests of the directors and executive officers in the proposed transaction by reading the proxy statement and other relevant
materials filed with the Commission.

Forward-Looking Statements
This document contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.  You can identify these
statements and
other forward-looking statements in this document by words such as “may”, “will”, “would”, “expect”, “anticipate”, “believe”, “estimate”,
“plan”, “intend”, “continue”, or similar words, expressions or the negative of such terms or other comparable
terminology.  These statements include, but
are not limited to, the benefits of the business combination transaction involving Catalyst, the Contributors, the Minority Holders and CPI, including the
combined company’s future financial and operating results, plans, objectives, expectations and
intentions and other statements that are not historical facts. 
Such statements are based upon the current beliefs and expectations of Catalyst’s management and are subject to significant risks and uncertainties.  Actual
results may differ from
those set forth in the forward-looking statements.



The following factors, among others, could cause actual results and the timing of events to differ materially from those anticipated in such forward-looking
statements as
a result of these risks and uncertainties, which include, without limitation: (i) the risk that the conditions to the closing of the Contributions
(as defined in the Business Combination Agreement) are not satisfied, including the failure to timely
obtain stockholder approval for the transactions
contemplated by the Business Combination Agreement, if at all; (ii) uncertainties as to the timing of the consummation of the proposed transactions
contemplated by the Business Combination Agreement
and the ability of each of Catalyst, the Contributors, the Minority Holders and CPI to
consummate
the proposed Contributions, as applicable; (iii) risks related to Catalyst’s ability to manage its operating expenses and expenses associated with the
proposed transactions contemplated by the Business Combination Agreement; (iv) risks
related to the failure or delay in obtaining required approvals from
any governmental or quasi-governmental entity necessary to consummate the proposed transactions contemplated by the Business Combination
Agreement; (v) unexpected costs, charges
or expenses resulting from the purchase of the Contributions; (vi) potential adverse reactions or changes to
business relationships resulting from the announcement or completion of the Contributions; (vii) risks related to the inability of the
combined company to
obtain sufficient additional capital to continue to advance the product candidates and preclinical programs of Catalyst; and (viii) risks associated with the
possible failure to realize certain anticipated benefits of the
Contributions, including with respect to future financial and operating results.  Additional risks
and factors are identified under “Risk Factors” in the Company’s
Annual Report on Form 10-K filed on March 30, 2023 and subsequent reports filed with
the Commission, and identified under “Risk Factors” in the proxy statement.

You should not rely upon forward-looking statements as predictions of future events because these statements are based on assumptions that may not come
true and are
speculative by their nature.  Neither the Contributors, the Minority Holders or CPI undertakes an obligation to update any of the forward-
looking
information included in this document, whether as a result of new information, future events, changed expectations or otherwise.

Item 9.01 Exhibits.

(a) Financial Statements of Business Acquired

The unaudited interim condensed consolidated financial statements of BC as of and for the six months ended June 30, 2023, and the related notes thereto
are attached as
Exhibit 99.1 and are incorporated herein by reference.

(d) Exhibits

EXHIBIT INDEX

Exhibit
Number

  Description

99.1   Unaudited interim condensed consolidated financial statements of Beijing Continent as of and for the six months ended June 30, 2023.
104   Cover Page Interactive Data File (formatted as Inline XBRL).
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BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME
For the six months ended June 30, 2023 and 2022
(Amounts expressed in thousands of RMB)

    Notes     For the six months ended June 30, 
          2023    2022 
          (Unaudited)    (Unaudited) 
                   
Revenue     4       379,265      312,673 
                      
Cost of revenue            (15,170)     (14,286)
                      
Gross profit            364,095      298,387 
Other income and gains            9,993      2,184 
Selling expenses            (214,503)     (161,141)
Administrative expenses            (22,071)     (25,376)
Research and development expenses            (23,435)     (29,311)
Other expenses            (3,729)     (3,919)
Finance costs            ( 94)     (172)
                      
Profit before tax            110,256      80,652 
Income tax expense     5       (29,058)     (16,776)
                      
Net profit            81,198      63,876 
                      
Other comprehensive income, net of tax            -      - 
                      
Total comprehensive income                      
             81,198      63,876 

The accompanying notes are an integral part of the unaudited interim condensed consolidated financial statements.

1



BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS OF JUNE 30, 2023 AND AUDITED
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2022
(Amounts expressed in thousands of RMB)

  Notes   June 30, 2023  December 31, 2022 
      (Unaudited)  (Audited) 
ASSETS            
Non-current assets            
Property, plant and equipment   6     145,226    123,339 
Right-of-use assets        13,633    15,282 
Prepayments and deposits        24,519    21,730 
Intangible assets        181,628    161,249 
Deferred tax assets        2,941    2,589 
Bank deposits   10     133,486    51,500 
                
Total non-current assets        501,433    375,689 
                
Current assets               
Inventories   7     38,167    42,639 
Trade receivables   8     93,738    108,753 
Debt investments at fair value through other comprehensive income   9     1,875    10,597 
Prepayments, deposits and other receivables        12,524    8,493 
Cash and bank balances   10     158,880    163,420 
                
Total current assets        305,184    333,902 
                
Total assets        806,617    709,591 

              
LIABILITIES AND EQUITY           
Current liabilities           
Trade payables       1,021     850 
Other payables and accruals   11     73,828     61,084 
Lease liabilities         3,421     3,467 
Tax payable         14,199     12,668 
                  
Total current liabilities         92,469     78,069 
                  
Non-current liabilities                 
Customers’ deposits         346     380 
Lease liabilities         19     1,525 
Deferred government grants         5,977     5,150 
                  
Total non-current liabilities         6,342     7,055 
                  
Total liabilities         98,811     85,124 
                  
Equity                 
Share capital         61,318     61,318 
Capital reserve         250,801     248,660 
Surplus reserve         31,449     31,449 
Retained profits         364,238     283,040 
                  
Total equity         707,806     624,467 
                  
Total liabilities and equity         806,617     709,591 

The accompanying notes are an integral part of the unaudited interim condensed consolidated financial statements.
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BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the six months ended June 30, 2023 and 2022
(Amounts expressed in thousands of RMB)

    Note   Share capital    Capital reserve    Surplus reserve    Retained profits    Total 
                                   

As of January 1, 2023 (unaudited)         61,318      248,660      31,449      283,040      624,467 
Profit for the period         -      -      -      81,198      81,198 
Equity-settled share option arrangements     12     -      2,141      -      -      2,141 
                                         
As of June 30, 2023 (unaudited)          61,318      250,801      31,449      364,238      707,806 

      Share capital    Capital reserve    Surplus reserve    Retained profits    Total 
                                   

As of January 1, 2022 (unaudited)         61,318      240,055      16,346      147,109      464,828 
Profit for the period         -      -      -      63,876      63,876 
Equity-settled share option arrangements     12     -      4,302      -      -      4,302 
                                         
As of June 30, 2022 (unaudited)          61,318      244,357      16,346      210,985      533,006 

The accompanying notes are an integral part of the unaudited interim condensed consolidated financial statements.
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BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the six months ended June 30, 2023 and 2022
(Amounts expressed in thousands of RMB)

    Note   For the six months ended June 30, 
       2023    2022 
       (Unaudited)    (Unaudited) 
                
CASH FLOWS FROM OPERATING ACTIVITIES               
Profit before tax        110,256      80,652 
Finance costs        94      172 
Interest income        (1,510)     (287)
Loss on disposal of property, plant and equipment        6      24 
Depreciation of property, plant and equipment        3,660      2,965 
Depreciation of right-of-use assets        1,909      1,635 
Amortization of intangible assets        1,640      1,630 
Recognition of equity-settled share option expenses    12     2,141      4,302 
Provision for inventories         103      219 
(Reversal) provision for the impairment of trade receivables         (371)     97 
Amortization of deferred government grants         (141)     (75)
                   
          117,787      91,334 
                   
Decrease in inventories         4,369      144 
Decrease (increase) in trade receivables and debt investments at fair value through other comprehensive income        22,249      (18)
(Increase) decrease in deposits and other receivables         (4,015)     3,928 
Increase (decrease) in trade payables         2,030      (175)
Increase in other payables and accruals         11,934      19,684 
                    
Cash generated from operations         154,354      114,897 
Income tax paid         (27,879)     (31,767)
                   
Net cash generated from operating activities         126,475      83,130 

CASH FLOWS FROM INVESTING ACTIVITIES            
Purchase of property, plant and equipment     (26,710)      (8,042)
Additions to intangible assets     (21,923)      (20,968)
Purchase of long-term bank deposits     (80,476)      (50,302)
               
Net cash used in investing activities     (129,109)      (79,312)
               
CASH FLOWS FROM FINANCING ACTIVITIES              
Principal portion of lease payments     (1,812)      (1,457)
Interest paid on lease liabilities     (94)      (172)
               
Net cash used in financing activities     (1,906)      (1,629)
               
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS     (4,540)      2,189 
Cash and cash equivalents at beginning of period     163,420      166,294 
               
CASH AND CASH EQUIVALENTS AT END OF PERIOD     158,880      168,483 

The accompanying notes are an integral part of the unaudited interim condensed consolidated financial statements.

4



BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

1. CORPORATE INFORMATION

Beijing Continent Pharmaceuticals Co., Ltd. (the “Company”) is a limited company registered and established in the People's Republic of China
(the
“PRC”) in 2002. The registered office of the Company is located at 60 Shunkang Road, Shunyi District, Beijing, the PRC.

The Company and its subsidiary (collectively referred to as the “Group”) are principally engaged in the following activities:

• research and development of new drugs
• manufacture and sale of the Class 1.1 new drug “ETUARY” for the treatment of idiopathic pulmonary fibrosis
• manufacture and sale of other pharmaceutical products

In the opinion of the directors, the immediate holding company of the Company is BJ Continent Pharmaceuticals Limited, which is incorporated
in Hong
Kong, and the intermediate holding company of the Company is Continent Pharmaceuticals Inc., which is incorporated in the Cayman
Islands, and the ultimate holding company of the Company is GNI Group Co., Ltd., which is a listed company on the Tokyo
Stock Exchange since
September 23, 2011.

2. BASIS OF PREPARATION

The interim condensed consolidated financial information for the six months ended June 30, 2023 has been prepared in accordance with
International
Accounting Standard 34 Interim Financial Reporting (“IAS 34”). The interim condensed consolidated financial information does not
include all the information and disclosures
required in the annual financial statements and should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended December 31, 2022.

3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting policies adopted in the preparation of the interim condensed consolidated financial information are consistent
with those applied in
the preparation of the Group’s annual consolidated financial statements for the year ended December 31, 2022, except for the adoption of the
following new and revised International Financial Reporting Standards (“IFRSs”) for
the first time for the current period’s financial information.

Amendments to IAS 1 and IFRS Practice Statement
2

Disclosure of Accounting Policies

Amendments to IAS 8 Definition of Accounting Estimates
Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction
Amendments to IAS 12 International Tax Reform – Pillar Two Model Rules

5



BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

The nature and impact of the new and revised IFRSs are described below:

(a) Amendments to IAS 1 require entities to disclose their material accounting policy information rather than their significant accounting policies.
Accounting policy information is material if, when
considered together with other information included in an entity’s financial statements, it
can reasonably be expected to influence decisions that the primary users of general purpose financial statements make on the basis of those
financial statements. Amendments to IFRS Practice Statement 2 provide non-mandatory guidance on how to apply the concept of materiality
to accounting policy disclosures. The Group has applied the amendments since January 1, 2023. The
amendments did not have any impact on
the Group’s interim condensed consolidated financial information but are expected to affect the accounting policy disclosures in the Group’s
annual consolidated financial statements.

(b) Amendments to IAS 8 clarify the distinction between changes in accounting estimates and changes in accounting policies. Accounting
estimates are defined as monetary amounts in financial statements
that are subject to measurement uncertainty. The amendments also clarify
how entities use measurement techniques and inputs to develop accounting estimates. The Group has applied the amendments to changes in
accounting policies and changes
 in accounting estimates that occur on or after January 1, 2023. Since the Group’s policy of determining
accounting estimates aligns with the amendments, the amendments did not have any impact on the financial position or performance of the
Group.

(c) Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction narrow the scope of
 the initial
recognition exception in IAS 12 so that it no longer applies to transactions that give rise to equal taxable and deductible temporary
differences, such as leases and decommissioning obligations. Therefore, entities are required
to recognize a deferred tax asset (provided that
sufficient taxable profit is available) and a deferred tax liability for temporary differences arising from these transactions. The amendments
had an insignificant impact on the Group’s
interim condensed consolidated financial statements.

(d) Amendments to IAS 12 International Tax Reform – Pillar Two Model Rules introduce a mandatory temporary exception from the
recognition
and disclosure of deferred taxes arising from the implementation of the Pillar Two model rules published by the Organization for Economic
Co-operation and Development. The amendments also introduce disclosure requirements for
the affected entities to help users of the financial
statements better understand the entities’ exposure to Pillar Two income taxes, including the disclosure of current tax related to Pillar Two
income taxes separately in the periods when
 Pillar Two legislation is effective and the disclosure of known or reasonably estimable
information of their exposure to Pillar Two income taxes in periods in which the legislation is enacted or substantively enacted but not yet in
effect.
Entities are required to disclose the information relating to their exposure to Pillar Two income taxes in annual periods beginning on or
after January 1, 2023, but are not required to disclose such information for any interim periods
ending on or before December 31, 2023. The
Group has applied the amendments retrospectively.   Since the Group did not fall within the scope of the Pillar Two model rules, the
amendments did not have any impact to the Group.

6



    For the six months ended June 30, 
    2023    2022 
    (Unaudited)    (Unaudited) 
             
Revenue from contracts with customers            
Sales of pharmaceutical products     379,265      312,673 

    For the six months ended June 30, 
    2023    2022 
    (Unaudited)    (Unaudited) 
             
Timing of revenue recognition            
Products transferred at a point in time     379,265      312,673 

    For the six months ended June 30, 
    2023    2022 
    (Unaudited)    (Unaudited) 
             
Current income tax charge in Mainland China     29,410      16,847 
Deferred income tax     (352)     (71)
               
Total tax charge for the period     29,058      16,776 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

4. REVENUE

Revenue is analyzed as follows:

Disaggregated revenue information is as follow:

5. INCOME TAX

The Company was designated and approved as a High and New Technology Enterprise in December 2022 with a validity period of 3
years and
was entitled to a preferential tax rate of 15% accordingly.

The Group calculates the period income tax expense using the tax rate that would be applicable to the expected total annual
earnings. The major
components of income tax expense in the unaudited interim condensed consolidated statements of profit or loss are:

7



    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Raw materials     6,650      7,354 
Work in progress     4,999      2,749 
Semi-finished goods     13,622      22,790 
Finished goods     13,061      9,808 
      38,332      42,701 
               
Provision for inventories     (165)     (62)
               
      38,167      42,639 

    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Trade receivables     94,229      109,615 
Allowance for impairment     (491)     (862)
               
      93,738      108,753 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

6. PROPERTY, PLANT AND EQUIPMENT

During the six months ended June 30, 2023 and 2022, the Group’s property, plant and equipment increased with costs of
 RMB25,553 and
RMB6,163, respectively, which were mainly categorized as the additions in construction in progress.

The carrying amounts of these constructions in progress as of June 30, 2023 and December 31, 2022 were RMB57,747 and RMB33,778,
respectively.

 
7. INVENTORIES

8. TRADE RECEIVABLES

The Group’s trading terms with its customers are mainly on credit, and the credit period is usually within 3 months. The Group seeks to maintain
strict control over its outstanding receivables to minimize credit risk.   Overdue balances are reviewed regularly by the management. Trade
receivables are non-interest-bearing.



9. DEBT INVESTMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

The balances of RMB1,875 and RMB10,597 as of June 30, 2023 and December 31, 2022, respectively, represented bills receivable
arising from
the sale of pharmaceutical products. As the Group’s management policy is collect contractual cashflows when the bills expire or endorse the bills
to supplier before the bills mature, management accounted for them as debt investments
at fair value through other comprehensive income.

8



    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Cash and bank balances     292,366      214,920 
Less: Long-term bank deposits     (133,486)     (51,500)
               
Cash and cash equivalents     158,880      163,420 

    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Payroll and welfare payables     35,043      34,911 
Accrued expenses     24,786      1,970 
Other payables     12,365      22,081 
Deferred government grants*     6,259      5,300 
Others     1,698      2,352 
      80,151      66,614 
Less:              

Non-current portion of customers’ deposits     (346)     (380)
Non-current portion of deferred government grants     (5,977)     (5,150)

               
Current portion     73,828      61,084 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

10. CASH AND BANK BALANCES

Cash at banks earns interest at floating rates based on daily bank deposit rates. The bank balances are deposited with
creditworthy banks with no
recent history of default.

 
The long-term bank deposits represented certificates of deposits issued by four different banks with due dates in 2025 and
2026. According to the
Group’s assessment, these deposits have passed “solely payments of principal and interest test” and the Group intends to hold them till the due
date, so these deposits were accounted for as financial assets measured at amortized cost.

11. OTHER PAYABLES AND ACCRUALS

* The balance represents government grants which were used for research and development projects and development of the manufacturing
plants in two cities in the PRC.
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For the six months ended

June 30, 2023    
For the six months ended

June 30, 2022  

   

Number of
share

options   

Weighted
average
exercise

price
RMB per

share   

Number of
share

options   

Weighted
average
exercise

price
RMB per

share 
    (Unaudited)    (Unaudited)    (Unaudited)    (Unaudited) 
                         
Outstanding at the beginning of the period     9,195,130      9.79      9,197,685      9.79 
Forfeited     (10,220)     9.79      (2,555)     9.79 
                             
Outstanding at the end of the period     9,184,910      9.79      9,195,130      9.79 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

12. SHARE OPTION SCHEME

In February 2021, the board of directors of the Company approved the 2021 Stock Incentive Plan (the “2021 Plan”) to certain
employees and
consultants of the Company to purchase a total of 9,197,685 ordinary shares of the Company. The 2021 Plan has a contractual term of seven years.
Share options granted under the 2021 Plan were accounted for as equity awards, and
 subject to service condition and certain specified
performance targets. In addition, share options granted under the 2021 Plan have an exercise price of RMB9.79 per share, and will not be
exercisable until the closing of an IPO and the lapse of the
applicable lock-up periods after such IPO.

In December 2021, the board of directors of the Company approved to further amend the 2021 Plan, and removed the exercise
condition related to
the closing of an IPO. In addition, all share options granted under the 2021 Plan will generally vest over twenty months after the grant date,
subject to certain specified performance targets.

A summary of number of share options under the 2021 Plan is as follows:

No share options were granted or exercised during the six months ended June 30, 2023 and 2022, respectively. The Group recognized share option
expenses of RMB2,141 and RMB4,302 for the six months ended June 30, 2023 and 2022, respectively.

In April 2023, the shareholders of the Company approved to terminate the 2021 Plan. The termination will take effect upon
the effective time as
defined in the Business Combination Agreement entered among Catalyst Biosciences, Inc. ("Catalyst”), GNI Group Ltd. and certain of its
subsidiaries, and the Company and certain of its minority shareholders on December 26,
2022, as amended on March 29, 2023. According to the
Business Combination Agreement, each outstanding share option under the Company’s 2021 Plan upon termination will be cancelled and replaced
with options granted under the 2023 Omnibus Incentive
Plan of Gyre Therapeutics, Inc., the new name of Catalyst after the business combination
closes. In addition, the Company will no longer grant any options under the 2021 Plan.

Since the termination of the 2021 Plan was not effective as of June 30, 2023, there was no accounting impact for the six
months ended June 30,
2023.
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    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Contracted, but not provided for:            

Property, plant and equipment     34,812      39,943 
Research and development     215,134      206,023 

               
      249,946      245,966 

Related party   Relationship with the Group
     
GNI Group Ltd.   The ultimate holding company of the Company
Shanghai Genomics, Inc.   Company controlled by the ultimate holding company, GNI Group

Ltd.

    For the six months ended June 30, 
    2023    2022 
    (Unaudited)    (Unaudited) 
Capitalized expenditures            

Shanghai Genomics, Inc.          -      1,145 

    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Due to related parties, which are trade in nature            

GNI Group Ltd.     750      785 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

13. CAPITAL COMMITMENTS
 

14. RELATED PARTY TRANSACTIONS

(i) The Group had the following transactions with related parties during the periods:

(ii) Outstanding balances with related parties
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Financial assets at fair value
through other

comprehensive
income debt investments    

Financial assets at
amortized cost  

 

 
June 30,

2023   

December
31,

2022   
June 30,

2023   

December
31,

2022 
    (Unaudited)    (Audited)    (Unaudited)    (Audited) 
                         
Trade receivables     -      -      93,738      108,753 
Debt investments at fair value through other comprehensive income     1,875      10,597      -      - 
Financial assets included in prepayments, deposits and other

receivables     -      -      10,685      6,799 
Cash and bank balances     -      -      158,880      163,420 
Bank deposits     -      -      133,486      51,500 
                             
      1,875      10,597      396,789      330,472 

    Financial liabilities at amortized cost  
    June 30, 2023    December 31, 2022 
    (Unaudited)    (Audited) 
             
Trade payables     1,021      850 
Financial liabilities included in customers’ deposits, other payables and accruals     13,461      23,246 
Lease liabilities     3,440      4,992 
               
      17,922      29,088 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

15. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as of June 30, 2023 and December
31, 2022 are as follows:

Financial assets

Financial liabilities
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As of June 30, 2023   Fair value measurement using        

   

Quoted
prices

in active
markets

(Level 1)   

Significant
observable

inputs
(Level 2)   

Significant
unobservable

inputs
(Level 3)    Total 

    (Unaudited)    (Unaudited)    (Unaudited)    (Unaudited) 
                         
Debt investments at fair value through other comprehensive income     -      1,875      -      1,875 

As of December 31, 2022   Fair value measurement using        

   

Quoted
prices

in active
markets

(Level 1)   

Significant
observable

inputs
(Level 2)   

Significant
unobservable

inputs
(Level 3)    Total 

    (Audited)    (Audited)    (Audited)    (Audited) 
                         
Debt investments at fair value through other comprehensive income     -      10,597      -      10,597 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

16. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and cash equivalents, trade receivables, financial assets included in prepayments, deposits
and
 other receivables, trade payables, and financial liabilities included in other payables and accruals approximate to their carrying amounts
largely due to the short-term maturities of these instruments.

The Group’s finance department headed by the finance manager is responsible for determining the policies and procedures for the fair value
measurement of financial instruments. The finance department reports directly to the chief financial officer. At each reporting date, the finance
department analyses the movements in the values of financial instruments and determines the major
inputs applied in the valuation. The valuation
is reviewed and approved by the chief financial officer.

The fair values of the financial assets and liabilities are included at the amounts at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation sale. The following methods and assumptions were used to estimate the
fair values.

The fair value of the debt investments at fair value through other comprehensive income and the long-term bank deposits has been calculated by
discounting the expected future cash flows using rates currently available for instruments with similar terms, credit risk and remaining maturities.

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

Assets measured at fair value:

The Group did not have any financial liabilities measured at fair value as of June 30, 2023 and December 31, 2022.
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As of June 30, 2023   Fair value measurement using        

   

Quoted
prices

in active
markets

(Level 1)   

Significant
observable

inputs
(Level 2)   

Significant
unobservable

inputs
(Level 3)    Total 

    (Unaudited)    (Unaudited)    (Unaudited)    (Unaudited) 
                         
Bank deposits, non-current portion     -      133,486      -      133,486 

As of December 31, 2022   Fair value measurement using        

   

Quoted
prices

in active
markets

(Level 1)   

Significant
observable

inputs
(Level 2)   

Significant 
unobservable

inputs
(Level 3)    Total 

    (Audited)    (Audited)    (Audited)    (Audited) 
                         
Bank deposits, non-current portion     -      51,500      -      51,500 

BEIJING CONTINENT PHARMACEUTICALS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in thousands of RMB)

16. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued)

Assets for which fair values are disclosed:

The Group did not have any financial liabilities disclosed at fair value as of June 30, 2023 and December 31, 2022.

During the six months ended June 30, 2023 and 2022, there were no transfers of fair value measurement between Level 1 and Level 2 and no
transfers
into or out of Level 3 for both financial assets and liabilities.

17. EVENTS AFTER THE REPORTING PERIOD

No significant events occurred subsequent to June 30, 2023.
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