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IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Maximum Offer Price : HK$8.00 per Offer Share, plus brokerage of
1.0%, SFC transaction levy of 0.0027 %,
Stock Exchange trading fee of 0.00565% and
AFRC transaction levy of 0.00015% (payable
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and subject to refund)
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the
contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Documents Delivered to the Registrar of Companies in Hong Kong and Available on Display” in
Appendix V, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
(Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility for the contents
of this prospectus or any of the other documents referred to above.

The Offer Price is expected to be determined by agreement between the Sole Global Coordinator (on behalf of the Hong Kong Underwriters) and our Company on or about
Wednesday, October 4, 2023 and, in any event, not later than Friday, October 6, 2023. The Offer Price will be not more than HK$8.00 per Offer Share and is currently expected
to be not less than HK$6.00 per Offer Share, unless otherwise announced. Investors applying for the Hong Kong Offer Shares must pay, on application, the maximum Offer Price
of HK$8.00 per Offer Share, together with brokerage of 1.0%, SFC transaction levy of 0.0027%, Stock Exchange trading fee of 0.00565% and AFRC transaction levy of 0.00015%,
subject to refund if the Offer Price is less than HK$8.00 per Offer Share. If, for any reason, the Offer Price is not agreed between our Company and the Sole Global Coordinator
(on behalf of the Hong Kong Underwriters) on or before Friday, October 6, 2023 (Hong Kong time), the Global Offering (including the Hong Kong Public Offering) will not proceed
and will lapse.

The Sole Overall Coordinator, with the consent of our Company, may reduce the indicative Offer Price range stated in this prospectus and/or reduce the number of Offer Shares
being offered pursuant to the Global Offering at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case,
notices of the reduction of the indicative Offer Price range and/or the number of Offer Shares will be published on the websites of the Stock Exchange at www.hkexnews.hk and
our Company at www.luyuan.cn not later than the morning of the last day for lodging applications under the Hong Kong Public Offering. -
Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in the section
headed “Risk Factors.” The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure subscribers for, the Hong
Kong Offer Shares, are subject to termination by the Sole Global Coordinator (on behalf of the Hong Kong Underwriters) if certain events occur prior to 8:00 a.m. on the Listing
Date. Such grounds are set out in the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for Termination.” It is
important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold, pledged or
transferred within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act. The Offer
Shares may be offered, sold or delivered outside the United States in offshore transactions in reliance on Regulation S.

ATTENTION
We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this prospectus or printed copies of any
application forms to the public in relation to the Hong Kong Public Offering.
This prospectus is available at the websites of the Stock Exchange (www.hkexnews.hk) and our Company (www.luyuan.cn). If you require a printed copy of this prospectus,
you may download and print from the website addresses above.
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

We have adopted a fully electronic application process for the Hong Kong Public
Offering. We will not provide printed copies of this prospectus or printed copies of
any application forms to the public in relation to the Hong Kong Public Offering.

This prospectus is available at the website of the Stock Exchange at
www.hkexnews.hk under the “HKEXnews > New Listings > New Listing
Information” section, and our website at www.luyuan.cn. If you require a printed
copy of this prospectus, you may download and print from the website addresses
above.

To apply for the Hong Kong Offer Shares, you may:

(a) apply online through the HK eIPO White Form service in the IPO App
(which can be downloaded by searching “IPO App” in App Store or Google
Play or downloaded at www.hkeipo.hk/IPOApp or
www.tricorglobal.com/IPOApp) or at www.hkeipo.hk;

(b) apply through the CCASS EIPO service to electronically cause HKSCC
Nominees to apply on your behalf, including by:

(i) instructing your broker or custodian who is a CCASS Clearing
Participant or a CCASS Custodian Participant to give electronic
application instructions via CCASS terminals to apply for the Hong
Kong Offer Shares on your behalf; or

(ii) (if you are an existing CCASS Investor Participant) giving electronic
application instructions through the CCASS Internet System
(https://ip.ccass.com) or through the CCASS Phone System by calling
+852 2979 7888 (using the procedures in HKSCC’s “An Operating
Guide for Investor Participants” in effect from time to time). HKSCC
can also input electronic application instructions for CCASS Investor
Participants through HKSCC’s Customer Service Center at 1/F, One &
Two Exchange Square, 8 Connaught Place, Central, Hong Kong by
completing an input request.

We will not provide any physical channels to accept any application for the Hong Kong
Offer Shares by the public. The contents of the electronic version of this prospectus are
identical to the printed prospectus as registered with the Registrar of Companies in Hong
Kong pursuant to Section 342C of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance.

If you are an intermediary, broker or agent, please remind your customers, clients or
principals, as applicable, that this prospectus is available online at the website addresses
above.

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in this
prospectus for further details of the procedures through which you can apply for the
Hong Kong Offer Shares electronically.
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Your application through the HK eIPO White Form service or the CCASS EIPO service must
be for a minimum of 500 Hong Kong Offer Shares and in one of the numbers set out in the

table. You are required to pay the amount next to the number you select.

No. of Hong No. of Hong No. of Hong No. of Hong
Kong Offer Amount  Kong Offer Amount  Kong Offer Amount  Kong Offer Amount
Shares applied ~ payable on Shares applied ~ payable on Shares applied ~ payable on Shares applied ~ payable on

for  application for  application for  application for  application
HK$ HKS HKS HK$

500 4,040.35 8,000 04,045.45 70,000 565,647.60 1,000,000 8,080,680.00

1,000 8,080.68 9,000 72,126.12 80,000 646,454.40 2,000,000  16,161,360.00

1,500 12,121.02 10,000 80,806.80 90,000 727,261.20 3,000,000 24,242,040.00

2,000 16,161.35 15,000 121,210.20 100,000 808,068.00 4,000,000 32,322,720.00

2,500 20,201.70 20,000 161,613.60 200,000  1,616,136.00 5,333,500 43,098,306.78

3,000 24,242.05 25,000 202,017.00 300,000 2,424,204.00

3,500 28,282.38 30,000 242,420.40 400,000 3,232,272.00

4,000 32,322.72 35,000 282,823.80 500,000 4,040,340.00

4,500 36,363.05 40,000 323227.20 600,000 4,348,408.00

5,000 40,403.40 45,000 363,630.60 700,000 5,656,476.00

6,000 48,484.08 50,000 404,034.00 800,000  6,464,544.00

7,000 56,564.75 60,000 484,840.80 900,000  7,272,612.00

(1)  Maximum number of Hong Kong Offer Shares you may apply for.

No application for any other number of Hong Kong Offer Shares will be considered and any

such application is liable to be rejected.



EXPECTED TIMETABLE

We will issue an announcement if there is any change in the following expected timetable of
the Hong Kong Public Offering.

2023

(Note 1)

Hong Kong Public Offering commences . ................ .. ........... 9:00 a.m. on
Thursday, September 28

Latest time to complete electronic applications
under the HK eIPO White Form service through
one of the ways below:

. the IPO App, which can be downloaded by
searching “IPO App” in App Store or
Google Play or downloaded at
www.hkeipo.hk/IPOApp or www.tricorglobal.com/IPOApp

«  the designated website www.hkeipo.hk™°'¢ 2 ... .. . ..., 11:30 a.m. on
Wednesday, October 4

Application lists of the Hong Kong Public
(Note 3)

Offering open ™ 7/ L e 11:45 a.m. on
Wednesday, October 4

Latest time to (a) giving electronic application
instructions to HKSCC and (b) completing
payment of HK eIPO White Form applications by
effecting internet banking transfer(s) or PPS payment
transfer(s) N B 12:00 noon on
Wednesday, October 4

If you are instructing your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions via CCASS
terminals to apply for the Hong Kong Offer Shares on your behalf, you are advised to contact
your broker or custodian for the latest time for giving such instructions which may be
different from the latest time as stated above.

Application lists of the Hong Kong Public
Offering close™?™ 3 12:00 noon on

Wednesday, October 4

Expected Price Determination Date™* > .. ... ... ... ......... Wednesday, October 4
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Announcement of:

Results of allocations in the Hong Kong Public Offering

the Offer Price;

the indication of the levels of interest in the

International Offering and the level of applications

in the Hong Kong Public Offering; and

the basis of allocation of the Hong Kong Offer Shares

to be published on website of the Stock Exchange at

http://www.hkexnews.hk ™’ ® and our Company’s
(Note 9)

(Note 6)

website at www.luyuan.cn on or before

(with successful applicants’ identification document
numbers, where appropriate) to be available through
a variety of channels, including:

in the announcement to be posted on our

Company’s website at www.luyuan.cnV’¢ @

and the website of the Stock Exchange at
k(Note 8 and 9)

www.hkexnews.h

at the “IPO Results” function in the IPO App and
the designated results of allocations

website at www.tricor.com.hk/ipo/result or
www.hkeipo.hk/IPOResult with a “search by ID”

(Note 9)

function from"™?™“ > . . ... L

from the allocation results telephone enquiry line
by calling +852 3691 8488 between 9:00 a.m. and

6:00 p.m. from™° L

........ Wednesday, October 11

......... Wednesday, October 11

......... Wednesday, October 11

......... Wednesday, October 11

Dispatch/collection of refund cheques or HK eIPO White Form

Hong Kong Public Offering on or before

or partially unsuccessful applications under the

(Notes 8 and 9)

e-Auto Refund payment instructions in respect of wholly

......... Wednesday, October 11

Dispatch/collection of Share certificates into CCASS in respect of

wholly or partially successful application under the
Hong Kong Public Offering on or before

(Notes 7 and 9)

Dealings in the Shares on the Stock Exchange expected

— 11—

......... Wednesday, October 11

to commence at™N® 2 9:00 a.m. on

Thursday, October 12



EXPECTED TIMETABLE

Notes:

All times and dates refer to Hong Kong local time, except as otherwise stated.

You will not be permitted to submit your application under the HK eIPO White Form service through the IPO
App or the designated website at www.hkeipo.hk after 11:30 a.m. on the last day for submitting applications.
If you have already submitted your application and obtained an application reference number from the IPO
App or the designated website prior to 11:30 a.m., you will be permitted to continue the application process
(by completing payment of application monies) until 12:00 noon on the last day for submitting applications,
when the application lists close.

If there is/are a “black” rainstorm warning, Extreme Conditions and/or a tropical cyclone warning signal
number 8 or above in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Wednesday,
October 4, 2023 the application lists will not open and will close on that day. Further information is set out
in the section headed “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather and/or Extreme
Conditions on the Opening and Closing of the Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for Hong Kong Offer Shares — 6. Applying through the CCASS EIPO Service”
in this prospectus.

The Price Determination Date is expected to be on or about Wednesday, October 4, 2023 and, in any event,
not later than Friday, October 6, 2023, or such other date as agreed among the parties. If, for any reason, the
Offer Price is not agreed by Friday, October 6, 2023, or such other date as agreed, between the Overall
Coordinator(s) (for themselves and on behalf of the Underwriters, as applicable) and our Company, the Global
Offering will not proceed and will lapse.

None of the websites or any of the information contained on the websites forms part of this prospectus.

Share certificates for the Hong Kong Offer Shares are expected to be issued on Wednesday, October 11, 2023,
but will only become valid certificates of title provided that the Global Offering has become unconditional in
all respects prior to 8:00 a.m. on Thursday, October 12, 2023. Investors who trade Shares on the basis of
publicly available allocation details prior to the receipt of Share certificates or prior to the Share certificates
becoming valid certificates of title do so entirely at their own risk.

e-Auto Refund payment instructions/refund cheque will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering.

In case a typhoon warning signal no. 8 or above, a black rainstorm warning signal and/or Extreme Conditions
is/are in force in any days between Thursday, September 28, 2023 and Thursday, October 12, 2023, then the
day of (i) announcement of results of allocations in the Hong Kong Public Offering; (ii) dispatch of Share
certificates and refund cheques/HK eIPO White Form e-Auto Refund payment instructions; and (iii) dealings
in the Shares on the Stock Exchange may be postponed and an announcement may be made in such event.

The above expected timetable is a summary only. You should read carefully the sections

headed “Underwriting”, “Structure of the Global Offering” and “How to Apply for Hong
Kong Offer Shares” for details relating to the structure and conditions of the Global
Offering, procedures on the applications for Hong Kong Offer Shares, and expected

timetable, including conditions, effect of bad weather and/or Extreme Conditions and the

dispatch of refund cheques and Share certificates.

—iii —
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IMPORTANT NOTICE TO INVESTORS

This prospectus is issued by Luyuan Group Holding (Cayman) Limited solely in
connection with the Hong Kong Public Offering and the Hong Kong Offer Shares and
does not constitute an offer to sell or a solicitation of an offer to buy any security other
than the Hong Kong Offer Shares offered by this prospectus pursuant to the Hong
Kong Public Offering. This prospectus may not be used for the purpose of, and does not
constitute, an offer or invitation in any other jurisdiction or in any other
circumstances. No action has been taken to permit a public offering of the Offer Shares
in any jurisdiction other than Hong Kong and no action has been taken to permit the
distribution of this prospectus in any jurisdiction other than Hong Kong. The
distribution of this prospectus and the offering of the Offer Shares in other
Jurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption

therefrom.

You should rely only on the information contained in this prospectus and the GREEN
Application Form to make your investment decision. The Hong Kong Public Offering
is made solely on the basis of the information contained and the representations made
in this prospectus. We have not authorized anyone to provide you with information that
is different from what is contained in this prospectus. Any information or
representation not made in this prospectus must not be relied on by you as having been
authorized by us, the Sole Sponsor, the Sole Overall Coordinator, the Sole Global
Coordinator, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any
of our or their respective directors, officers, representatives, affiliates, employees,
agents or any other person or party involved in the Global Offering. Information
contained in our website, located at www.luyuan.cn, does not form part of this
prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this
Prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read this Prospectus in its entirety before you decide
whether to invest in the Offer Shares. There are risks associated with any investment.
Some of the particular risks in investing in the Offer Shares are set out in the section
headed “Risk Factors” in this Prospectus. You should read that section carefully before
you decide whether to invest in the Offer Shares.

OVERVIEW

We are an electric two-wheeled vehicle provider in mainland China, focusing on the design,
research and development, manufacturing and selling of electric two-wheeled vehicles.
According to Frost & Sullivan, mainland China’s electric two-wheeled vehicle market is highly
concentrated and competitive, in which we were the fifth largest manufacturer of electric
two-wheeled vehicles in mainland China in terms of total revenue in 2022, with a market share
of 4.2%.

Our Luyuan brand has over 20 years of history in mainland China’s electric two-wheeled
vehicle industry and participated in developing industrial standards. We have built an offline
sales and distribution network, and embraced informatization and established online retail
channels, continuously improving the penetration and coverage of our products. As of April 30,
2023, we had 1,314 distributors covering 319 cities across 30 provincial-level administrative
regions in mainland China. During the Track Record Period, the number of retail outlets within
our distribution network was over 5,400, 7,800, 9,800 and 11,400, respectively, as of December
31, 2020, 2021 and 2022 and April 30, 2023. We operated self-operated online stores on
mainstream e-commerce platforms and cooperate with well-known online retailers to capture
opportunities presented by the rapidly developing e-commerce in mainland China. Going
forward, we attempt to bring online traffic to our physical retail outlets, which we believe will
enhance the visibility of our brand and products and make our products more accessible to
potential consumers primarily through the use of online marketing methods. In recent years we
have been developing corporate and institutional customers, including shared mobility service
providers and on-demand e-commerce companies which allowed us to benefit from the quick
growth of e-commerce, food delivery, on-demand delivery, and shared mobility markets which
all have strong demand for electric two-wheeled vehicles. In addition, through cooperation
with overseas distributors, our products were sold in 37 countries and regions including
Thailand, Indonesia and the Philippines during the Track Record Period. During the Track
Record Period, revenue generated from overseas distributors accounted for a minimal portion
of our total revenue. In 2020, 2021 and 2022 and the four months ended April 30, 2022 and
2023, revenue generated from overseas distributors accounted for 1.7%, 1.9%, 2.4%, 4.0% and
0.5%, respectively, of our revenue from sales of products for the respective periods.
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We currently operate three production plants located in Zhejiang, Shandong and Guangxi. As
of December 31, 2022, our annual production capacity of electric two-wheeled vehicles was
approximately 3.3 million units. Through our continuous investment in upgrading our
production equipment, we strive to bring products with controllable product quality to
consumers to further improve our brand image, while maintaining our scale advantage.

We attach great importance to upgrading our products and developing relevant technologies.
Our core technologies cover key components of electric two-wheeled vehicles such as motors,
controllers, batteries and chargers. Technological developments and progress have
significantly improved the service life and safety level of our electric two-wheeled vehicles. In
terms of technological research and development, we focused on areas with strong growth
potential such as lithium-ion battery safety and electric two-wheeled vehicles with smart
functions. As of the Latest Practicable Date, we held a total of 437 patents in mainland China,
of which 46 were invention patents, 251 were utility model patents and 140 were design
patents.

During the Track Record Period, we achieved strong growth. Our revenue increased from
RMB2,378.3 million in 2020 to RMB4,783.0 million in 2022, representing a CAGR of 41.8%.
Our revenue increased by 42.1% from RMB1,162.0 million for the four months ended April 30,
2022 to RMB1,651.4 million for the same period in 2023. However, the market size of electric
two-wheeled vehicles in terms of total sales volume in mainland China is estimated by Frost
& Sullivan to increase at a CAGR of 4.6% from 2023 to 2027, contrastingly lower than 17.1%
from 2018 to 2022. Given the increasing competition and slower growth in the electric
two-wheeled vehicles industry, we may not be successful in maintaining the high historical
growth of our business. For a relevant risk factor, see “Risk Factors — Risks Relating to Our
Business and Industry — We may not be successful in maintaining the growth and profitability
of our business”.

STRENGTHS

We believe that the following competitive strengths differentiate us from our competitors and
have contributed to our success: (i) We are a well-known electric two-wheeled vehicle brand
that has continuously contributed to the industry development; (ii) We continuously invest in
research and development capabilities in core technologies; (iii) We emphasize product
development capabilities and make durable products with both fashion and performance; (iv)
We have built a nationwide offline distribution network and enjoy mature channel management
advantages; (v) We enjoy the scale advantage of the layout of our production plants close to
our markets and our mature production process which ensures good and stable quality; and (vi)
We have a professional and experienced management team.
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STRATEGIES

Leveraging our competitive strengths, we aim to become an enterprise leading the development
of mainland China’s electric two-wheeled vehicle industry by implementing the following
strategies: (i) Further enhance brand awareness and increase market share in mainland China;
(ii) Further enhance production capacity to support rapid business growth; (iii) Further
upgrade, expand and optimize the layout of our sales and distribution network; (iv) Further
enhance our research and development capabilities to solidify our position in product and
technology; (v) Continue to attract, train and motivate talented professionals; and (vi) Steadily
expand our business in international markets.

OUR PRODUCTS

During the Track Record Period, our revenue was mainly derived from the sale of electric
two-wheeled vehicles which can be broadly classified into electric motorcycles, electric
mopeds, and electric bicycles. To a substantially lesser extent, we also generated revenue from
sale of other special function vehicles, batteries and other vehicle parts, and the provision of
various services to our distributors. The following table sets forth a breakdown of (i) our
revenue by type of product and (ii) revenue generated from the provision of services to
distributors during the Track Record Period.

For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)

Types of products
Electric bicycles 1,010,096 42.5 1423,625 417 2232080 467 450,089  38.7 804,532 487
Electric mopeds 722,892 304 495043 145 258,177 54 104,385 9.0 27,241 1.6
Electric

motorcycles 244920 103 686,672 201 953,887 199 265019 228 377373 229
Batteries' 306,366 129 606,128  17.7 1,052,365  22.0 257,859 222 363,116 220
Electric two-

wheeled

vehicle parts” 60,220 2.5 147,793 43 226,164 47 67,952 59 51,574 335
Others 11,430 0.5 5446 02 509 0.1 318 0.0 61 0.0
Subtotal 2,355,924 99.1 3364707 985 4,727,769 988 1,145,622  98.6 1,629,897  98.7
Types of services
Training services 10,421 0.4 28,081 0.8 36,765 0.8 13,049 1.1 14,425 0.9
Others 11,987 0.5 24,899 0.7 18489 04 3,290 03 7102 04
Subtotal 22,408 0.9 52,980 1.5 55,254 1.2 16,339 1.4 21,527 1.3
Total 2,378,332 100.0 3,417,687 100.0 4,783,023 100.0 1,161,961 100.0 1,651,424 100.0
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Notes:
1. Representing batteries sold together with our electric two-wheeled vehicles.
2. Representing vehicle parts, such as tires and batteries, sold separately to distributors for their provision of

after-sales services to end customers.

Revenue from electric bicycles and electric motorcycles increased at a CAGR of 48.7% and
97.3%, respectively, from 2020 to 2022. Revenue from electric bicycles and electric
motorcycles further increased by 78.7% and 42.4%, respectively, for the four months ended
April 30, 2023 as compared to the corresponding period in 2022. Such increases were primarily
due to the significant increase in the sales volume of both types of products during the Track
Record Period. Revenue from electric mopeds decreased from RMB722.9 million in 2020 to
RMB258.2 million in 2022, and further decreased from RMB104.4 million for the four months
ended April 30, 2022 to RMB27.2 million for the four months ended April 30, 2023, primarily
due to changes in consumer preferences caused by the implementation of the New National
Standards, which imposed new restrictions on the specifications of electric mopeds that made
it a less favorable choice for consumers than other types of electric two-wheeled vehicles,
leading to a decline in customer demand. Electric bicycles, being the most popular type of
electric two-wheeled vehicles for consumers and our main focus, accounted for the largest
proportion of our revenue during the Track Record Period.

The following table sets forth the sales volume and average selling prices per unit of our
electric vehicles (excluding batteries) for the years indicated:

For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023
Average Average Average Average Average
selling selling selling selling selling
Sales price Sales price Sales price Sales price Sales price

volume per unit  volume per unit volume per unit volume per unit volume per unit

unit RMB unit RMB unit RMB unit RMB unit RMB

Electric bicycles 873,708 1,156 1,218,462 1,168 1,705,300 1,309 361,204 1,246 674,502 1,193
Electric mopeds 451,504 1,601 330,913 1,496 172,467 1,497 68,070 1,533 18413 1,479
Electric

motorcycles 144,874 1,691 398,304 1,724 546,601 1,745 152,593 1,737 230435 1,638
Others 2,379 4,805 654 8,327 199 25580 § 39,657 2 30,897
Total 1,472,465 1,351 1,948,333 1,340 2,424,567 1423 581,875 1,409 923,352 1,310




SUMMARY

The following table sets forth a breakdown of our gross profit and gross profit margins of our
products (excluding provision of services) by type of products for the years indicated:

For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023

Gross Gross Gross Gross Gross
Gross  profit ~ Gross  profit  Gross  profit ~ Gross  profit ~ Gross  profit
profit margin  profit margin  profit margin  profit margin  profit margin

RMB % RMB % RMB % RMB % RMB %
(In thousands, except for percentages)
(unaudited)

Electric bicycles 94,710 94 101,192 7.1 272,800 122 27,623 6.1 83,820 10.4
Electric mopeds 94,495 13.1 39,808 8.0 32511 126 11,974 1.5 4408 16.2
Electric motorcycles 37,529 153 88,247 129 142,595 149 27355 103 58,095 154
Batteries' 23,849 1.8 11473 11.8 15403 15 7,651 30 12,115 33
Electric two-wheeled

vehicle parts® 12,540 20.8 32,739 222 41496 183 13430 198 10,471 18.2
Others 694 6.1 673 124 1273 25.0 101 319 24 38.5
Total 263,817 112 334,133 9.9 506,078 10.7 88,134 7.7 168,933 104
Notes:
1. Representing batteries sold together with our electric two-wheeled vehicles.
2. Representing vehicle parts, such as tires and batteries, sold separately to distributors for their provision of

after-sales services to end customers.

Product Pricing

We price our products based on various factors, including the market positioning for the
specific product, supply and demand, procurement and production costs, spending patterns of
our target consumers, the prices of competing brands’ products, and the anticipated profit
margins for us.

We set distribution prices and suggested wholesale prices which represent the prices at which
we sell our products to distributors and the prices at which distributors sell our products to their
sub-distributors, respectively. For sales to end-customers through distributors and sub-
distributors, we set recommended retail prices for our products, which are subject to minor
adjustments (typically less than 10% from the recommended retail prices of the respective
products) by distributors reflecting the local competitive environment. In certain
circumstances, we may set minimum retail price for products that distributors have enjoyed a
certain wholesale price or maximum retail price to achieve balance between sales volume to
end-customers and selling prices. Retail prices for our products available in our self-operated
online stores are typically higher than our recommended retail prices provided to offline
distributors primarily for the protection of the business of distributors and their sub-
distributors.
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SALES AND DISTRIBUTION NETWORK

We distribute our products mainly through offline distributors complimented by our online
channels, corporate and institutional customers and overseas distributors. The table below sets
out a breakdown of our revenue from sales of our products by channel during the periods
indicated:

Year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)

Offline channels 1,664,844 70.7 2,771,684 824 4,245,048 89.8 1,057,484 92.3 1,455,681 89.3
- Eastern China 884,198 375 1,517,639 45.1 2,508,014 3.0 571,498 49.9 728,768 447
- Central and

Southern China 463,014 19.7 756,718 22.5 1,090,314 23.1 300,338 262 432,091 20.5
- Southwestern

China 87,193 37 134292 40 250,946 53 74059 6.5 125,391 17
~ Northern China 117,044 50 217,198 6.5 218,029 46 58,096 51 102,103 6.3
~ Other regions 112,795 4.8 145837 43 177,745 38 53,493 47 67328 4.1
Online channels 97,550 4.1 108,768 32 271,697 5T 24333 21 72,041 44
Corporate and

institutional
clients 554,037 23.5 421,003 125 96,427 2.1 17,897 1.6 94614 5.8
Overseas
distributors 39,493 17 63252 19 114,597 24 45,908 4.0 7,561 0.5
Total 2,355,924 100.0 3,364,707 100.0 4,727,769 100.0 1,145,622 100.0 1,629,897 100.0

Revenue from offline channels increased at a CAGR of 59.7% during the Track Record Period
along with the expansion of our retail network, as the number of retail outlets operated by
offline distributors or sub-distributors within our distribution network amounted to over 5,400,
7,800, 9,800 and 11,400 as of December 31, 2020, 2021 and 2022 and April 30, 2023,
respectively. Sales through retail outlets were accounted for sales to offline distributors, and
therefore the expansion of our retail network facilitated the increase in our revenue from
offline distributors. Specifically, the expansion of the retail outlet network has enabled offline
distributors to target a wider range of consumers, resulting in greater demand for products and
driving the increase of our sales to offline distributors. Revenue from online channels,
comprising our self-operated online stores on major e-commerce platforms and social media
platforms, increased at a CAGR of 66.9% during the Track Record Period. With the rise of
shared economy and on-demand e-commerce, especially those that utilize electric two-wheeled
vehicles, we customized and manufactured electric two-wheeled vehicles for a number of
leading shared mobility service providers and on-demand e-commerce brands, and other
corporate and institutional customers. Revenue from corporate and institutional clients
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fluctuated during the Track Record Period primarily because sales to corporate and institutional
clients were largely affected by the cyclical nature of the shared mobility industry and the
demand of a few major shared mobility service providers. In addition, sales to corporate and
institutional clients usually had a longer payment collection period than sales through other
channels, which brought challenges to maintaining a healthy cash flow. Therefore, we were
usually cautious about taking orders from corporate and institutional clients and might decline
less profitable orders. Considering the shared mobility market being highly competitive and
close to saturation, we adjusted our sales and marketing strategy for the purpose of risk control
and strove to expand our offline distributor network to promote the sales of our self-developed
products. The majority of our revenue from corporate and institutional clients were contributed
by two major shared mobility service providers. Since the second half of 2021, these two major
shared mobility service providers had reduced their purchases of electric bicycles from
suppliers due to adjustments of their business strategy. As a result, orders from corporate and
institutional clients decreased in 2022, leading to the significant decrease in revenue from
corporate and institutional clients.

The following table sets forth a breakdown of our gross profit and gross profit margins of our
products (excluding provision of services) by sales channels for the years indicated:

For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023

Gross Gross Gross Gross Gross
Gross profit ~ Gross  profit  Gross profit ~ Gross  profit  Gross profit
profit  margin  profit - margin  profit margin  profit margin  profit  margin

RMB % RMB % RMB % RMB % RMB %
(In thousands, except for percentages)
(unaudited)

Offline channels 167,489 10.1 261,430 94 401,276 95 69,048 6.5 137,245 9.4
Online channels 17913 184 18,468 170 54,674 20.1 5,508 226 20,790 28.9
Corporate and

institutional

clients 64,539 116 35369 84 14,406 149 1,402 78 9,146 9.7
Overseas

distributors 13,875 350 18,867 298 35721 312 12,176 260.5 1,752 232
Total 263,817 112 334,133 9.9 506,078 107 88,134 7.7 168,933 104

For detailed analysis, see “Financial Information — Description of Key Components of Our
Results of Operations — Gross Profit and Gross Profit Margin.”
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Our Customers

Our customers are primarily our distributors in mainland China, international distributors,
corporate and institutional clients and end customers from our self-operated online stores. In
2020, 2021 and 2022 and the four months ended April 30, 2023, the aggregate revenue
generated from our top five customers in each period during the Track Record Period accounted
for 26.7%, 19.4%, 11.6% and 13.3% of our total revenue for the respective periods. For the
same periods, revenue generated from our largest customer in each period during the Track
Record Period accounted for 16.4%, 8.4%, 4.0% and 4.7% of our total revenue for the
respective periods. The relatively higher contribution of our five largest customers and largest
customer for 2020 and 2021 were primarily due to the larger revenue contribution from our
corporate and institutional customers including shared mobility service providers and
on-demand e-commerce brands following the rise of shared economy and on-demand

c-commerce.

Historical Product-Related Non-Compliance

In 2020 and 2021, Shandong Luyuan received eight administrative penalties issued by Yinan
County Market Supervision and Administration which found that certain products produced by
Shandong Luyuan were in violation of requirements as specified in the Product Quality Law
of the PRC. Such non-compliance incidents occurred primarily due to (i) inconsistencies in the
implementation and interpretation of the New National Standards during the transition period
from the old national standards and (ii) unstable quality of raw materials such as controllers
and lights provided by certain suppliers.

Shandong Luyuan has fully rectified the non-compliance incidents pursuant to requirements of
the relevant administrative penalty decisions and have implemented a number of corrective
measures to address these incidents of non-compliance. As advised by our PRC Legal Advisors,
the relevant administrative penalty decisions have been enforced in full and Shandong Luyuan
is not subject to any further penalty with respect to such non-compliance incidents. As such,
we are not subject to any further potential administrative, legal operational or financial
exposure in relation to these administrative penalties. In addition, in interviews with the Yinan
County Market Supervision and Administration, it was confirmed that these eight
administrative penalties were not serious and material non-compliances and we are entitled to

continue to produce and sell conforming products of the relevant product models.

Based on the above and further considerations discussed in detail in the section headed
“Business — Legal Proceedings and Compliance — Compliance — Non-compliance with PRC
Law”, we believe that these administrative penalties do not pose any material potential impact
on our Group.
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Distributor Administrative Penalty Decisions

Administrative agencies in mainland China, including local branches of the SAMR, conduct
periodic inspections of products in the market, including electric two-wheeled vehicles. During
the Track Record Period and up to the Latest Practicable Date, we have noticed that a number
of our distributors and their sub-distributors were subject to administrative penalty decisions
primarily due to their alteration of our vehicles without our prior approval or authorization.
Such unauthorized alterations arise primarily from distributors and sub-distributors following
request for alterations from customers for higher speed, enhanced aesthetic appeal and
additional features. In the opinion of our Directors, such unauthorized alterations of our
vehicles by distributors and sub-distributors and the corresponding administrative penalties did
not and will not have any material impact on our financial conditions and results of operations
primarily on the basis that (i) all administrative penalty decisions related to unauthorized
alterations were issued to the respective distributors or sub-distributors and we were not
subject to any administrative penalties due to such administrative penalty decisions, (ii) all
relevant products had qualified factory inspection reports when delivered to the distributors,
(ii1) none of our Directors or employees had knowledge of, authorized, acknowledged or
consented to the alterations carried out by distributors or their sub-distributors, (iv) our PRC
Legal Advisors are of the view that the likelihood that we will be found legally responsible for
such non-compliance incidents caused by such alterations is remote, and (v) to the best of our
Directors’ knowledge, there were no material accidents, complaints, safety issues, warranty
claims and/or litigations against our Group arising from unauthorized alterations of our
products during the Track Record Period and up to the Latest Practicable Date. Our Directors
confirm, as of the Latest Practicable Date, there are no ongoing investigations by any relevant
regulatory authorities against our Group in relation to unauthorized alterations by distributors
or sub-distributors. We have also implemented a number of measures and procedures in
response to manage associated risks and prevent re-occurrence. For further details, see
“Business — Distributor Administrative Penalty Decisions.” For a relevant risk factor, see “Risk
Factors — Risks Relating to Our Business and Industry — Some of our distributors have been
subject to penalties for making unauthorized alterations to our products, which could adversely
affect our reputation, business, financial condition, results of operations and prospects.”

SUPPLY CHAIN MANAGEMENT

To ensure the quality of our products, during the Track Record Period, we produced our
products in-house at our three strategically located production plants, namely the Zhejiang
Plant, Shandong Plant and Guangxi Plant. In 2020, 2021 and 2022 and the four months ended
April 30, 2023, the utilization rates of our production plants were approximately 78.4%,
88.3%, 74.0% and 79.5%, respectively. We have invested in upgrading our production
equipment of our production plants. Our new factory in Zhejiang utilizes unmanned material
handling systems and overhead conveyor systems that greatly enhance production efficiency.
We implement our quality control standards throughout our entire supply chain, from sourcing

of raw materials, production, packaging and inventory storage to sale and delivery.
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The key raw materials, parts and components for our operations primarily include (i) metal and
plastic components, (ii) batteries, including lead-acid batteries and lithium-ion batteries, and
(ii1) control units and tires. In 2020, 2021 and 2022 and the four months ended April 30, 2022
and 2023, raw materials and consumables used attributable to our cost of sales amounted to
RMB1,920.7 million, RMB2,775.3 million, RMB3,883.5 million, RMB968.4 million and
RMB1,344.5 million, respectively, representing 91.8%, 91.6%, 92.0%, 91.6% and 92.0%,
respectively, of total cost of sales for the same periods.

Our Suppliers

During the Track Record Period, our major suppliers are suppliers of lead-acid batteries and
lithium-ion batteries, control units, magnetic steel and tires. In 2020, 2021 and 2022 and the
four months ended April 30, 2023, purchase from our five largest suppliers in each period
during the Track Record Period accounted for 17.4%, 24.0%, 31.7% and 29.8%, respectively,
of our total purchase amount for the respective periods. For the same periods, purchase from
our largest supplier in each period during the Track Record Period accounted for 8.1%, 9.8%,
10.4% and 14.4%, respectively, of our total purchase amount for the respective periods.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables present our summary historical financial information for the periods or as
of the dates indicated. This summary has been derived from our historical financial information
included in the Accountant’s Report as set out in Appendix I. The summary historical financial
data set forth below should be read together with, and is qualified in its entirety by reference
to, the historical financial information included in the Accountant’s Report as set out in
Appendix I, including the accompanying notes, and the information set forth in “Financial
Information.” Our historical financial information was prepared in accordance with HKFRS.

Summary of Consolidated Income Statements

For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)

Revenue 2378332 1000 3,417,687 100.0 4,783,023 100.0 1,161,961 1000 1,651,424  100.0

Cost of Sales (2,092,108)  (88.0) (3,030,574) (88.7) (4,221,691) (88.3) (1,057487) (91.0) (1,460,964) (88.5)

Gross Profit 286,224 120 387,113 113 561,332 11T 104,474 9.0 190460 115
Selling and marketing

costs (121,423) (5.1 (192,388)  (5.6) (259.567)  (5.4)  (53,188)  (4.6)  (98,845)  (6.0)

Administrative expenses (61420)  (2.6)  (64,444) (190  (89,059) (1.9  (26,665) (2.3)  (27,031)
Research and

development costs (83,521)  (3.5) (95,8260  (2.8) (150498)  (3.1)  (29,021) (2.5  (41,858)  (2.5)
Other income 29,269 12 26,816 0.8 31,750 0.8 12,079 1.0 17,964 1.1
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For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023
RMB'000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)

Income tax (expense)/

credit (3,036)  (0.1) (2,331)  (0.1) 4218) (0.1 6,786 0.6 1,953 0.1
Profit for the year/

period 40,281 1.7 59,260 L7 118,030 25 16,441 14 41,040 25
Attribute to:
Equity holders of the

company 40,293 1.7 59,260 1.7 118,030 2.5 16,441 1.4 41,040 2.5
Non-controlling interests (12) (0.0 - - - - - - - -

Our net profit increased from RMB40.3 million in 2020 to RMB118.0 million in 2022,
representing a CAGR of 71.2%. Our net profit increased by 149.6% from RMB16.4 million for
the four months ended April 30, 2022 to RMB41.0 million for the four months ended April 30,
2023. Such increases were primarily because (i) revenue increased from RMB2,378.3 million
in 2020 to RMB4,783.0 million in 2022 at a CAGR of 41.8%, and increased by 42.1% from
RMB1,162.0 million for the four months ended April 30, 2022 to RMB1,651.4 million for the
four months ended April 30, 2023, mainly attributable to the significant increase in the sales
volume of both our electric bicycles and electric motorcycles; (ii) our selling and marketing
costs, administrative expenses, and research and development costs generally remained
relatively stable as a percentage of revenue during the Track Record Period as a result of our
cost control efforts and economies of scale; and (iii) we received government grants recognized
as other income of RMB11.6 million, RMB10.2 million, RMB20.5 million, RMB7.6 million
and RMB15.0 million in 2020, 2021 and 2022 and the four months ended April 30, 2022 and
2023, respectively, which comprised general support from governments, subsidies for
stabilizing employment, tax refunds and VAT deductions, subsidies to relieve COVID-19
impacts and other small subsidies from local government. For a detailed analysis, see
“Financial Information — Year on Year Comparison of Results of Operations.” Our other
income primarily consists of income of obsolete material and work in progress, income of
operating lease, interest income from related and third parties, interest income from time
deposits and government grants.
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The following table sets forth a breakdown of our cost of sales for the periods indicated:

For the year ended December 31, For the four months ended April 30,
2020 2021 2022 2022 2023
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)
Raw materials and
consumables
used 1,920,690 91.8 2,775,258 91.5 3,883,483 92.0 968,382 91.6 1,344,535 92.0
- Batteries 320,814 154 595,017 19.6 1,124,547 206 271,648 257 391,027 26.8
- Motors 259,927 124 404513 133 544813 129 141418 134 181,148 124
- Frames and iron
spare parts 255,788 122 368,548 122 375,365 8.9 101,186 9.6 129,000 8.8
- Plastic parts 230,531 110 311,854 103 395,400 94 87,282 83 128475 8.8
- Shock absorbers 131,813 6.3 179,690 59 201,254 48 54,062 51 7431 5.1
- Tires 90,008 43 112,463 37 141438 34 37,168 35 50,743 35
- Others 631,809 302 803,173 26.5 1,100,666 261 275,618 260 389,765 26.6
Employee benefits
expenses 44,392 21 4757 25 1143 26 34456 33 32493 22
Others"*" 127,026 6.1 180,559 6.0 226,776 54 54,649 52 83936 57
Total 2,092,108 100.0 3,030,574 100.0 4,221,691 100.0 1,057,487 100.0 1,460,964 100.0

Note: Others mainly include outsourcing labor fee, freight, depreciation of property, plant and equipment, expense
relating to short-term leases or low value leases, tax and surcharges, design fee, office expense, advertising
expenses, travel expenses, and consulting costs.

Summary of Consolidated Balance Sheets

As of
As of December 31, April 30,
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 598,980 960,266 1,086,035 1,131,543
Current assets 969,268 1,705,627 2,097,965 2,408,963
Total assets 1,568,248 2,665,893 3,184,000 3,540,506
Non-current liabilities 15,875 165,940 389,024 513,117
Current liabilities 1,050,673 1,939,849 2,115,138 2,306,748
Total liabilities 1,066,548 2,105,789 2,504,162 2,819,865
Net current (liabilities)/assets (81,405) (234,222) 17,173) 102,215
Net assets 501,700 560,104 679,838 720,641
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We recorded net current liabilities as of December 31, 2020, 2021 and 2022, mainly due to the
increase in bank loan for the expansion of our production capabilities, including the
construction of our Guangxi Plant and our new factory in Zhejiang Plant. To improve our net
current liabilities position and ensure working capital sufficiency, we have negotiated with
banks to obtain medium or long-term loans to replace our short-term loans, which primarily
resulted in our net current liabilities during the Track Record Period. As of December 31, 2020,
2021 and 2022 and April 30, 2023, we have successfully obtained nil, RMB143.0 million,
RMB369.7 million and RMB493.2 million medium and long-term loans. We will continue to

improve capital turnover and increase the proportion of current assets in our total assets.

Our net current liabilities increased significantly from RMB81.4 million as of December 31,
2020 to RMB234.2 million as of December 31, 2021, primarily due to (i) an increase in trade
and notes and other payables of RMB487.7 million and (ii) an increase in borrowings of
RMB367.1 million, partially offset by (iii) an increase in inventories of RMB179.6 million and
(iv) an increase in financial assets at FVTPL of RMB364.5 million. Our net current liabilities
then decreased to RMB17.2 million as of December 31, 2022, primarily due to (i) an increase
in cash and cash equivalents of RMB173.0 million attributable to our operating cash inflows
resulted from our sales growth, (ii) an increase in trade and notes and lease receivables of
RMB136.9 million, (iii) an increase in financial assets at fair value through profit or loss of
RMB105.5 million, and (iv) a decrease in current borrowings of RMB236.2 million, partially
offset by an increase in trade and notes and other payables of RMB398.0 million. We recorded
net current liabilities of RMB17.2 million as of December 31, 2022 whereas we recorded net
current assets of RMB102.2 million as of April 30, 2023, primarily due to (i) an increase in
cash and cash equivalents of RMBS88.5 million attributable to our operating cash inflows
resulted from our sales growth, (ii) an increase in debt instruments at fair value through other
comprehensive income of RMB73.1 million as a result of the increasing use of acceptance bills
by our distributors, (iii) an increase in time deposits of RMB64.5 million, and (iv) an increase
in financial assets at FVTPL of RMB48.3 million representing our investments in certificate of
deposits, wealth management products and structured deposits using idle cash, partially offset
by (v) an increase in current borrowings of RMB164.0 million.

Our net assets amounted to RMB501.7 million, RMB560.1 million, RMB679.8 million and
RMB720.6 million as of December 31, 2020, 2021 and 2022 and April 30, 2023, primarily due
to the increase in profit for the year of RMB59.3 million, RMB118.0 million and RMB41.0
million for the year ended December 31, 2021 and 2022 and the four months ended April 30,
2023, respectively.

— 13 -



SUMMARY

Summary of Consolidated Statements of Cash Flows

For the year ended December 31,

For the four months
ended April 30,

2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Net cash (used
in)/generated from
operating activities (10,371) 144,388 509,892 208,699 2,584
Net cash used in investing
activities (31,062)  (562,522) (294,096) (159,118) (187,038)
Net cash generated
from/(used in) from
financing activities 8,371 464,851 (44,864) 139,922 273,013
Net (decrease)/increase in
cash and cash equivalents (33,062) 46,717 170,932 189,503 88,559
Cash and cash equivalents
at beginning of the
year/period 209,504 175,370 222,012 222,012 395,038
Effect of foreign exchange
rate changes, net (1,072) (75) 2,094 36 (10)
Cash and cash equivalents
at end of the year/period 175,370 222,012 395,038 411,551 483,587

Our cash and cash equivalents increased consistently during the Track Record Period, primarily

due to (i) operating cash inflows as a result of our rapid revenue growth and (ii) proceeds from

borrowings, partially offset by (iii) cash outflows for purchase of property, plant and equipment

for the construction of our production facilities. For details, see “Financial Information —

Liquidity and Capital Resources.”

In 2020, our net cash used in operating activities was primarily attributable to (i) an increase

in debt instruments at fair value through other comprehensive income of RMB140.1 million

representing bank acceptance bills from corporate and institutional clients and (ii) a decrease

in inventories of RMB73.6 million, partially offset by (iii) an increase in restricted cash of

RMBS88.2 million and (iv) an increase in other receivables and prepayments of RMBI15.4

million.
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Key Financial Ratios

For the
four months
ended/As of

For the year ended/As of December 31, April 30,

2020 2021 2022 2023

Return on equity' (%) 8.3% 11.2% 19.0% 17.6%°

Return on assets” (%) 2.6% 2.8% 4.0% 3.7%°

Current ratio® (times) 0.92 0.88 0.99 1.04

Quick ratio* (times) 0.72 0.68 0.78 0.86

Gearing ratio® (%) 32.0% 119.4% 97.3% 131.5%
Notes:

1. Return on equity equals profit for the year/period divided by the average balance of total equity at the

beginning and the end of that year/period and multiplied by 100%.

2. Return on assets equals profit for the year/period divided by the average balance of total assets at the beginning
and the end of that year/period and multiplied by 100%.

3. Current ratio equals current assets divided by current liabilities as of the same date.
4. Quick ratio equals current assets less inventories and divided by current liabilities as of the same date.
5. Gearing ratio equals total debt, comprising borrowings and lease liabilities, divided by total equity as of the

same date and multiplied by 100%.

6. Calculated on an annualized basis.

Return on equity and return on assets increased continuously from 2020 to 2022, primarily due
to our profit growth. Return on equity and return on assets decreased for the four months ended
April 30, 2023 compared with the same period in 2022, primarily due to the seasonality of our
results of operations. See “Financial Information — Significant Factors Affecting Our Results
of Operations — Seasonality” for details. Current ratio and quick ratio decreased in 2021
primarily due to the increase in our short-term bank loans which were included in current
liabilities. Current ratio and quick ratio increased in 2022 and the four months ended April 30,
2023, primarily due to the increase in our cash and cash equivalents attributable to our cash
flows generated from operating activities and a slow-down in our long-term investments. Our
gearing ratio increased significantly in 2021, primarily due to the increase in our borrowings
for the construction of our Guangxi Plant and our new factory in Zhejiang Plant. Our gearing
ratio decreased in 2022, primarily due to an increase in retained earnings. Our gearing ratio
increased for the four months ended April 30, 2023, primarily because (i) we increased our
bank borrowings to ensure liquidity, and (ii) we obtained medium or long-term loans in order
to replace our short-term loans which would due in the near future. For details, see “Financial

Information — Key Financial Ratios.”
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FUTURE PLANS AND USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$668.6 million (after deducting underwriting fees and estimated expenses payable by us in
connection with the Global Offering), assuming an Offer Price of HK$7.00 per Offer Share,
being the mid-point of the Offer Price range of HK$6.00 to HK$8.00 per Offer Share. We
intend to use the net proceeds from the Global Offering in the following manner:

. approximately 30.0%, or HK$200.6 million, is expected to be used for our research and
development efforts to maintain our technical edge.

. approximately 30.0%, or HK$200.6 million, is expected to be used to strengthen our sales
and distribution channels and for branding and marketing activities to raise our brand
awareness.

. approximately 30.0%, or HK$200.6 million, is expected to be used to strengthen our
production capabilities, mainly involving the construction of new production facilities
and upgrading of production equipment and machinery.

. approximately 10.0%, or HK$66.9 million, is expected to be used for working capital and
other general corporate purposes.

DIVIDEND

Under the Articles of Association, our Company in general meeting may declare dividends in
any currency to be paid to our Shareholders, provided that no dividend shall exceed the amount
recommended by our Directors. In addition, our Directors may from time to time pay to our
Shareholders such interim dividends as appear to our Directors to be justified by the profits of
our Company. No dividend may be declared or paid other than out of profits and reserves of
the Company lawfully available for distribution, including share premium.

Our Company is a holding company incorporated under the laws of the Cayman Islands. As a
result, the payment and amount of any future dividend will also depend on the availability of
dividends received from our subsidiaries. PRC laws require that dividends be paid only out of
the profit for the year calculated according to accounting principles in mainland China. PRC
laws also require a foreign-invested enterprise to set aside at least 10% of its after-tax profits,
if any, to fund its statutory reserves, which are not available for distribution as cash dividends.

No dividends have been paid or declared by our Company during the Track Record Period.
Currently, we do not have any fixed dividend policy.
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PRE-IPO INVESTMENTS AND OUR CONTROLLING SHAREHOLDERS

In 2011 and 2015, we have introduced Pre-IPO Investors, namely Shipston, New Healthcare
PPE and New Power PPE, into our Company. As of the Latest Practicable Date, Shipston held
8% Shares, and New Healthcare PPE and New Power PPE ceased to hold Shares following
repurchase of Shares by our Company in 2018. See “History, Reorganization and Corporate
Structure — Pre-IPO Investments” for further details.

Immediately after the completion of the Global Offering and the Capitalization Issue, Mr. Ni,
through Drago Investments and Best Expand, and Ms. Hu, through Apex Marine and Best
Expand, will hold and be entitled to exercise in general meetings voting rights attached to
Shares representing approximately 65.08% of the issued share capital of our Company. Drago
Investments is wholly owned by Mr. Ni. Apex Marine is wholly owned by Ms. Hu. Best Expand
is owned as to 50% by Mr. Ni and 50% by Ms. Hu. Accordingly, Mr. Ni, Ms. Hu, Drago
Investments, Apex Marine and Best Expand will continue to be our Controlling Shareholders
under the Listing Rules.

RISK FACTORS

There are certain risks involved in the investment in the Offer Shares, among which the
relatively material risks include the following: (i) Any quality issues related to our products or
the electric two-wheeled vehicle industry could result in a loss of customers and sales and, if
related to our products, may subject us to administrative penalties and product liability claims;
(ii) Our business depends significantly on market recognition of our “Luyuan” (#%if) brand,
and any damage to our brand, trademarks or reputation, or failure to effectively promote our
brand, could materially and adversely impact our business and results of operations; (iii) Any
negative publicity involving us, our products, our Company, Directors, our management team,
employees, spokespersons, our competitors, or our industry regardless of its veracity, could
adversely affect our business; (iv) We may not be successful in implementing our future
business plans and strategies, and if we are unable to execute them effectively and efficiently,
our business, financial conditions, results of operations and prospects may be materially and
adversely affected; (v) We operate in a competitive industry and if we are unable to compete
effectively, our business, financial condition, results of operations and prospects would be
materially and adversely affected; (vi) We may not be successful in maintaining the growth and
profitability of our business; (vii) Any future occurrence of force majeure events, natural
disasters or outbreaks of contagious diseases, including the COVID-19 outbreak, may
materially and adversely affect our business, financial condition and results of operations. See
“Risk Factors” for further details.
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LISTING STATISTICS

The statistics in the following table are based on the assumptions that (i) the Global Offering
is completed and 106,667,000 Shares are issued and sold in the Global Offering; and (ii)
426,667,000 Shares are issued and outstanding following the completion of the Global Offering
and the Capitalization Issue.

Based on an Based on an

Offer Price of Offer Price of

HK$6.00 HK$8.00

per Share per Share

Market capitalization of the Shares following HK$2,560.0 HK$3,413.3
the completion of the Global Offering and the million million

Capitalization Issue

Unaudited pro forma adjusted consolidated net tangible HK$3.22 HK$3.70
assets per Share of the Company attributable to
owners of the Company'

Note:

1. The unaudited pro forma adjusted consolidated net tangible assets per Share of the Company attributable to
owners of the Company were calculated after adjustments as specified in “Appendix II — Unaudited Pro Forma
Financial Information.” No other adjustment has been made to the above unaudited pro forma adjusted
consolidated net tangible assets to reflect any trading results or other transactions of the Group entered into
subsequent to April 30, 2023.

LISTING EXPENSES

Listing expenses to be borne by us are estimated to be approximately HK$78.1 million or
10.5% of the gross proceeds of the Global Offering (including underwriting commission of
approximately HK$29.9 million, and non-underwriting related expenses of approximately
HK$48.2 million which consist of fees and expenses of legal advisors and the Reporting
Accountant of approximately HK$30.2 million and other fees and expenses of approximately
HK$18.0 million, assuming an Offer Price of HK$7.00 per Share, being the mid-point of the
indicative Offer Price range). During the Track Record Period, we incurred listing expenses of
RMB27.6 million, of which RMBO0.2 million, RMB15.1 million, RMB2.8 million and RMB4.1
million were recognized in the consolidated income statements and consolidated statements of
comprehensive income for the year ended December 31, 2021 and 2022 and the four months
ended April 30, 2022 and 2023, respectively, and RMB54,000, RMBS5.7 million and RMBS.2
million was recognized as prepayments in the consolidated balance sheets as of December 31,
2021 and 2022 and April 30, 2023, respectively, which will be accounted for as a deduction
from equity upon Listing. Subsequent to the Track Record Period, we expect to further incur
listing expenses of RMB44.0 million prior to and upon completion of the Global Offering, of
which (i) RMB13.2 million is expected to be recognized as expenses in our consolidated
income statements and consolidated statements of comprehensive income, and (ii)) RMB30.8
million is expected to be accounted for as a deduction from equity upon Listing under the
relevant accounting standard.
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RECENT DEVELOPMENTS

Our business and financial performance grew stably following the Track Record Period and up
to the Latest Practicable Date. The sales volume of our electric two-wheeled vehicles increased
by 28.6% from approximately 1.3 million units for the seven months ended July 31, 2022 to
approximately 1.7 million units for the seven months ended July 31, 2023 primarily driven by
the expansion of our network of offline distributors. As of July 31, 2023, we cooperated with
1,373 offline distributors in mainland China who controlled over 11,900 retail outlets in
mainland China. As a result, based on the unaudited consolidated management accounts for the
seven months ended July 31, 2023, revenue for the seven months ended July 31, 2023 has
exceeded our revenue for the seven months ended July 31, 2022.

Our Directors confirm that, save as disclosed above, up to the date of this prospectus, there has
been no material adverse change in our financial and trading position since April 30, 2023, and
there is no event since April 30, 2023 which would materially affect the audited financial
information as set out in Appendix I to this prospectus.

Recent Regulatory Development
Regulations Relating to Overseas Listing

On February 17, 2023, with the approval of the State Council, the CSRC released the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies
(RN FET SN T S5 A E i BT HHZ) (the “Trial Measures”) and five supporting
guidelines, which became effective on March 31, 2023. According to the Trial Measures,
domestic companies that seek to offer or list securities overseas, both directly and indirectly,
should fulfill the filing procedure and report relevant information to the CSRC.

On the same day, the CSRC also held a press conference for the release of the Trial Measures
and issued the Notice on Administration for the Filing of Overseas Offering and Listing by
Domestic Companies (BRABEANEREINEIT Eiife 28 L PERYHE A,  which, among
others, clarifies that (1) on or prior to the effective date of the Trial Measures, domestic
companies that have already submitted valid applications for overseas offering and listing but
have not obtained approval from overseas regulatory authorities or stock exchanges may
reasonably arrange the timing for submitting their filing applications with the CSRC, and must
complete the filing before the completion of their overseas offering and listing; (2) a six-month
transition period will be granted to domestic companies which, prior to the effective date of the
Trial Measures, have already obtained the approval from overseas regulatory authorities or
stock exchanges (such as the completion of hearing in the market of Hong Kong or the
completion of registration in the market of the United States), but have not completed the
indirect overseas listing; if domestic companies fail to complete the overseas listing within
such six-month transition period, they shall file with the CSRC according to the requirements.
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Based on the foregoing, as the total assets, net assets, revenues and profits of our domestic
operating entities in the most recent accounting year account for more than 50% of the
corresponding figures in the Company’s audited consolidated financial statements for the same
period; and the Group’s major operational activities are carried out in mainland China, our
Directors and our PRC Legal Advisors are of the view that, we need to complete the filing
procedures with the CSRC in connection with the Listing pursuant to the Trial Measures. The
PRC legal advisers to the Sole Sponsor and the Sole Sponsor also concurred with the aforesaid
view of our Directors and our PRC Legal Advisors. We have completed the filing procedures
with the CSRC in connection with the Listing and the CSRC issued the filing notice on July
5, 2023. See “Regulatory Overview — Regulations Relating to M&A Rules and Overseas
Listing” for details.

Recent Intellectual Property Infringement Claim

On September 19, 2023, we received a lawsuit filed by a patent owner as the plaintiff. The
lawsuit names our Group and other co-defendants alleging that one electric bicycle product the
plaintiff procured from our Tmall flagship store infringes a patent regarding a type of
rechargeable battery allegedly held by the plaintiff. Based on public records, this patent at issue
has expired and become invalid on March 8, 2022. The plaintiff is seeking a total of RMB100
million in monetary damages from our Group and other co-defendants. Additionally, the
plaintiff submitted a court application for property preservation of RMB3.0 million of cash in
our bank account, which the court has approved. Evidence submitted by the plaintiff includes
only one allegedly infringing folding electric bicycle which was manufactured by a third party.

We intend to defend ourselves vigorously. Although there is uncertainty regarding the timing
or ultimate resolution of this lawsuit, taking into account the view of our PRC Legal Advisors,
our Directors are of the view that this lawsuit will not have any material adverse impact on our
business, results of operations and financial conditions. For further details, see “Business —
Legal Proceedings and Compliance — Legal Proceedings — Recent Intellectual Property
Infringement Claim”.
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the meanings set out below.

In this prospectus, unless the context otherwise requires, the following terms shall have

“Accountant’s Report”

“affiliate”

“AFRC”

“Anhui Baijiayu”

“Apex Marine”

“Apex Trust”

“Articles” or “Articles of
Association”

“associate(s)”

“Best Expand”

“Board”

“business day” or
“Business Day”

the report of the Reporting Accountant, the text of which
is set out in Appendix I to this prospectus

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

the Accounting and Financial Reporting Council of Hong
Kong

Anhui Baijiayu Luyuan Electric Vehicle Sales Co., Ltd.
(ZBAMFLEEIHHEEARAF), a  company
established in the PRC with limited liability on June 25,
2012 and a subsidiary of our Company prior to its
deregistration on June 4, 2020

Apex Marine Investments Limited, a company
incorporated in the British Virgin Islands with limited
liability on March 9, 2010 and wholly-owned by Ms. Hu

an irrevocable discretionary trust of which Helm Trust
Limited was the trustee and Ms. Hu and Ms. Ni were the
initial beneficiaries

the articles of association of our Company, conditionally
adopted on August 21, 2023 to take effect from the
Listing Date, a summary of which is set out in Appendix
III, and as amended from time to time

has the meaning ascribed thereto under the Listing Rules

Best Expand Holdings Limited, a company incorporated
in the British Virgin Islands with limited liability on
March 16, 2010 and owned by Mr. Ni and Ms. Hu in
equal shares

the board of directors of our Company
any day (other than a Saturday, Sunday or public holiday

in Hong Kong) on which banks in Hong Kong are
generally open for normal banking business
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“B VI”

“Capitalization Issue”

“Cayman Companies Act” or
“Companies Act”

“Cayman Islands”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS EIPO”

the British Virgin Islands

the issue of 288,000,000 Shares to be made upon
capitalization of certain sums standing to the credit of the
share premium account of our Company as referred to in
the sub-section headed “A. Further Information about our
Group — 4. Resolutions in Writing of the Shareholders of
Our Company Passed On August 21, 2023” in Appendix
IV to this prospectus

the Companies Act, Cap. 22 (Law 3 of 1961) of the
Cayman Islands (As Revised), as amended, supplemented
or otherwise modified from time to time

the Cayman Islands, island group and overseas territory
of the United Kingdom in the Caribbean Sea

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

the application for the Hong Kong Offer Shares to be
issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your or a
designated CCASS Participant’s stock account through
causing HKSCC Nominees to apply on your behalf,
including by (i) instructing your broker or custodian who
is a CCASS Clearing Participant or a CCASS Custodian
Participant to give electronic application instructions
via CCASS terminals to apply for the Hong Kong Offer
Shares on your behalf, or (ii) if you are an existing
CCASS Investor Participant, giving electronic
application instructions through the CCASS Internet
System (https://ip.ccass.com) or through the CCASS
Phone System (using the procedures in HKSCC’s “An

Operating Guide for Investor Participants” in effect from
time to time). HKSCC can also input electronic
application instructions for CCASS Investor
Participants through HKSCC’s Customer Service Centre
by completing an input request
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“CCASS Investor Participant”

“CCASS Participant”

“China”, “PRC” or “State”

“CNAS”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

9

“Company”, “our Company”

“Controlling Shareholder(s)”

“COVID-19”

“CSRC”

“Deed of Indemnity”

“Director(s)”

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or
a corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

People’s Republic of China

China National Accreditation Service for Conformity
Assessment

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended or supplemented or otherwise
modified from time to time

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended or supplemented or otherwise
modified from time to time

Luyuan Group Holding (Cayman) Limited, an exempted
company incorporated in the Cayman Islands with
limited liability on February 18, 2009

has the meaning ascribed thereto in the Listing Rules, and
unless the context otherwise requires, refers to, Mr. Ni,
Ms. Hu, Drago Investments, Apex Marine and Best
Expand

a novel coronavirus (2019-nCov)

the China Securities Regulatory Commission of the PRC

(h B R BB E MR B

the deed of indemnity dated September 24, 2023 and
entered into by our Controlling Shareholders with and in
favour of our Company (for ourselves and as trustee for
our subsidiaries) in respect of certain indemnities, details
of which are set out in “Statutory and General
Information — E. Other Information — 2. Indemnities
given by our Controlling Shareholders” in Appendix IV

the director(s) of our Company
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“Drago Investments”

“Drago Trust”

“EIT”

“EIT Law”

“Evolution”

“Extreme Conditions”

“Frost & Sullivan”

“Fujian Yizhou”

“Global Offering”

“GREEN Application Form(s)”

Drago Investments Limited, a company incorporated in
the British Virgin Islands with limited liability on
January 28, 2010 and wholly-owned by Mr. Ni

an irrevocable discretionary trust of which Helm Trust
Limited was the trustee and Mr. Ni and Ms. Ni were the

initial beneficiaries
enterprise income tax

the Enterprise Income Tax Law of the PRC ( {H# AR
FEFNE A 2E TS 8i7%) ), which came into effect on
January 1, 2008, as amended or supplemented or
otherwise modified from time to time

the onshore and offshore developments of our Group
during the period from around 2009 to prior to the
commencement of the Track Record Period with a view
to bringing our Group to an international platform for
larger scale fund-raising activities, details of which are
set out in “History, Reorganization and Corporate
Structure — Early Development and Evolution”

extreme conditions caused by a super typhoon as
announced by the government of Hong Kong

Frost & Sullivan (Beijing) Inc., the industry consultant

Fujian Yizhou Power Technology Co., Ltd. (#&%E— M)
TR A R/ F]), a company established in the PRC with
limited liability on October 27, 2006 and a 40%-owned
associated company of our Group prior to our disposal of
Fujian Yizhou to Lin Pingzai, an Independent Third
Party, on January 6, 2022

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the HK eIPO
White Form Service Provider designated by the
Company
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9 LR T3 2

“Group”, “our Group”, “we”,
6‘0ur” ()I' ‘6us’9

“Guangdong Luyuan”

“Guangxi Luyuan”

“Hangzhou Guangyang”

“Hebei Fangzhen”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HK$” or “Hong Kong dollars”

our Company and its subsidiaries from time to time, or,
where the context so requires, in respect of the period
before our Company became the holding company of our
present subsidiaries, such subsidiaries as if they were
subsidiaries of our Company at the relevant time or the
business operated by such subsidiaries or their
predecessors (as the case may be)

Luyuan Electric Vehicle (Guangdong) Co., Ltd. (#Ji7&
B () FH PR/ H]), a company established in the PRC
with limited liability on March 26, 2013 and a wholly-
owned subsidiary of our Company prior to its
deregistration on March 30, 2023

Guangxi Luyuan Electric Vehicle Co., Ltd. (J& VO 4k R
FH AR/ F]), a company established in the PRC with
limited liability on August 28, 2019, a wholly-owned
subsidiary of our Company

Hangzhou Xinxin Power Technology Co., Ltd. (Bt BTk
B I H M AR F)  (formerly known as Hangzhou
Guangyang Power Technology Co., Ltd. (fT/H36F8) 71
Fe i A PR F])), a company established in the PRC with
limited liability on May 29, 2013 and a 30%-owned
associated company of our Company prior to our disposal
of Hangzhou Guangyang on July 12, 2022

Hebei Fangzhen Electric Vehicle Sales Co., Ltd. (/4L
IREHHHEAR/AF), a company established in the
PRC with limited liability on September 5, 2012 and
deregistered on November 12, 2019

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name, submitted online through
the IPO App or the designated website at
www.hkeipo.hk

the HK eIPO White Form service provider designated
by our Company as specified in the IPO App or on the
designated website at www.hkeipo.hk

Hong Kong dollars and cents, the lawful currency of
Hong Kong
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“HKFRS”

“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

s

“Hong Kong Public Offering’

“Hong Kong Rainbow”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

Hong Kong Financial Reporting Standards issued by the
HKICPA

the Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

the 10,667,000 Shares being initially offered by our
Company for subscription pursuant to the Hong Kong
Public Offering (subject to reallocation as described in
the section headed “Structure of the Global Offering”)

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong at the Offer Price on the
terms and conditions described in this prospectus and the
GREEN Application Form

HongKong Rainbow Holdings Limited, a company
incorporated in Hong Kong with limited liability on
November 4, 2003 and owned by Mr. Ni and Ms. Hu as
to 40% and 60%, respectively, prior to its dissolution on
July 16, 2021

Tricor Investor Services Limited

the underwriters of the Hong Kong Public Offering listed
in the section headed “Underwriting — Hong Kong
Underwriters”

the underwriting agreement dated September 26, 2023,
relating to the Hong Kong Public Offering and entered
into by, among others, the Sole Overall Coordinator, the
Sole Global Coordinator, the Hong Kong Underwriters
and our Company
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“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Sanctions”

“International Underwriters”

“International Underwriting
Agreement”

“IPO App”

person(s) or company(ies) and their respective ultimate
beneficial owner(s), who/which, to the best of our
Directors’ knowledge, information and belief, having
made all reasonable enquiries, is/are not our connected
persons

the 96,000,000 Shares being offered by our Company for
subscription at the Offer Price pursuant to the
International Offering (subject to reallocation as
described in the section headed “Structure of the Global
Offering”)

the offer of the International Offer Shares by the
International Underwriters at the Offer Price outside the
United States in offshore transactions in accordance with
Regulation S, as further described in the section headed
“Structure of the Global Offering”

all applicable laws and regulations related to economic
sanctions, export controls, trade embargoes and wider
prohibitions and restrictions on international trade and
investment related activities, including those adopted,
administered and enforced by the US Government, the
European Union and its member states, United Nations or
the Government of Australia

the group of underwriters, led by the Sole Global
Coordinator, that is expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

the international underwriting agreement relating to the
International Offering, which is expected to be entered
into by, among others, the Sole Global Coordinator, the
International Underwriters and our Company on or about
the Price Determination Date, as further described in the
section headed “Underwriting”

the mobile application for the HK eIPO White Form
service which can be downloaded by searching “IPO
App” in App Store or Google Play or downloaded at
www.hkeipo.hk/TPOApp or www.tricorglobal.com/IPOApp
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“Jiangsu Luyuan”

“Jiangsu Motor Luyuan”

“Jinhua Licheng”

“Jinhua Luyuan”

“Jinhua Shitong”

“Jinhua Yicheng”

“Joint Bookrunners”

“Joint Lead Managers”

“Latest Practicable Date”

Xuzhou Zongshen Electric Vehicle Co., Ltd. (FR % H &
FHABRAF) (formerly known as Luyuan Electric
Vehicle Jiangsu Co., Ltd. (kIR EEH LA RAF)), a
company established in the PRC with limited liability on
September 5, 2012 and a wholly owned subsidiary of
Zhejiang Luyuan prior to the disposal by Zhejiang
Luyuan of its entire equity interests in such company on
March 28, 2018

Jiangsu Luyuan Motor Vehicle Technology Co., Ltd. (7L
BRER IR EEFE R R A /A 7)), a company established in
the PRC with limited liability on March 18, 2019 and was
deregistered on February 18, 2022

Jinhua Licheng Electric Vehicle Components Co., Ltd. (%
e 117 ) B ) B A BR /A7), a company established in
the PRC with limited liability on July 11, 2007, and a
subsidiary of our Company prior to its deregistration on
October 17, 2009

Jinhuashi Luyuan Electric Vehicle Co., Ltd. (4 #ET7 #k K
BEH A PR/ F]), a company established in the PRC with
limited liability on July 3, 1997 which was wholly owned
by Luyuan Holding prior to the disposal by Luyuan
Holding of its entire equity interests in such company to
Mr. Ni on April 6, 2011

Jinhua Stone CET Co., Ltd. (B HEHAE BRI AR AF) a
company established in the PRC with limited liability on
June 12, 2009 and was deregistered on July 25, 2014

Jinhua Yicheng Trading Co., Ltd. (& TENZH M E A FRA
A]), a company established in the PRC with limited
liability on July 15, 2015, a wholly-owned subsidiary of
our Company

the joint bookrunners as named in “Directors and Parties
Involved in the Global Offering”

the joint lead managers as named in “Directors and
Parties Involved in the Global Offering”

September 18, 2023, being the latest practicable date
prior to the publication of this prospectus for the purpose
of ascertaining certain information contained in this
prospectus
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“Linyishi Hongzi”

“Linyishi Luling Property
Services”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Ludong (Jinhua)”

“Luyuan BVI”

“Luyuan HK”

Zhejiang Jinhongzi Information Technology Co., Ltd. (#f
L4505 BHMARAF)  (formerly known  as
Linyishi Hongzi Information Technology Co., Ltd. (Ef¥T
AL 715 BT A PR 7)), a company established in the
PRC with limited liability on April 7, 2015 and a
subsidiary of our Company prior to its deregistration on
June 29, 2022

Linyishi Luling Property Service Co., Ltd. (FfUT i #k4%H
YIZERRS A PR/ F]), a company established in the PRC
with limited liability on May 12, 2016 and a subsidiary of
our Company prior to its deregistration on October 10,
2019

the listing of the Shares on the Main Board of the Stock
Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or about Thursday, October
12, 2023, on which the Shares are listed on the Stock
Exchange and from which dealings in the Shares are
permitted to commence on the Stock Exchange

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended or
supplemented or otherwise modified from time to time

Ludong (Jinhua) New Energy Technology Co., Ltd. (#kH)
GBI HRE TR A BR/AA]), a company established in
the PRC with limited liability on August 16, 2021 and a

wholly-owned subsidiary of our Company

Luyuan International Limited, a company incorporated in
the British Virgin Islands with limited liability on
February 16, 2009, a wholly-owned subsidiary of our
Company

Luyuan International (Hong Kong) Limited, a company
incorporated in Hong Kong with limited liability on
February 24, 2009, a wholly-owned subsidiary of our
Company
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“Luyuan Holding”

“M&A Rules”

“Main Board”

“mainland China”

“Memorandum” or
“Memorandum of Association”

“MIIT”

“MOFCOM”

“Mr. Ni”

“Ms. Hu”

“Ms. Ni”

Luyuan Investment Holding Group Co., Ltd. (&k 4% &%
e 4E A PR/ A]) (formerly known as Luyuan Investment
Holding Co., Ltd. (ZkIEHEZEABRAF)), a domestic
enterprise established in the PRC with limited liability on
April 24, 2007 and was deregistered on June 13, 2014

the Rules on the Merger and Acquisition of Domestic
Enterprises by Foreign Investors ( BN % & & i i
FENAZERHEIE) ), which was jointly promulgated by
six PRC regulatory agencies, including MOFCOM, the
State-Owned Assets Supervision and Administration
Commission of the State Council, SAT, CSRC, the State
Administration for Industry and Commerce, and SAFE on
September 8, 2006, and amended by MOFCOM on June
22, 2009

the stock market (excluding the option market) operated
by the Stock Exchange which is independent from and
operated in parallel with the GEM of the Stock Exchange

the People’s Republic of China excluding Hong Kong,
the Macau Special Administrative Region and Taiwan
region

the memorandum of association of our Company (as
amended from time to time), conditionally adopted on
August 21, 2023 to take effect from the Listing Date, a
summary of which is set out in Appendix III

the Ministry of Industry and Information Technology of
the PRC ("3 A RFLFIER T3EA(E B AL E)

the Ministry of Commerce of the PRC ("% A [ IA0[E
P 5 )

Mr. Ni Jie (fiif#), our co-founder, executive Director,
controlling Shareholder and spouse of Ms. Hu

Ms. Hu Jihong (#A#4L), our co-founder, executive
Director, controlling Shareholder and spouse of Mr. Ni

Ms. Ni Boyuan (fZf#Ji), our member of the senior
management and daughter of Mr. Ni and Ms. Hu
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“Nanjing Luyuan”

“NDRC”

“NEEQ”

“New Healthcare PPE”

“New National Standards”

“New Power PPE”

“Offer Price”

“Offer Price Range”

“Offer Shares”

“PBOC”

Nanjing Luyuan Electric Vehicle Sales Co., Ltd. (F % %%
%%ﬁﬁ%%ﬁ@@ﬁj), a domestic enterprise
established in the PRC with limited liability on
November 25, 2002 and a subsidiary of our Group prior
to our disposal to Huang Qingsheng, a then local
distributor of our Group in Nanjing and an Independent
Third Party, on September 20, 2012

the National Development and Reform Commission of

the PRC ("h3E A BRILANE B0 5 85 ANk 4 % B )

the National Equities Exchange and Quotation (B /N
EMR Ay R 4T), a PRC over-the-counter system for
trading shares for public companies

New Healthcare Private Equity Fund Investment
Co., Ltd. (WUNZFFERMEAZEHRERR/AF]), a company
established in the PRC with limited liability on December
18, 2013, a Pre-IPO Investor

The Safety Technical Specification for Electric
Bicycle (GB17761-2018) ( &EH) {4 17TH % 2 T H1#)
(GB17761-2018))

New Power Private Equity Fund Investment Co., Ltd. (or,
Hangzhou Xinyuedong Venture Capital Co., Ltd., being
the literal translation of its Chinese name) (FuJN 2% i B Al
HEHREABA D, a company established in the PRC with
limited liability on March 22, 2012, a Pre-IPO Investor

the final offer price per Offer Share (exclusive of
brokerage of 1.0%, SFC transaction levy of 0.0027%,
Stock Exchange trading fee of 0.00565% and AFRC
transaction levy of 0.00015%)

HK$6.00 to HK$8.00 per Offer Share

the Hong Kong Offer Shares and the International Offer
Shares

the People’s Bank of China (HFE] AR %$R1T), the central
bank of the PRC
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“PRC Law”

“PRC Legal Advisors”

“Pre-IPO Investments”

“Pre-IPO Investors”

“Pre-IPO Share Scheme”

“Post-IPO Share Scheme”

“Price Determination Date”

“Principal Share Registrar and
Transfer Office”

“prospectus”

“Regulation S”

“Reorganization”

the laws and regulations of the PRC, without reference to
the laws and regulations of Hong Kong, the Macau
Special Administrative Region and the relevant
regulations of Taiwan region

Han Kun Law Offices, our legal advisors as to PRC Law

the pre-IPO investments by Shipston, New Healthcare
PPE and New Power PPE

collectively, Shipston, New Healthcare PPE and New
Power PPE

the share scheme adopted by our Company pursuant to
the written resolutions passed by the Board on July 20,
2023, the principal terms of which are set out in
“Statutory and General Information — D. Share Incentive
Schemes — 1. Pre-IPO Share Scheme” in Appendix IV

the share scheme adopted by our Company pursuant to
the written resolutions passed by our Shareholders on
August 21, 2023, the principal terms of which are set out
in “Statutory and General Information — D. Share
Incentive Schemes — 2. Post-IPO Share Scheme” in
Appendix IV

the date, expected to be on or about Wednesday, October
4, 2023, on which the Offer Price will be determined and,
in any event, not later than Friday, October 6, 2023
Maples Fund Services (Cayman) Limited

this prospectus being issued in connection with the Hong
Kong Public Offering

Regulation S under the U.S. Securities Act

the reorganization of our Group in preparation
for the Listing, details of which are set out
in “History, Reorganization and Corporate Structure —
Reorganization”
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“Reporting Accountant”

“RMB” or “Renminbi”

“SAFE”

“SAMR”

“SAT”

“SFC”

“SFO”

“Shandong Luyuan”

“Shareholder(s)”

“Shares”

“Shipston”

“Sole Global Coordinator”

“Sole Overall Coordinator” or

“Sponsor-Overall Coordinator”

“Sole Sponsor”

PricewaterhouseCoopers, the reporting accountant of our
Company

Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC ('
2 N RSN B B 2 A1 e B R )

State Administration of Market Regulation of the PRC
(N R I 2 5 7 3 B PR R

State Administration of Taxation of the PRC (1% A\ 3t
Gl KRR

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented or
otherwise modified from time to time

Luyuan Electric Vehicle (Shandong) Co., Ltd. (% i & H)
H(ILH)AEFR/AT]), a company established in the PRC
with limited liability on August 25, 2008, a wholly-
owned subsidiary of our Company

holder(s) of Shares

ordinary share(s) in the capital of our Company with a
par value of US$0.0001 each

Shipston Electric Vehicle Limited, a limited company
incorporated in the Turks and Caicos Islands on February
23, 2011 and a Pre-IPO investor

China Securities (International) Corporate Finance
Company Limited
China Securities (International) Corporate Finance
Company Limited
China Securities (International) Corporate Finance

Company Limited
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“Special Internal Control
Consultant”

“Stock Exchange” or
“Hong Kong Stock Exchange”

“SZSE”

“Takeovers Code”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“US$” or “USD”

“U.S. Securities Act”

“VAT”

“Zhejiang Hongzi”

“Zhejiang Luyuan”

Protiviti Shanghai Co., Ltd. (F#i#&#0(_L8) A FRA )

The Stock Exchange of Hong Kong Limited

Shenzhen Stock Exchange

the Codes on Takeovers and Mergers and Share Buy-
backs issued by the SFC, as amended or supplemented or
otherwise modified from time to time

the years ended December 31, 2020, 2021 and 2022 and
the four months ended April 30, 2023

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

United State dollars, the lawful currency for the time
being of the United States

the United States Securities Act of 1933, as amended and
supplemented or otherwise modified from time to time,
and the rules and regulations promulgated thereunder

value-added tax

Zhejiang Hongzi Information Technology Co., Ltd. (#7{L.
AL FfE BB AR T, a company established in the
PRC with limited liability on April 29, 2015 and was
deregistered on June 23, 2022

Zhejiang Luyuan Electric Vehicle Co., Ltd. (#77L4kVR
FHEAFR/AF]), a company established in the PRC with
limited liability on May 12, 2003, a wholly-owned
subsidiary of our Company
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“Zhejiang Luyuan Information Zhejiang Luyuan Information Technology Co., Ltd. (#7iL
Technology” #IRE SR AR/ A, a company established in the

PRC with limited liability on May 28, 2015, a wholly-
owned subsidiary of our Company

“Zhejiang Luyuan International Zhejiang Luyuan International Trade Co., Ltd. (W7LAkIR
Trade” B 5 5 A PR 7)), a wholly-foreign owned enterprise
established in the PRC on March 22, 2022 and a

wholly-owned subsidiary of our Company

“Zhejiang Power” Zhejiang Luyuan Power Supply Co., Ltd. (#77LAkTEE) /)
HEIRA PR/ HE]), a company established in the PRC with
limited liability on July 4, 2008 and was a subsidiary of
our Company prior to its deregistration on January 6,
2011

“% per cent.

In this prospectus, the terms “associate”, “close associate”, “connected person”, “connected
transaction”, “core connected person”, “subsidiary” and “substantial shareholder” shall
have the meanings given to such terms in the Listing Rules, unless the context otherwise

requires.

If there is any inconsistency between the Chinese names of the entities or enterprises
established in the PRC mentioned in this prospectus and their English translations, the Chinese
names shall prevail. The English translations of the Chinese names of such PRC entities or

enterprises are provided for identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

usages of these terms.

This glossary contains terms used in this document in connection with us. As such,
these terms and their meanings may not correspond to standard industry meanings or

“APS system”

“ASEAN”

“BI system”

“Bluetooth”

“CAGR”

“CCC”

“Central and Southern China”

“D, E, F License”

“EABS”

“Eastern China”

“electric two-wheeled
vehicles(s)”

“EMC”

advanced planning and scheduling system

the Association of Southeast Asia Nations

business intelligence system

a radio technology that makes it possible for mobile
phones, computers and other electronic devices to be
linked over short distances, without needing to be

connected by wires

compound annual growth rate

China Compulsory Certificate, a statutory compulsory
safety certification system aimed at protecting the rights
and interests of consumers and safeguarding the safety of
consumers and their property

for the purpose of this prospectus, a geographic region of
the PRC that includes the provinces of Hainan, Henan,
Hubei, Hunan and Guangdong and the Guangxi Zhuang
Autonomous Region

driver’s licenses in mainland China which permit the
driving of ordinary three-wheeled motorcycles and
ordinary two-wheeled motorcycles and light motorcycles,
respectively

electronic antilock braking system

for the purpose of this prospectus, a geographic region of
the PRC that includes the municipality of Shanghai and
the provinces of Anhui, Fujian, Jiangsu, Jiangxi,

Shandong and Zhejiang

Electric motorcycle(s), electric moped(s) and electric
bicycle(s)

Electro Magnetic Compatibility
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GLOSSARY OF TECHNICAL TERMS

“ERP system” enterprise resource planning system

“ESG” environment, social and governance

“GFA” gross floor area

“TIoT” Internet of Things, which refers to a network of physical

objects that are embedded with sensors, software, and
other technologies used for connecting and exchanging

data with other devices and systems over the Internet

“ISO” International Organization for Standardization
“kg” kilogram

“km” kilometer

“km/h” kilometer per hour

“kW” kilowatt

“MES” manufacturing execution system

“NEV” New Energy Vehicle

’

“New Tier 1 cities’ Chengdu, Chongqing, Xi’an, Wuhan, Suzhou, Nanjing,
Zhengzhou, Tianjin, Changsha, Dongguan, Ningbo,

Foshan, Hefei and Qingdao

“NFC” Near Field Communication

“Northern China” for the purpose of this prospectus, a geographic region of
the PRC that includes the municipalities of Beijing and
Tianjin, the provinces of Hebei and Shanxi, and the Inner

Mongolia Autonomous Region

“OA system” office automation system
“R&D” research and development
“RoW” rest of world

“S1” Space Identity
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GLOSSARY OF TECHNICAL TERMS

“SOC”

“Southwestern China”

113 2

sq.m.

“Tier 2 cities”

“V”

“W”

state of charge

for the purpose of this prospectus, a geographic region of
the PRC that includes the municipality of Chongqing, the
provinces of Guizhou, Sichuan and Yunnan, and the Tibet
Autonomous Region

square meter

a total of 30 relatively developed cities following New
Tier 1 cities including Wuxi, Xiamen, Fuzhou, Jinan,
Shenyang, Dalian, Kunming, Harbin, Changchun,
Quanzhou, Wenzhou, Shijiazhuang, and Guiyang

Volt

Watt
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to our
Company and our subsidiaries that are based on the beliefs of our management as well as
assumptions made by and information currently available to our management. When used in
this prospectus, the words “aim”, “anticipate”, “believe”, “could”, “expect”, “going forward”,
“intend”, “may”, “might”, “ought to”, “plan”, “potential”, “predict”, “project”, “seek”,
“should”, “will”, “would” and the negative of these words and other similar expressions, as
they relate to our Group or our management, are intended to identify forward-looking
statements. Such statements reflect the current views of our management with respect to future
events, operations, liquidity and capital resources, some of which may not materialize or may
change. These statements are subject to certain risks, uncertainties and assumptions, including
the other risk factors as described in this prospectus. You are strongly cautioned that reliance
on any forward-looking statements involves known and unknown risks and uncertainties. The
risks and uncertainties facing our company which could affect the accuracy of forward-looking
statements include, but are not limited to, the following:

. our operations and business prospects;

. future developments, trends and conditions in the industry and markets in which we

operate;
. our business strategies and plans to achieve these strategies;
. general economic, political and business conditions in the markets in which we operate;

. changes to the regulatory environment and general outlook in the industry and markets in
which we operate;

. the effects of the global financial markets and economic crisis;

. our ability to control or reduce costs;

. our dividend policy;

o the amount and nature of, and potential for, future development of our business;

. capital market developments;

. the actions and developments of our competitors;

. certain statements in the sections headed “Business” and “Financial Information” in this
prospectus with respect to trends in prices, operations, margins, overall market trends,

and risk management; and

. change or volatility in interest rates, foreign exchange rates, equity prices, volumes,
operations, margins, risk management and overall market trends.
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FORWARD-LOOKING STATEMENTS

Subject to the requirements of applicable laws, rules and regulations, we do not have any and
undertake no obligation to update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or otherwise. As a result of
these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect or at all.
Accordingly, you should not place undue reliance on any forward-looking information.

In this prospectus, statements of or references to our intentions or those of our Directors are
made as of the date of this prospectus. Any such information may change in light of future

developments.

All forward-looking statements contained in this prospectus are qualified by reference to the

cautionary statements set out in this section.
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RISK FACTORS

An investment in the Shares involves various risks. You should consider carefully all
the information set out in this prospectus and, in particular, the risks described below
before making an investment in the Shares. The occurrence of any of the following
events could materially and adversely affect our business, financial position, results of
operations or prospects. If any of these events occurs, the trading price of the Shares
could decline and you may lose all or part of your investment. You should seek
professional advice from your relevant advisors regarding your prospective investment
in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Any quality issues related to our products or the electric two-wheeled vehicle industry
could result in a loss of customers and sales and, if related to our products, may subject
us to administrative penalties and product liability claims.

The success of our business depends on our ability to consistently deliver products with high
quality and reliability. Maintaining consistent product quality depends significantly on the
effectiveness of our quality control systems, which in turn depends on a number of factors,
including the design of our quality control systems and our ability to ensure that our employees
and other third parties involved in our operations adhere to those quality control policies and
guidelines. We cannot assure you that our quality control systems will prove to be effective at
all times, or that we can identify any defects in our quality control systems in a timely manner.
In 2020 and 2021, some of our products have been subject to administrative penalties for
product non-conformities. For further details, see “Business — Legal Proceedings and
Compliance — Compliance — Non-compliance with PRC Law.” If the quality of any of our
products deteriorates for any reason, or if the consumers do not perceive our products to be
effective, reliable or safe as they claim to be, we may be faced with returns or cancellations
of orders and customer complaints and/or administrative penalties.

Additionally, if any defect of our products or electric two-wheeled vehicles in general results
in property damage or personal injury, we may suffer from product liability claims or product
recalls, resulting in financial and reputational damages. These legal claims may be costly for
us to defend even if we prevail in the end. Although we have purchased product liability

113

insurance, coverage may be insufficient. See “— We have limited insurance to cover our
potential losses and claims” for details. Furthermore, if there is a pattern of quality issues in
the electric two-wheeled vehicle industry in general, consumers’ perception of, and willingness
to purchase, our products may also be negatively affected, regardless of whether such quality
issues relate to us. Any quality issues related to our products or the electric two-wheeled
vehicle industry, actual or perceived, may have a material and adverse effect on our business,

financial condition, results of operations and prospects.
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Our business depends significantly on market recognition of our “Luyuan” (#J8) brand,
and any damage to our brand, trademarks or reputation, or failure to effectively promote
our brand, could materially and adversely impact our business and results of operations.

Brand image is a key factor in consumer purchase decisions. According to Frost & Sullivan,
many consumers can hardly feel the product difference such as performance parameters of
electric two-wheeled vehicles among different brands, especially in friendly and steady road
conditions. Therefore, brand recognition becomes the critical decision factor for consumers,
especially new consumers, to choose electric two-wheeled vehicle. Brands build reputation
usually based on years of high-quality product and service offerings, which brings market
visibility and good word-of-mouth effect and translates into repurchase of existing customers
and attraction to new customers with minimal selling and marketing spending. We believe our
success depends substantially on the popularity of our “Luyuan” brand that we use for
marketing and promotion, and our reputation for electric two-wheeled vehicles. Our Luyuan
brand was recognized as a well-known trademark of China (*FEIi4P54%E) and famous
trademark of Zhejiang Province (#VL& 3 £ Bif%). Therefore, maintaining and enhancing the
recognition and image of our brand are critical to our ability to differentiate our products and
to compete effectively. Our brand and reputation may be harmed by product defects, ineffective
customer services, product liability claims, consumer complaints, intellectual property
infringement or negative publicity or media reports. In 2020 and 2021, some of our products
have been subject to administrative penalties for product non-conformities. For further details,
see “Business — Legal Proceedings and Compliance — Compliance — Non-compliance with PRC
Law.” Any complaint, claim, administrative penalty or negative publicity against us or our
products, even if meritless or immaterial to our operations, could damage our brand and
reputation and may divert our management’s attention and other resources from day-to-day
business operation, which may adversely affect our business, results of operations and financial
condition.

Furthermore, as we continue to grow in size, expand our product offerings, extend the
geographic reach of our distribution network, maintaining product quality and consistency may
be more difficult and we cannot assure you that we can maintain the end users’ confidence in
our brand name. If end users perceive or experience a reduction in the quality of our products,
or consider in any way that we fail to deliver consistently high quality products, our brand
value could suffer, which could have a material and adverse effect on our business.

We have registered the Chinese and English characters as well as the logos of our “Luyuan”
trademark in China. However, we may from time to time be involved in lawsuits brought
against us by third parties for trademark infringement. We may have to incur significant
expenses and divert substantial management time and resources to respond to those cases. Such
legal proceedings may materially and adversely affect our brand image and damage our brand
value, regardless of their merits. We consider our trademarks and brand name to be material
to our business. If we are unable to adequately protect these intellectual property rights, we
may lose these rights, our brand image may be harmed, and our competitive position and

business may suffer.
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Moreover, under our agreements with our distributors, we authorized them to display our brand
name or trademarks at their retail outlets or when marketing our products. Despite the scope
of authorization as detailed in the agreements, there is no assurance that our distributors will
not infringe our trademarks or any other intellectual property rights. Any unauthorized use of
our intellectual property rights will materially and adversely harm our reputation and brand
image, thereby causing a decline in our financial performance, reduction in our market share
as well as an increase in the amount of resources we need to devote to detection and
prosecution of unauthorized use of our trademarks or imitation of our products. See “— We may
not be able to adequately protect our intellectual property, which could harm the value of our

brand and adversely affect our business” below.

Any negative publicity involving us, our products, our Company, Directors, our
management team, employees, spokespersons, our competitors, or our industry regardless
of its veracity, could adversely affect our business.

We are in an industry that is closely related to road safety and is particularly sensitive to
concerns over safety or product quality issues. Any negative publicity regarding our industry,
regardless of its veracity and whether it targets us in particular or not, could materially harm
our business and results of operations. Negative publicity regarding the safety, price-level or
quality of our products and negative publicity about any regulatory or legal action against us,
even if unfounded or immaterial to our operations, may damage our reputation and brand
image, undermine our end users’ confidence in us and reduce long-term demand for our
products. In the past, there have been such negative publicity regarding us and our industry in
general, and there can be no assurance that we will not experience the same in the future. When
faced with such negative publicity, we cannot assure you that we can promptly take effective
clarification or rectification measures, and any clarification or rectification measures may
divert our management’s attention and other resources from day-to-day business operation. As
a result, our business, financial condition, results of operations, reputation and prospects may
be adversely and negatively affected.

We may not be able to launch and diversify new products to adapt to changing consumer
demand, preferences and spending patterns in a timely manner.

We have consistently devoted our efforts to developing new product series and models in order
to not only adapt to evolving consumer needs and preferences, but also influence market trends.
In light of the highly competitive environment, our future growth depends on our ability to
continue to introduce products that are welcomed by the market.

Consumers’ willingness to purchase our products may fluctuate as a result of changes in
economic conditions, disposable income, technology, lifestyle and publicity of our products or
products of our competitors. Additionally, the electric two-wheeled vehicle industry in
mainland China is highly competitive and consumers may be tempted to shift their choices and
preferences when new products are introduced by various marketing and pricing campaigns of
different brands. Any of these factors or our failure to anticipate, identify or adapt to these
changes in a timely manner could result in reduced demand for our products. We may not be
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able to successfully adapt our business strategy, brand image and product portfolio to changes
in market trends or shifts in consumer preferences and spending patterns, which may in turn
materially and adversely affect our business, financial condition, results of operations and
prospects.

Our efforts in developing and investing in technology may not generate expected
outcomes.

We have been devoted to continuously developing electric two-wheeled vehicle related
technologies to be used in our products. However, we cannot assure you that our future efforts
in developing electric two-wheeled vehicle related technologies will be successful, in which
case, our products may lose their competitive advantage. In addition, we also cannot assure you
that the electric two-wheeled vehicle related technologies we developed will be well received
by the consumers, in which case our business, financial condition, results of operations and
prospects could be materially and adversely affected.

In addition, we rely on technology in many aspects of our operations. For example, we use our
ERP system to retrieve and analyze our operational data to support decision-making and
increase productivity and profitability and use our MES system to support our production
processes. See “Business — Information Technology Systems” for details. We also use welding
robots and other advanced production equipment in our production facilities. We cannot assure
you that our investment on technologies could produce the expected outcomes, in which case
our business, financial condition, results of operations and prospects could be materially and

adversely affected.

We may not be successful in implementing our future business plans and strategies, and
if we are unable to execute them effectively and efficiently, our business, financial
conditions, results of operations and prospects may be materially and adversely affected.

We strive to achieve sustainable growth and further strengthen our competitiveness in the
electric two-wheeled vehicle industry by implementing our business strategies. See “Business
— Strategies” for details. Nonetheless, our business plans and strategies are based on
assumptions of future events which may entail certain risks and are inherently subject to
uncertainties. These assumptions may not be correct, which could affect the commercial
viability of our business plans and strategies. As such, there can be no assurance that our
business plans and strategies will be implemented successfully as scheduled or at all.

If we fail to implement our business plans and strategies effectively and efficiently, we may be
unable to expand our operations, manage our growth, take advantage of market opportunities
or remain competitive in the industry. Furthermore, even if we implement our business plans
and strategies effectively and efficiently, there may be other unexpected events or factors that
prevent us from achieving the desirable and profitable results. Our business, financial
conditions, results of operations and prospects may be materially and adversely affected if our
future business plans and strategies fail to achieve positive results.
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For example, in response to the increasing demands, we plan to seek expansions of our
production capacities, and we may undertake further expansion plans based on our future
business needs. See “Business — Production — Production Expansion Plan” for further details.
However, the success of our future expansion plans depends on a number of factors that are
beyond our control, such as the construction progress of the third-party constructors, changes
in local laws and regulations and government policies, the availability of low-cost skilled labor
and changes in consumer demands. In addition, the integration of new facilities into our
existing operation may be subject to unforeseeable delays, which may, among other things,
increase our operation costs, strain our production capacity, cause delays in delivery of
customer orders and decrease our production efficiency. Accordingly, we may not be able to
achieve the expected expansion of our operations or manage our growth in a timely or
cost-effective manner.

We operate in a competitive industry and if we are unable to compete effectively, our
business, financial condition, results of operations and prospects would be materially and
adversely affected.

According to Frost & Sullivan, the electric two-wheeled vehicle industry is highly competitive
and concentrated. As of December 31, 2022, there were around 100 electric two-wheeled
vehicle manufacturers in mainland China and the top nine manufacturers accounted for
approximately 80.8% of the market share. According to Frost & Sullivan, we ranked fifth in
mainland China in terms of total revenue in 2022, accounting for 4.2% of the market share. We
compete on the basis of price, product innovation, product quality, brand awareness and
loyalty, sales and distribution network, effectiveness of marketing, promotional activity and
our ability to tailor our products to consumer preferences and market trends. Some competitors
may have greater financial and research and development resources, wider distribution
networks, and deeper industry insights than we have. We cannot assure you that our current or
potential competitors will not provide products comparable or superior to those we provide or
adapt more quickly than we do to the evolving industry trends or changing market
requirements. In order to compete effectively, we may need to increase our marketing expenses
from time to time, which may materially and adversely affect our financial condition and
results of operations. If we fail to compete effectively or cost-efficiently against our
competitors in the future, our business, financial condition, results of operations and prospects
may be materially and adversely affected.

We rely on third-party distributors to place our products into the market and we may not
be able to control our distributors and their sub-distributors. Actions taken by our
distributors in violation of the distribution agreements or taken by the distributors with
whom we had not entered into distribution agreements could materially and adversely
affect our business, prospects and reputation.

We rely on third-party distributors to sell our products. As of April 30, 2023, our distribution
and sales network in mainland China consisted of 1,314 offline distributors in mainland China.
Purchases by distributors accounted for the substantial majority of our sales. In 2020, 2021 and
2022 and the four months ended April 30, 2022 and 2023, revenue generated from offline
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channels accounted for 70.7%, 82.4%, 89.8%, 92.3% and 89.3% of our revenue, respectively.
As we mainly sell and distribute our products through distributors, any one of the following
events could cause fluctuations or declines in our revenue and could have an adverse effect on
our financial condition and results of operations:

. reduction, delay or cancelation of orders from one or more of our distributors;

. selection or increased sales by our distributors of our competitors’ products;
. failure to renew distribution agreements and maintain relationships with our existing
distributors;

. failure to establish relationships with new distributors on favorable terms; and

. inability to timely identify and appoint additional or replacement distributors upon the
loss of one or more of our distributors.

We may not be able to compete successfully against larger and better-funded sales and
marketing campaigns of some of our current or future competitors, especially if these
competitors provide their distributors with more favorable arrangements. We cannot assure you
that we will not lose any of our distributors to our competitors, which could cause us to lose
some or all of our favorable arrangements with such distributors and may result in the
termination of our relationships with other distributors. In addition, we may not be able to
successfully manage our distribution network and the cost of any consolidation or further
expansion of our distribution and sales network may exceed the revenue generated from these
efforts. If the sales volumes of our products to consumers are not maintained at a satisfactory
level or if distributor orders fail to track consumers demand, our distributors may not place
orders for new products from us, or decrease the quantity of their usual orders. The occurrence
of any of these factors could result in a significant decrease in the sales volume of our products
and therefore adversely affect our financial condition and results of operations.

Furthermore, we rely on the distribution agreements, policies and measures we have in place
to manage our distributors. See “Business — Sales and Distribution — Offline Channels —
Distribution Agreements with Offline Distributors” and “Business — Sales and Distribution
— Offline Channels — Management of Offline Distributors” for details. There can be no
assurance that we will be successful in managing our distributors, or that our distributors would
not breach our agreements and policies. Any violation or alleged violation by our distributors
of the distribution agreements, our policies or any applicable laws and regulations could result
in, among other things, a decrease in the market value of our brand and an unfavorable public
perception about the quality of our products, resulting in a material adverse effect on our
business, financial condition, results of operations and prospects. We started to require all
distributors to enter into standard distribution agreements with us since November 2021. While
we have entered into distribution agreements with all of our distributors in mainland China as
of December 31, 2022, historically we did not enter into written distribution agreements or
other relevant agreements with every distributor we cooperated with. As a result, their legal
obligation to us and our legal recourse against them are limited.
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In line with industry practice, most of our distributors further sold our products to their
sub-distributors. In general, we do not enter into contracts with such sub-distributors, thus
having no control over sales activities of such sub-distributors. See “Business — Sales and
Distribution — Offline Channels — Sub-distributors.” We cannot assure you that the sub-
distributors will at all times comply with our sales policies or that they will not compete with
each other for market share in respect of our products. If any of the sub-distributors fail to
distribute our products to their customers in a timely manner, overstock, or carry out actions
which are inconsistent with our business strategy, it may affect our future sales. This may in
turn materially and adversely affect our business, financial condition, results of operations and
prospects.

Changes in supply, quality and costs of raw materials, energy, transportation and other
necessary supplies or services may impact our business, financial condition and results of
operations.

Our key raw materials, parts and components for our operations primarily include batteries,
including lead-acid batteries and lithium-ion batteries, motors, frames and iron spare parts,
plastic parts, shock absorbers and tires. Raw materials and consumables used represents a
substantial portion of our total cost of sales. In 2020, 2021 and 2022 and the four months ended
April 30, 2022 and 2023, raw materials and consumables used attributable to our cost of sales
represented 91.8%, 91.6%, 92.0%, 91.6% and 92.0%, respectively of our total cost of sales. We
are subject to fluctuation in the prices of raw materials, parts, components and packaging
materials, as well as energy, transportation and other necessary supplies or services, due to
factors beyond our control, such as inflation, fluctuations in currency exchange rates, changes
in weather or changes in the supply and demand for such related raw materials. For example,
the price of battery grade Li,CO5, which is the key raw material of producing lithium-ion
batteries increased significantly in recent years primarily due to the shortage of lithium supply
and booming demand of lithium from both NEV and power storage sectors. We may not be able
to offset price increases by raising the prices of our products, in which case our profit margin
will decrease, and our financial condition and results of operations may be materially and
adversely affected. For details on the fluctuation impact of costs of raw materials and
consumables used on our profit before income tax, see “Financial Information — Description of
Key Components of Our Results of Operations — Cost of Sales.” Additionally, we may lose our
competitive advantage if the prices of our products rise significantly. This in turn could result
in loss of sales and customers. In both cases, our business, financial condition and results of
operations may be materially and adversely affected.

Unexpected disruptions or delays in raw material supplies or disputes with our suppliers
may cause disruptions and delays in our production, subject us to additional costs.

We currently operate three production facilities located in Zhejiang, Shandong and Guangxi.
Natural or man-made disasters, such as adverse weather, fires, technical or mechanical
difficulties, storms, explosions, earthquakes, strikes, acts of terrorism, wars and outbreaks of
epidemics, or other unexpected interruptions, including prolonged power or water suspension,
may cause significant damage or delay to our production facility or that of suppliers we engage,
which could be costly and time-consuming to reinstate and could cause significant disruptions
to our operations. We may incur additional costs and may experience a disruption in the supply
of products until the affected production facilities become available and operational.
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Additionally, we rely on the timely supply of various raw material in order to carry out our
production as scheduled. Any delays or disruptions in raw material supplies from our suppliers,
may have a material and adverse impact on our ability to deliver an adequate number of
products to the market, causing us to lose business opportunities. Moreover, we may encounter
disputes with our suppliers from time to time, including but not limited to the disagreement on
quality, quantity or other matters. Such disputes, if cannot be solved in a sound and timely
manner, may cause a delay in the supply of the relevant raw materials, or, in severe situation,
a termination of the relevant agreement. Any of the above-mentioned natural or man-made
disasters or other unanticipated events could also disrupt the operations of our suppliers, or
delay the relevant transportation, which in turn, may further impede our ability to manufacture
and deliver our products in a timely manner. For instance, we experienced temporary shortage
of certain raw materials during the COVID-19 outbreak. Any major production disruptions in
the future could have an adverse impact on our ability to produce sufficient quantities of
products. For another instance, regional or global trade wars will further cast uncertainties on
the availability and the prices of the raw materials originated from overseas. In such cases, our
business, financial condition, results of operations and prospects could be materially and
adversely affected.

Failure to successfully execute our capacity expansion and equipment upgrade plans may
have a material adverse effect on our business, financial conditions and results of
operations.

Our future success will depend, to a large extent, on our ability to increase our production
output and enhance our production efficiency. During the Track Record Period, we have
established additional manufacturing facilities and have continued to upgrade our current
manufacturing equipment and install additional manufacturing equipment to expand our
production capacity and enhance our production efficiency. See the section headed “Business
— Production — Production Expansion Plan” for details. We also intend to continue to increase
our production capacity and enhance production efficiency through establishing new
production facilities and production lines at our existing facilities. See “Future Plans and Use
of Proceeds” for details. If we fail to achieve these objectives, we may not be able to attain the
desired level of economies of scale in our operations or reduce our marginal manufacturing
costs to the level necessary to maintain our pricing and other competitive advantages and

achieve our business expansion plan.

Our capacity expansion and equipment upgrade have required and will continue to require
substantial capital investment, significant engineering efforts, timely delivery of
manufacturing equipment and dedicated management attention, and are subject to the
following risks and uncertainties:

. negative effect on the working capital available to us;

. the need to finance our equipment upgrade and capacity expansion through bank or other
borrowings, which may not be available on commercially reasonable terms or at all;
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. increase in depreciation charges associated with our new equipment and interest expenses
associated with our future borrowings for planned upgrade or expansion;

. cost overruns, construction delays, manufacturing equipment problems, including delays
in equipment delivery or delivery of equipment that does not meet our specifications, and
other operating difficulties;

. failure to improve our operational and financial systems and risk monitoring and
management system in line with our upgrade or expansion;

. decrease in the prices of our products, which fail to cover our increased production costs;

. failure to maintain or establish relationships with our existing or prospective customers
and suppliers to match our increased production output;

. the failure of our new equipment to perform as expected and lower our manufacturing
cost;

. insufficient management resources to properly oversee and manage our planned capacity
expansion; and

. delay in or denial of government approvals, permits or documents of similar nature
necessary and required for our expansion.

Any of the abovementioned or similar risks or uncertainties could significantly delay or
constrain our ability to execute our equipment upgrade and capacity expansion as planned,
which may in turn hinder our ability to achieve economies of scale and satisfactory utilization
rates. As a result, our business, financial conditions and results of operations may be materially
and adversely affected.

Our marketing activities may not be effective in attracting consumers.

We market our brands and products through various channels and methods such as (i) online
marketing, including marketing events hosted on social media platforms; (ii) offline marketing,
primarily through retail outlets of distributors; (iii) special events, including our sponsorship
of variety shows; and (iv) commercial advertisements. These marketing activities may result
in significant marketing expenses. In 2020, 2021 and 2022 and the four months ended April 30,
2022 and 2023, our selling and marketing costs were RMB121.4 million, RMB192.4 million,
RMB259.6 million, RMB53.2 million and RMB98.8 million, respectively. We cannot assure
you that our marketing activities will enable us to successfully promote our brand and products
or achieve our sales targets. The effectiveness of sales and marketing activities is relatively
hard to predict and evaluate. Their effects may be delayed, resulting in a slower revenue growth
which may not fully reflect the sales and marketing activities. If the results of our marketing
activities fail to meet our expectation, or if we fail to conduct the marketing activities as
planned, our business, financial condition, results of operations and prospects may be
materially and adversely affected.
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We may be unsuccessful at maintaining or expanding our international sales and our
international sales may subject us to risks that may have a material adverse impact on our
business.

Expanding our international sales is a part of our long-term business strategy. We currently sell
our products to numerous countries and regions, including European Union and Southeast Asia.
Going forward, we plan to further expand our international sales. However, international sales
are subject to various risks, including those relating to the COVID-19 pandemic, political and
economic instability, local labor market conditions, the imposition of foreign tariffs and other
trade barriers, fluctuations in foreign exchange rates and foreign exchange limitations or
difficulties, the impact of foreign government regulations, the effects of income and
withholding taxes, governmental expropriation and differences in business practices. Our
efforts to expand our international sales may not be successful. Our products may fail to meet
the relevant regulatory requirements for our products in international markets. Furthermore, we
may be subject to product liability claims in international markets, which could cause us to
incur substantial litigation costs. We may incur increased costs or experience delays or
disruptions in product deliveries and payments in connection with international sales that could
cause loss of revenues and earnings. Unfavorable changes in the political, regulatory and
business climates could have a material and adverse effect on our business, financial condition,
results of operations and prospects.

Our success depends on our ability to retain our core management team and other key
personnel.

Our current business performance and continued success substantially depends on the
continued service and performance of our senior management members, including our
founders, all Executive Directors and other key personnel with industry experience, know-how
or experience in areas such as research and development, manufacturing, sales, marketing,
financial management, human resources and risk management. If any member of our senior
management is unable or ceases to serve in his or her present position, we may not be able to
find replacement in a timely basis due to local conditions. As a result, our business may be
disrupted, our management quality may deteriorate and our results of operations may be
materially and adversely affected. In addition, if any member of our senior management team
joins a competitor or forms a competing business, we may lose trade secrets and business
know-how as a result. Competition for experienced management in our industry is intense, and
the pool of qualified candidates is limited. We may not be able to retain the services of our
senior management or attract and retain additional high quality senior executives in the future.

The costs of the Pre-IPO Share Scheme will adversely affect our results of operations and
any exercise of the option granted may result in a dilution of our Shareholders’
shareholdings.

For the purpose of encouraging eligible employees of our Group to contribute to the long-term
growth of the Company, aligning their interests with those of the Company and providing the
Company a flexible mean to compensate and incentivize relevant employees, we adopted the
Pre-IPO Share Scheme. As of the Latest Practicable Date, a total of 108 Pre-IPO Eligible
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Participants have been granted options under the Pre-IPO Share Scheme which corresponded
to 16,736,000 underlying Shares in aggregate, representing 3.92% of the total issued Shares
immediately after the completion of the Global Offering and the Capitalization Issue (assuming
no Shares are issued pursuant to the Post-IPO Share Scheme). See “Statutory and General
Information — D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in Appendix IV for
details.

As we believe the granting of share-based awards is of significant importance to our ability to
attract and retain key personnel and employees, we may adopt new share-based awards
schemes in the future and may result in significant share-based compensation expense to us,
which may have an adverse effect on our results of operation. The issue of Shares or any
exercise any exercise of options in the future would result in a reduction in the percentage
ownership of the Shareholders in our Company and may result in a dilution in the earning per
Share and net asset value per Share, as a result of the increase in the number of Shares
outstanding after such issuance or exercise.

Failure to maintain optimal inventory levels could increase our inventory holding costs or
cause us to lose sales.

Maintaining optimal inventory levels is critical to our financial health. As of December 31,
2020, 2021 and 2022 and the four months ended April 30, 2023, the balance of our inventory
amounted to RMB208.5 million, RMB388.1 million, RMB 445.7 million and RMB419.5
million, respectively, and accounted for approximately 21.5%, 22.8%, 21.2% and 17.4%,
respectively, of our total current assets for the same periods. In 2020, 2021 and 2022 and the
four months ended April 30, 2023, our inventory turnover days were 30.0 days, 35.9 days, 36.0
days and 35.5 days, respectively. We are exposed to inventory risks as a result of a variety of
factors beyond our control, including changing consumption trends and preferences and
launches of competing products. Moreover, for stocking purposes, we generally forecast
demand for the products we sell ahead of the actual time of sale. We cannot assure you that we
can accurately predict these trends and events and maintain adequate levels of inventory at all
times. An unexpected decrease in the market demand for the products we sell could lead to
excessive or obsolescent inventory, which in turn may materially and adversely affect our
financial condition and results of operations. On the other hand, inventory under-stock may
cause us to lose sales and our business, financial condition, results of operations and prospects
may also be materially and adversely affected.

If our logistics service providers fail to provide reliable and timely logistics services, our
business, financial condition and results of operations may be materially and adversely
affected.

We primarily rely on independent third-party logistics service providers to fulfill and deliver
our orders. Interruptions to or failures in these third parties’ logistics services could prevent the
timely or proper delivery of products to customers, which would harm the businesses we
operate. These interruptions or failures may be due to events that are beyond our control or the
control of any of these logistics service providers, such as inclement weather, natural disasters,
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accidents, transportation disruptions, or labor unrest or shortages. These logistics services
could also be affected or interrupted by business disputes, industry consolidation, insolvency
or government shut-downs. We may not be able to find alternative service providers to provide
logistics services in a timely and reliable manner, or at all.

We are subject to risks relating to the warehousing of the products we sell.

Before delivery of products to our third-party distributors or other customers and end
consumers, we temporarily store them in warehouses owned or leased by ourselves or our third
party logistics service providers. We maintain property-related insurance that covers financial
losses we may sustain as a result of accidents, including fires. However, if such accidents,
including fires, were to occur, causing damages to the products we sell or our warehouses, our
ability to supply products to our third-party distributors and other customers could be adversely
affected. The occurrence of any of these incidents could also require us to make significant
unanticipated capital expenditures and delay our delivery of products. Lost sales or increased
costs that we may incur due to such disruption of operations and delay in delivery may not be
recoverable under our existing insurance policies, and prolonged business disruptions could
result in a loss of end customers. If any one or more of the above risks were to materialize, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.

The global shortage in the supply of battery packs may disrupt our operations and
adversely affect our business, results of operations, and financial condition.

Some of our vehicles currently use lithium-ion batteries, which we purchase from third-party
suppliers. The prices for the batteries fluctuate, and their available supply may be unstable,
depending on market conditions and global demand for the batteries and the materials used in
the batteries, such as lithium, nickel, cobalt, and manganese. There is a looming shortage of
battery packs since mid-2020 as a result of an increase in global demand due to increased
production of electronic vehicles, rising demand for raw material of batteries, and the
disruption in the supply chain due to the COVID-19 pandemic. We cannot assure you that we
will be able to continue to obtain sufficient amount of battery packs at a reasonable cost. Our
business is dependent on the continued supply of battery packs used in our vehicles. Any
disruption in the supply of battery packs could disrupt production of our vehicles until such
time as we find an alternative supplier. There can be no assurance that we would be able to
successfully retain alternative suppliers on a timely basis, on acceptable terms or at all. If we
fail to find alternative suppliers in time, our production and deliveries could be materially
disrupted, which may materially and adversely affect our business, results of operations, and
financial condition.
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Our financial performance and results of operation are subject to seasonal fluctuations.

Our financial performance and results of operation are subject to seasonal fluctuations. There
are seasonal patterns for electric two-wheeled vehicle purchases in mainland China.
Historically, we have experienced higher sales in March of each year, primarily in connection
with distributors’ restocking demands after the Spring Festival holiday, and July, August and
September of each year which are months that straddle summer holidays and school opening
seasons when students and parents typically have strong transportation mobility needs. Sales
of our products can also fluctuate throughout the year for other reasons, including the timing
of new product launches and the timing of promotional campaigns. As a result of these seasonal
fluctuations, comparisons of revenue and our results of operations between different periods
within a single financial year are not necessarily meaningful, nor can these comparisons be
relied upon as indicators of our future performance. Should there be a significant reduction in
demand for our products in any particular period of any year, our business, financial condition
and results of operations may be adversely affected.

We have relatively thin profit margins during the Track Record Period

In 2020, 2021 and 2022 and the four months ended April 30, 2022 and 2023, our gross profit
margins of sales of products were 11.2%, 9.9%, 10.7%, 7.7% and 10.4%, respectively, and our
net profit margins were 1.7%, 1.7%, 2.5%, 1.4% and 2.5%, respectively. The sustainability of
our profit margin depends on many factors, including the product mix sold, the sales volume
of our different models at different price levels, selling prices of our products, maintaining and
attracting new distributors and our cost and expenses. We cannot guarantee that we will be able
to maintain or improve our profit margins. If we are unable to successfully offset increased
costs and expenses with an appropriate increase in our revenue and margins, our financial
condition and results of operations may be materially and adversely affected. See “Financial
Information — Description of Key Components of Our Results of Operations — Cost of Sales
” for a detailed illustration of the impact of hypothetical fluctuation in the cost of raw materials
and consumables used on our profitability. In addition, our pricing strategy and policy may not
be effective in maintaining our financial performance and any unfavorable changes of market
conditions may have a material adverse effect on our sales, operations, financial condition,
profitability and cash flows. See “Business — Product Pricing” for details of our pricing policy.
For details of our growth strategies, see “Financial Information — Description of Key

Components of Our Results of Operations — Profit for the Year/Period”.

Our distributors may accumulate excess or obsolete inventory and any excessive build-up
of inventory could affect the volume of future orders from our distributors.

We sell a significant amount of our products to distributors, who maintain their own inventories
of our products. Our distributors in turn distribute our products to end customers through their
own retail outlets or sub-distributors and their retail outlets. We may not be able to accurately
track the inventory level of our sales and distribution partners or to identify any excessive
inventory build-up at various levels of our sales and distribution network. Our distributors may
be unable to sell an adequate amount of their inventories of our products in a given period,
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which may result in a build-up of inventory at our distributors. In such an event, these
distributors likely would reduce future orders until their inventory levels realign with demand.
As such, any excessive build-up of inventory by our distributors could reduce the volume of
future orders that we receive from our distributors and thus may have a material adverse impact
on our sales to them and, accordingly, our business, financial condition, results of operations
and prospects.

We may not be successful in maintaining the growth and profitability of our business.

Our revenue increased from RMB2,378.3 million in 2020 to RMB4,783.0 million in 2022 and
our net profit increased from RMB40.3 million in 2020 to RMB118.0 million in 2022. In
addition, our revenue increased from RMB1,162.0 million for the four months ended April 30,
2022 to RMB1,651.4 million for the same period in 2023 and our net profit increased from
RMB16.4 million to RMB41.0 million for the same periods, respectively. See “Financial
Information — Summary of Results of Operations During the Track Record Period” for details.
However, we cannot assure you that we will be able to maintain our historical growth rates in
future periods. Our revenue and profit growth may slow down or our revenue and profit may
decline for a number of possible reasons, including decreasing consumer spending, increasing
competition from other domestic and international manufacturers of electric two-wheeled
vehicles, slower growth in mainland China’s electric two-wheeled vehicles industry, potential
decrease in needs for vehicle replacement after the New National Standards has been fully
implemented, supply chain and logistical bottlenecks, increase in the cost of raw materials and
other changes in general economic conditions. Since the implementation of the New National
Standards in April 2019, electric two-wheeled vehicles that do not meet the New National
Standards and were purchased before April 2019 are expected to be replaced in five years. We
cannot assure you that our business will keep growing at the same rate as that in the Track
Record Period or at all after the transition period passes. If our growth rate declines, investors’
perceptions of our business and prospects may be adversely affected and the market price of
our Shares could decline. In addition, our profitability depends on our ability to secure new
business opportunities and to control costs and operating expenses, which are subject to certain
factors that are beyond our control, such as changes in consumer demand and fluctuations in
the cost of raw materials. See “Financial Information — Significant Factors Affecting Our
Results of Operations” for details. If we fail to increase sales, or if our cost of sales and
operating expenses grow faster than our sales, our business, financial condition and results of

operations may be negatively affected.

Our net current liabilities and negative operating cash flow may expose us to certain
liquidity risks and could restrain our operational flexibility as well as affect our ability to
expand our business.

As of December 31, 2020, 2021 and 2022, we recorded net current liabilities of RMB81.4
million, RMB234.2 million and RMB17.2 million, respectively. See “Financial Information —
Working Capital” for details. In addition, we had negative net cash from operating activities
of RMB10.4 million in 2020.
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Net current liabilities and negative operating cash flow may expose us to certain liquidity risks
and could constrain our operational flexibility as well as adversely affect our ability to expand
our business. Our future liquidity will primarily depend on our ability to maintain adequate
cash inflows from our operating activities and adequate external financing, which will be
affected by our future operating performance, prevailing economic conditions, our financial
condition and other factors, many of which are beyond our control. If we do not have sufficient
working capital to meet future financial needs, we may need to resort to external funding. Our
inability to obtain additional external funding on a timely basis or on acceptable terms, or at
all, may also force us to abandon our development and expansion plans, and our business,

financial condition and results of operations may be materially and adversely affected.

We are exposed to credit risks related to our trade, notes and lease receivables, other
receivables and prepayments.

We enter into a wide variety of contractual arrangements with different counterparties in the
ordinary course of our business. On a case-by-case basis, we provide credit limits to certain
creditworthy distributors, distributors with whom we have long-term relationships or
distributors with a relatively larger scale. See “Business — Sales and Distribution — Offline
Channels — Credit Policies and Financial Assistance to Distributors” for details. As of
December 31, 2020, 2021 and 2022 and April 30, 2023, our trade, notes and lease receivables
were RMB137.9 million, RMB157.9 million, RMB294.8 million and RMB305.9 million,
respectively. Our senior management regularly reviews the recoverability of overdue balances
for trade and notes receivables and may provide for impairment when appropriate. As of
December 31, 2020, 2021 and 2022 and April 30, 2023, we recorded provision for impairment
of trade and notes receivables of RMB30.5 million, RMB22.2 million, RMB22.6 million and
RMB27.5 million, respectively. As there is limited financial or public information on many of
our counterparties, we cannot assure you that all of our counterparties are creditworthy and
reputable and will not default on us in the future, despite our efforts to conduct credit
assessments on them. As a result, we are exposed to risks that our counterparties may fail to
fulfil their obligations to us under our contracts.

In addition, the turnover days of our trade and notes receivables were 21.7 days, 15.8 days,
16.9 days and 21.2 days in 2020, 2021 and 2022 and the four months ended April 30, 2023,
respectively. As we plan to continue expanding the scale of our business, we cannot guarantee
that they will not continue to increase in the future, which will make it more challenging for
us to manage our working capital effectively, and our results of operations, financial condition
and liquidity may be materially and adversely affected.

Furthermore, our prepayments may involve significant uncertainties. During the Track Record
Period, we made prepayments primarily for construction and equipment and raw materials. As
of December 31, 2020, 2021 and 2022 and the four months ended April 30, 2023, the balance
of our other receivables and prepayments was RMB195.9 million, RMB408.6 million,
RMB248.7 million and RMB278.2 million, respectively. However, there is no guarantee that
the suppliers and service providers will perform their obligations in a timely manner. If our
suppliers fail to provide raw materials and services to us in a timely manner or at all, we may
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be exposed to prepayment default and impairment loss risk in relation to the prepayments,
which may in turn materially and adversely affect our business and financial position. We
cannot assure you that we will not incur any material impairment losses in relation to our other
receivables and prepayments in the future.

We may not be able to effectively manage any overlap or potential competition among our
offline distributors and across different sales channels.

During the Track Record Period, we sold our products through various channels including
offline distributors, our self-operated online stores and e-commerce platforms. We also sold our
products to corporate and institutional customers and overseas distributors. Our success
depends highly on our ability to maintain and expand these channels and distribution network.
Offline distributors may engage in cannibalization activities such as cross-region sales in
contravention of their contractual obligations. They may also fail to effectively manage their
sub-distributors and competition among which may result in cannibalization within our
distribution network. We cannot assure you that our measures to manage overlap or potential
competition among our sales channels will be effective. As a result, the expansion of our sales
network may not lead to proportionate expansion of our sales revenue. Furthermore, adverse
competition and cannibalization among our sales channels may have a negative impact on the
stability of our sales network, which may have a material and adverse effect on our

profitability, business, financial condition and results of operations.

We bear substantial costs to decorate distributor retail outlets which we may not be able
to recover from relevant distributors or may not achieve our expected results.

During the Track Record Period, in order to ensure consistency of the style and brand
presentation at distributor retail outlets, we bore decoration costs of the relevant retail outlets
and directly managed decoration and refurbishment. In exchange, the relevant distributors
entered into decoration support agreements with us generally with terms of three to five years,
under which they might commit, among other things, to meet our requirements on minimum
sales to end customers, maintain the appearance, layout and brand presentation at their retail
outlets by keeping our decorations in place and keep their retail outlets exclusive to our
products. For the years ended December 31, 2020, 2021 and 2022 and the four months ended
April 30, 2023, decoration costs we bore amounted to RMB55.4 million, RMB123.7 million,
RMB132.0 million and RMB46.4 million, involving approximately 730, 2,350, 3,440, 1,530
retail outlets, respectively.

There is no assurance that we will be able to recover such decoration costs from relevant
distributors, achieve our expected results of bearing decoration costs, or that our distributors
would not breach the decoration support agreements. Distributors may fail to meet their
minimum sales commitments, fail to maintain the appearance, layout, brand presentation or
product exclusivity at their retail outlets or close retail outlets prematurely. In such events, we
may be unable to recoup decoration costs we bore with sufficient compensation from
distributors and our brand image may be harmed. This may in turn materially and adversely
affect our business, financial condition, results of operations and prospects.
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We may not be able to adequately protect our intellectual property, which could harm the
value of our brand and adversely affect our business.

We rely heavily on a combination of patents, trademarks, domain name registrations and
confidentiality agreements to protect our intellectual property rights. We also possess a
significant number of trade secrets in relation to our electric two-wheeled vehicle technologies
and production processes, which we believe are material to our operations and which are not
covered by patents. We rely on various protective measures to safeguard such unpatented
proprietary information. See “Business — Intellectual Property” for details. However, we
cannot assure you that our protective measures will be sufficient to protect our trade secrets,
know-how or other proprietary information against any unauthorized use, misappropriation or
disclosure. We cannot guarantee that there will not be further infringements on our intellectual
property rights in future. We also cannot guarantee that we will be successful in enforcing
confidentiality provisions or undertaking legal proceedings in the event that there is any
unauthorized use of our intellectual property. If we fail to effectively protect our intellectual
property from inappropriate or unauthorized use by third parties in ways that adversely affect
our brand name, our reputation could suffer, which in turn could have a material and adverse
effect on our business, financial condition, results of operations and prospects.

Third parties may assert or claim that we have infringed their intellectual property rights.

Intellectual property rights, such as trademarks and patents, are important in the electric
two-wheeled vehicle industry as they protect brand images, product technologies and other
valuable rights. Our competitors or other third parties may have intellectual property rights and
interests which could potentially conflict with ours. If any trademark or patent infringement or
other intellectual property claims against us are successful, we may not have a legal right to
continue to develop, produce, use or sell products that are adjudicated to have infringed third
parties’ intellectual property rights. We may be legally required to expend significant resources
to redesign or redevelop our products so that they do not infringe third parties’ intellectual
property rights or we may be required to obtain relevant licenses to avoid further
infringements. For example, on September 19, 2023, we received a lawsuit filed by a patent
owner as the plaintiff, alleging that our Group and other co-defendants infringed a patent
regarding a type of rechargeable battery allegedly held by him. The plaintiff is seeking a total
of RMB100 million in monetary damages from our Group and other co-defendants. For further
details, see “Business — Legal Proceedings and Compliance — Legal Proceedings — Recent
Intellectual Property Infringement Claim”. Intellectual property litigation against us could
significantly disrupt our business, divert our management’s attention or consume much of our
financial resources. Additionally, we may be subject to infringement or misappropriation
claims by third parties in other aspects of our day-to-day operations, such as our usage of
images, fonts or music in our advertising and promotional activities, as well as computer
software. Any intellectual property disputes could have a material adverse effect on our
business, financial condition, results of operations and prospects.
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Some of our distributors have been subject to penalties for making unauthorized
alterations to our products, which could adversely affect our reputation, business,
financial condition, results of operations and prospects.

Administrative agencies in mainland China, including local branches of the SAMR, conduct
periodic inspections of products in the market, including electric two-wheeled vehicles. During
the Track Record Period and up to the Latest Practicable Date, we have noticed that a number
of our distributors and their sub-distributors were subject to administrative penalty decisions
(ATEUE &) due to sales of nonconforming vehicles without our prior approval or authorization.
For further details, see ‘“Business — Distributor Administrative Penalty Decisions -
Administrative Penalties Related to Alteration by Distributors.” We cannot assure you that such
administrative penalty decisions to our distributors and their sub-distributors will not have any
adverse effect on our Group’s reputation or operation. We may fail to prove, in administrative,
legal or other proceedings that alleged product non-conformity were due to unauthorized
alterations. Consumers of our products may not distinguish where legal liability lies or whether
we, our distributors or their sub-distributors conducted were responsible, and instead may
associate such negative publicity with poor product quality of our products. For example, since
the promulgation of the Bicycle Product Catalog Compilation Management Regulations, ( <Jt
ST R BATHLE i H 8k A HEFE) ) in June 2022, which regulated the compilation of
the Beijing Electric Bicycle Product Catalog ( {Jtxti&EH) BATHE § H #%) ), and up to the
Latest Practicable Date, there were four incidents where our product models were removed
from this catalog, prohibiting further sales of such product models in Beijing, due to
unauthorized alterations by certain distributors/sub-distributors, and we have already observed
negative publicity regarding our product quality due to such products models being removed
from the Beijing catalog. If these occur, we may be subject to administrative penalties or legal
liabilities, our brand and our reputation may be tarnished, and the demand for our products may
decline, and as a result, our business, operating results and growth prospects may be adversely
affected.

Moreover, there can be no assurance that our measures to address issues of unauthorized
alterations of our products will be effective or sufficient to prevent distributors or their
sub-distributors from modifying our products in the future. Any future failure to detect or
prevent such alterations by distributors or their sub-distributors may cause our products to be
removed from the electric two-wheeled vehicles catalogues of the relevant administrative
authorities and result in suspension or prohibition of sales of our products, which would have
a material adverse effect on our reputation, business, financial condition, results of operations
and prospects.
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Our performance depends on favorable labor relations with our employees, and any
deterioration in labor relations, shortage of labor or material increase in wages may have
an adverse effect on our results of operation.

Our success depends on our ability to hire, train, retain and motivate our employees. We
consider favorable labor relations as a significant factor that can affect our performance, and
any deterioration of our labor relations could cause labor disputes, which could result in
disruption of production and operations.

Since the reform and opening up, mainland China has experienced rapid economic growth,
which has resulted in significantly increased labor costs. Average labor wages are expected to
increase. In addition, we may need to increase our total compensations to attract and retain
experienced personnel required to achieve our business objectives. Any material increase in our
labor costs may have an adverse effect on our results of operations.

Our employees are subject to risks of serious injury or death caused by the use of
manufacturing equipment and machinery.

We use heavy machinery and equipment in our productions, which are potentially dangerous
and may cause industrial accidents and personal injury to our employees. Safety trainings we
provide to our employees may not be effective to prevent accidents. Any significant accidents
caused by the use of equipment or machinery could interrupt our production, damage our
corporate image and result in legal and regulatory liabilities. Although we have in place
work-related injury insurance and medical insurance, the insurance coverage may be
inadequate to offset losses arising from claims related to such accidents. In addition, potential
industrial accidents leading to significant property loss, personal injury or death may subject
us to claims and lawsuits, and we may be liable for medical expenses and other payments to
the employees and their families, as well as fines or penalties. As a result, our reputation,
brand, business, financial condition, results of operations and prospects may be materially and
adversely affected.

We may not be able to detect or prevent fraud, bribery, corruption, or other misconduct
committed by our employees, customers or other third parties. If our employees,
customers or other third parties engage in fraud, bribery, corruption or other misconduct,
we may be subject to liability and our reputation and business could be harmed.

We may be exposed to fraud, bribery, corruption, or other misconduct committed by our
employees, customers or other third parties, which could subject us to financial losses and
penalties from governmental authorities. For details of our anti-corruption and anti-bribery
policy, see “Business — Sales and Distribution — Anti-corruption and Anti-bribery.” Although
our internal control procedures are designed to monitor our operations and ensure overall
compliance, our internal control procedures may be unable to identify all non-compliances,
suspicious transactions, fraud, corruption or bribery in a timely manner. If such misconduct
occurs, we may be subject to claims, fines or suspension of our operations and may suffer from
negative publicity and reputation damages.
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We may become subject to product liability claims, which could harm our financial
condition and liquidity if we are not able to successfully defend or insure against such
claims.

We may become subject to product liability claims, which could harm our business, financial
condition, results of operations, and prospects. The electric two-wheeled vehicle industry
experiences significant product liability claims and we face inherent risk of exposure to claims
in the event our vehicles do not perform as expected or malfunction resulting in property
damage, personal injury, or death. A successful product liability claim against us could require
us to pay substantial monetary compensation. Moreover, a product liability claim could
generate substantial negative publicity about our vehicles and business and inhibit or prevent
commercialization of our future vehicles, which would materially and adversely affect our
brand, business, prospects, and results of operations. Any insurance coverage might not be
sufficient to cover all potential product liability claims. Any lawsuit seeking significant
monetary damages may materially and adversely affect our reputation, business, financial
condition, and results of operations.

We may be compelled to undertake product recalls or other actions, and our warranty
reserves may be insufficient to cover future warranty claims which could adversely affect
our brand image, financial condition, results of operations, and growth prospects.

We may be subject to product recalls in the event that our products are found to be defective
or non-conforming to applicable product standards. There can be no assurance that we will not
be subject to adverse publicity, damage to our brand, and costs for recalls of our vehicles in
the future.

We face an inherent business risk of exposure to warranty claims if our products actually or
allegedly fail to perform as expected. In 2020, 2021 and 2022 and the four months ended April
30, 2022 and 2023, our warranty expenses amounted to RMB3.3 million, RMBS5.1 million,
RMB6.6 million, RMB1.7 million and RMB2.2 million, respectively. There can be no
assurance that our quality control and testing measures will be sufficient to prevent against
product defects. There can also be no assurance that we will not incur significant costs to
replace or repair faulty products, make refunds for product returns or defend against such
claims.

We generally make provisions for product warranty by reference to the sales volume and the
corresponding costs for warranty services. We reevaluate the adequacy of our provisions for
product warranty on a regular basis. We cannot assure you that such reserves will be sufficient
to cover future claims. We could, in the future, become subject to significant and unexpected
warranty claims, resulting in significant expenses, which would in turn materially and
adversely affect our business, prospects, financial condition and results of operation. In
addition, if any of our products are or are alleged to be defective, we may be required to recall
such products. Although our suppliers are generally responsible for repairing or replacing
faulty electric two-wheeled vehicle parts that they supply to us, we cannot assure you that the
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future cost associated with providing product warranties and/or bearing the cost of repair or
replacement of our products or related damage to our brand image will not have a material
adverse effect on our financial condition and liquidity.

In the future, we may at various times, voluntarily or involuntarily, initiate a recall if any of
our vehicles, including any systems or parts sourced from our suppliers, prove to be defective
or non-compliant with applicable laws and regulations. Such recalls, whether voluntary or
involuntary, could involve significant expense and could adversely affect our brand image in
our target markets, as well as our business, financial condition, results of operations, and
growth prospects.

Our electric two-wheeled vehicles are subject to stipulated safety technical specifications
and the failure to satisfy such stipulated safety technical specifications would materially
and adversely affect our business and results of operations.

All vehicles sold must comply with various standards of the market where the vehicles are sold.
In mainland China, our electric two-wheeled vehicles must meet or exceed all stipulated safety
technical specifications in mainland China, for example, electric bicycles are required to
comply with the New National Standards and electric motorcycles and electric mopeds are
required to comply with the Safety Specification for Electric Motorcycles and Electric Mopeds
(GB24155-2020). According to the specifications, rigorous testing and the use of approved
materials and equipment are required. Additionally, electric two-wheeled vehicles must pass
various tests and undergo a certification process and be affixed with the China Compulsory
Certification before receiving delivery from the factory, being sold, or being used in any
commercial activity, and such certification is also subject to periodic renewal. The PRC
government carries out supervision and scheduled or unscheduled inspection of certified
electric two-wheeled vehicles on a regular basis as well.

If our certification fails to be renewed upon expiry, a certified electric two-wheeled vehicle has
a defect resulting in quality or safety accidents, or consistent failure of certified electric
two-wheeled vehicles to comply with certification requirements is discovered during follow-up
inspections, our certification may be suspended or even revoked. With effect from the date of
revocation or during suspension of the certification, any electric two-wheeled vehicle that fails
to satisfy the requirements for certification may be stopped from delivering, selling, exporting,
or using in any commercial activity. Therefore, failure by us to satisfy the abovementioned
safety technical specifications and compulsory certification would materially and adversely
affect our business and results of operations.

Certain models of our electric two-wheeled vehicles use lithium-ion batteries, which have
been observed to catch fire or vent smoke and flame.

For some of our products, we purchase lithium-ion batteries from third-party suppliers. On rare
occasions, lithium-ion batteries can rapidly release the energy they contain by venting smoke
and flames in a manner that can ignite nearby materials. We may rely on more safe lithium-ion
batteries to be developed, however, our electric two-wheeled vehicles or their battery packs
may still experience failure, which could subject us to lawsuits, product recalls, or redesign
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efforts, all of which would be time consuming and expensive. In addition, negative public
perceptions regarding the suitability of lithium-ion batteries for use on electric two-wheeled
vehicles or any future incident involving lithium-ion batteries such as an electric two-wheeled
vehicle or other fire, even if not involving our products, could adversely affect our business.

We have limited insurance to cover our potential losses and claims.

We have maintained certain insurance policies to safeguard against various risks and
unexpected events associated with our business and operations, including property insurance
covering inventory and warehouse and product liability insurance which applies to our
products. For additional details of our insurance coverage, see the section headed “Business —
Insurance.” We do not maintain business interruption insurance, nor do we maintain key-man
life insurance. Although we require retail outlets to purchase relevant insurances under our
retail outlet management policy, there is no guarantee that the retail outlets will adhere to such
requirements. We cannot assure you that our insurance coverage is sufficient to prevent us from
any loss or that we will be able to successfully claim our losses under our current insurance
policy on a timely basis, or at all. If we incur any loss that is not covered by our insurance
policies, or the compensated amount is significantly less than our actual loss, our business,
financial condition and results of operations could be materially and adversely affected.

We may be subject to higher income tax rates if our preferential tax treatment become
unavailable and government grants currently received by us may be reduced or
discontinued in the future.

During the Track Record Period, we enjoyed preferential tax treatment under relevant
preferential tax policies. We cannot assure you that we will continue to enjoy similar
preferential tax treatment in the future. The statutory corporate income tax rate for our
businesses in mainland China is 25%. However, during the Track Record Period, Zhejiang
Luyuan and Shandong Luyuan enjoyed a preferential corporate income tax rate of 15% as
qualified new and high-tech enterprises, instead of the general rate of 25%. If we cease to be
entitled to preferential tax treatment, our income tax expenses may increase, which would
adversely affect our results of operations.

We also receive government grants from local governments primarily in the form of subsidies
on industry development, tax refunds and rewards for our contribution to the local economic
growth. Our government grants recorded in the consolidated income statements amounted to
RMB11.6 million, RMB10.2 million, RMB20.5 million, RMB7.6 million and RMB15.0 million
in 2020, 2021 and 2022 and the four months ended April 30, 2022 and 2023, respectively. See
“Financial Information — Description of Key Components of Our Results of Operations — Other
Income.” We cannot assure you that we will continue receiving or benefiting from such grants
in the future.
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If we are unable to perform our contracts, our results of operations and financial
condition may be adversely affected.

As of December 31, 2020, 2021 and 2022 and the four months ended April 30, 2023, we had
contract liabilities of RMB57.1 million, RMB82.9 million, RMB96.4 million and RMB63.4
million, respectively. Our contract liabilities are primarily advanced payments from
distributors. If we fail to honor our obligations under our contracts with our customers, we may
not be able to convert such contract liabilities into revenue, and our customers may also require
us to refund the prepayments they have made, which may in turn adversely affect our financial
condition. In addition, if we fail to honor our obligations under our contracts with our
customers, it may also adversely affect our relationship with such customer, which may in turn
affect our results of operations in the future.

Our investments in wealth management products and structured deposits may be subject
to certain counterparty risks and market risks, and we are exposed to changes in the fair
value of financial assets measured at fair value through profit or loss and valuation
uncertainties due to the use of unobservable inputs.

During the Track Record Period, to better manage our cash at hand, we invested in certain
wealth management products and structured deposits from reputable commercial banks in
mainland China. As of December 31, 2020, 2021 and 2022 and April 30, 2023, the balance of
our wealth management products and structured deposits were RMB63.6 million, RMB90.1
million, RMB63.5 million and RMB101.9 million, respectively. During the Track Record
Period, we also bought certificate of deposits. As of December 31, 2020, 2021 and 2022 and
April 30, 2023, the balance of our certificate of deposits amounted to nil, RMB337.9 million,
RMB470.0 million and RMB480.0 million, respectively. We plan to continue to invest in
wealth management products and structured deposits after the Listing and may consider other
wealth management products when we believe that we have sufficient cash and the potential
investment returns are reasonable.

We are subject to the risks that any of our counterparties, such as the licensed banks that issued
the wealth management products and structured deposits, may not perform their contractual
obligations, such as in the event that any such counterparty declares bankruptcy or becomes
insolvent. Any material non-performance of our counterparties with respect to the wealth
management products and structured deposits we invested in could materially and adversely
affect our financial position and cash flow. Furthermore, our short-term investments are subject
to the overall market conditions, including the capital markets. Any volatility in the market or
fluctuations in interest rates may reduce our financial position or cash flow, which, in turn,
could materially and adversely impact our financial condition. In addition, general economic
and market conditions affect the fair value of these wealth management investments. If
circumstances indicate that the carrying amount of these investments may not be recoverable,

such investments may be considered impaired, and an impairment loss would be recognized in
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accordance with accounting policies and charged to our consolidated income statements and
consolidated statements of other comprehensive income for the relevant period. Accordingly,
any material decline in the fair value of these investments may have a material adverse effect
on our results of operations.

In 2020, 2021 and 2022 and the four months ended April 30, 2022 and 2023, we recognized
fair value gains on financial assets at fair value through profit or loss of RMB&.7 million,
RMB14.9 million, RMB19.6 million, RMB5.6 million and RMB4.2 million, respectively. We
cannot assure you that we will continue to generate such fair value gain in the future. If our
investments incur a fair value loss, our results of operations and financial condition may be
adversely affected. For details, see note 7 to the Accountant’s Report in Appendix I to this

prospectus.

During the Track Record Period, the fair value of our financial assets at fair value through
profit or loss was determined by reference to unobservable inputs to the price of the underlying
investments using a valuation pricing model and is classified as Level 2 and Level 3 fair value
measurements. Changes in these unobservable inputs may affect the estimated fair value of our
financial assets at the end of each financial reporting period. Considering the inherent
uncertainty in the fair value of financial assets at fair value through profit or loss, any
significant and adverse changes in fair value could have an adverse effect on our financial

position and results of operations.

We cannot assure you that our internal control procedures related to the investment procedures
will be effective and adequate. We cannot assure you that we will not experience losses with
respect to these investments in the future or that such losses or other potentially negative
impact will not have a material adverse effect on our business and financial condition.

Our results of operations and financial condition may be adversely affected by fair value
changes of debt instruments at fair value through other comprehensive income and
valuation uncertainty due to the use of unobservable inputs.

Our debt instruments at fair value through other comprehensive income consist of bank
acceptance bills accepted by banks with relatively high credit ratings, which were mainly used
by our corporate and institutional clients and distributors to settle payment to us. Our debt
instruments at fair value through other comprehensive income amounted to RMB175.8 million,
RMB119.0 million, RMB95.2 million and RMB168.3 million as of December 31, 2020, 2021
and 2022 and April 30, 2023, respectively. Our debt instruments at fair value through other
comprehensive income were classified as level 3 financial instruments for accounting purpose.
The related fair value measurement was based on significant unobservable inputs, such as
discount rate. See note 3.3 and note 20 to the Accountant’s Report included in Appendix I to
this prospectus for details. As such, we are exposed to fair value change of debt instruments
at fair value through other comprehensive income and valuation uncertainty due to the use of

unobservable inputs.
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We could be adversely affected as a result of sales in countries that are subject to evolving
economic sanctions by the United States, the European Union, the United Nations,
Australia and other relevant sanctions authorities.

In recent years, international market conditions and the international regulatory environment
have been increasingly affected by competition among countries and geopolitical friction.
Changes to national trade or investment policies, treaties and tariffs, fluctuations in exchange
rates or the perception that these changes could occur, could adversely affect our expansion
into overseas markets. The United States and other jurisdictions or organizations, including the
European Union, the United Nations and Australia, have comprehensive or broad economic
sanctions targeting sanctioned countries, or against industry sectors, groups of companies or
persons, and/or organizations within such countries. These sanctions programs are reviewed or
amended by sanctions authorities from time to time, and new requirements or restrictions could
come into effect which might increase scrutiny on our business or result in one or more of our
business activities being deemed to have violated sanctions, or being sanctionable. If we were
required to pay penalties as a result of any sanctions violations, or alter our business to prevent
violation of sanctions rules or regulations, it could adversely impact our results of operations.

In addition, economic sanctions laws imposed by the United States, European Union, and other
jurisdictions may expose us to potential compliance risks. Sanctions laws prohibit business in
or with certain countries or governments, and with certain persons or entities that have been
sanctioned by the United States, the European Union or other governments and international
or regional organizations, such as the United Nations Security Council. Although we mainly
operate within mainland China, we from time to time have engaged or may engage in certain
international business that could expose us to international sanction risks. It is possible that
governmental authorities may in the future impose sanctions on us, particularly in the event
that we fail to detect and, as appropriate, remediate such violations, and there can be no
assurance that we can always be in compliance with all such sanctions laws in the future. We
also cannot predict with certainty the interpretation or implementation of any sanctions laws
or policies or their future changes. Any alleged violations of sanctions laws or engagement in
sanctionable activities could adversely affect our reputation, business, results of operations and
financial condition.

Failures or security breaches of our information technology systems could disrupt our
operations and negatively impact our business.

We rely on information technology systems to process, transmit and store information in
relation to our operations, manage business data and increase efficiencies in our production and
distribution facilities and inventory management processes. In addition, we utilize information
technology systems to process financial information and results of operations for internal
reporting purposes and to comply with regulatory, legal and tax requirements. A portion of the
communications between our personnel and our suppliers, distributors and consumers depends
on information technology as well. However, our information technology systems may be
vulnerable to interruption due to a variety of events beyond our control, including but not

limited to, natural disasters, telecommunications failures, computer viruses, hackers and other
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security issues. Any such interruption to our information technology system could disrupt our
operations and negatively impact our production and ability to fulfill sales orders, which could
have an adverse effect on our business, financial condition and results of operations.

In addition, we may from time to time implement, modify and upgrade our information
technology systems and procedures to support our growth and the development of our
e-commerce business. These modifications and upgrades could require substantial investment
and may not improve our profitability at a level that outweighs their costs, or at all.

Our business is subject to complex and evolving laws and regulation regarding data
security and privacy.

Regulatory authorities in mainland China have implemented and are considering further
legislative and regulatory proposals with more sophisticated requirements concerning data
security and privacy. Existing or newly-introduced laws and regulations, or their interpretation,
application or enforcement, could require us to change our data security and privacy practices
and other business activities, including but not limited to data collection, storage, transmission
and exchange or other data usage activities.

Compliance with the data security and privacy related laws and regulations as well as
additional or amended laws and regulations that regulatory bodies in mainland China may
enact in the future, may result in additional expenses to us. We cannot assure you that we are
able to manage these risks in the future. If we fail to be in full compliance with any data
security and privacy laws and regulations and become subject to administrative penalties and
negative publicity, our reputation and results of operations could be materially and adversely
affected.

We did not pay social welfare contributions or housing provident fund contribution for
certain of our employees and may be subject to fines or penalties.

According to the Social Insurance Law of the PRC ("3 A\ RILFNE 4 € fBzi%) and the
Administrative Regulations on the Housing Provident Fund of the PRC ({5 A% 4 % # 5 f4)),
we are required to make social insurance premium contributions and housing provident fund
payments for our employees. During the Track Record Period and as of the Latest Practicable
Date, we had not made social insurance and housing provident fund contributions for our
employees timely or in full in accordance with the relevant PRC Law. See “Business — Legal
Proceedings and Compliance — Compliance — Non-compliance with PRC Law” for details. The
provision we have made related to social insurance and housing provident fund contributions
in 2020, 2021 and 2022 and the four months ended April 30, 2023, amounted to approximately
RMB4.4 million, RMB3.4 million, RMB1.2 million and nil, respectively.

According to our PRC Legal Advisors, pursuant to relevant PRC Law, we may be required by
the relevant authority in mainland China to pay the amount of unpaid social insurance within
a prescribed time limit and may be subject to an overdue charge of 0.05% of the delayed
payment per day. If we fail to do so within the period as required by the local social insurance
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authorities, we may be subject to a penalty of up to three times of the amount of social
insurance premiums payable, and the relevant authorities may apply to a PRC court for an order
to enforce the payment. Our PRC Legal Advisors have further advised us that, pursuant to
relevant PRC Law, if we fail to pay the full amount of housing provident fund within as
required, the relevant authorities may order us to make the outstanding payment within a
prescribed time limit. If we fail to do so within such prescribed time limit, the relevant
authorities may apply to a PRC court for compulsory enforcement.

We may be subject to fines for failure to register some of our lease agreements and face
risk with respect to owned properties that are used inconsistent with their permitted
usage.

As at the Latest Practicable Date, we entered into sixteen lease agreements as the tenant and
five lease agreements as the landlord in mainland China, including two lease agreements
entered into between subsidiaries of our Group, ten of which had yet to be registered with the
relevant government authorities in accordance with PRC Law. As advised by our PRC Legal
Advisors, the lack of registration of a lease will not affect its legality, validity or enforceability.
However, we may be subject to fines ranging from RMB 1,000 to RMB 10,000 for each of such
non-registered leases should we fail to register the lease agreements upon request by the
relevant authority, which may materially and adversely affect our business, financial condition,

results of operations and prospects. See “Business — Properties — Leased Properties” for details.

As at the Latest Practicable Date, we were not provided with sufficient and valid ownership
certificates or proper authorization from owners of certain of our leased properties. See
“Business — Properties — Leased Properties” for details. Any dispute or claim in relation to
these properties could result in us having to relocate and/or obtain alternative accommodation
for certain of our employees. If our right to use these properties is challenged, we would need
to seek alternative properties on short notice and incur relocation costs, and there is no
guarantee that we would be able to find suitable alternative properties on reasonable
commercial terms, or at all. Any relocation could lead to disruptions to our operations and may
have an adverse effect on our business, financial condition, results of operations and prospects.

As of the Latest Practicable Date, the current usage of two of our owned properties is
inconsistent with their permitted usage as stated in their respective property ownership
certificates. As advised by our PRC Legal Advisors, for the properties with usage defects,
administrative penalties may be imposed on owners of properties if the properties are used
inconsistent with their permitted usage, and our current usage may be interrupted. Furthermore,
if the relevant land authority in mainland China allows us to continue to use such properties
for their current usage they may require payment of land premium.
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We may fail to comply with legal or regulatory requirements or to obtain or adhere to
requirements under relevant licenses or permits.

In accordance with the laws and regulations of the PRC, we are required to comply with legal
or regulatory requirements and maintain various approvals, licenses and permits in order to
operate our business in mainland China. For details on regulations and laws we are subject to,
see “Regulatory Overview.” In addition to the business licenses, we are also required to obtain
various government approvals and comply with applicable standards in relation to our
manufacturing process and manufacturing facilities. These approvals, licenses and permits are
granted upon satisfactory compliance with, among other things, the applicable regulations and
laws. The approvals, licenses and permits necessary to our business are still subject to
examinations or verifications by relevant authorities and are valid only for a fixed period of
time subject to renewal and accreditation. For details, see “Business — Licenses, Permits and

Regulatory Approvals”.

Due to uncertainties in the regulatory environment of the industries in which we operate, there
can be no assurance that we would be able to maintain our existing approvals, permits and
licenses or obtain any new approvals, permits and licenses if required by any future laws or
regulations. If we fail to obtain and maintain approvals, licenses, or permits required for our
business, we could be subject to liabilities, penalties and operational disruption and our
business could be materially and adversely affected. In case of any non-compliance, we may
have to incur significant expenses and divert substantial management time and resources to
resolve any deficiencies. We may also experience negative publicity arising from such
deficiencies, which may materially and adversely affect our business and financial
performance. We may also be liable for fines or a penalty of confiscating illegal gains, which
may materially and adversely affect our business, financial conditions, and results of

operations.

We may be liable for commencing construction of a facility without completing
environmental impact assessment procedures and commencing production at one of our
production plants without undergoing the inspection and acceptance procedures.

During the Track Record Period, we commenced (i) the construction of a facility at our
Guangxi Plant without obtaining the approval of the relevant government authorities with
respect to the required environmental impact report; and (ii) the production at our Guangxi
Plant without undergoing the inspection and acceptance procedures. As advised by our PRC
Legal Advisors, according to the PRC Environmental Impact Assessment Law ( {3 A 4t
B BREE 5 2857 fE15) ) and the Regulations on Environmental Protection Management of
Construction Projects ( (E:a%JH HERIEAEE HAEH]) ), (i) commencing the construction of
our manufacturing facility without preparing the required environmental impact assessment
documents and without obtaining the approval of the relevant government authorities could
subject us to a fine ranging from 1% to 5% of the overall investment amount for such
construction project depending on the materiality and consequences of such violations, and we
may be ordered to restore the construction site to its original state; and (ii) commencing the
production of our Guangxi Plant without undergoing the inspection and acceptance procedures
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could subject us to an order to make correction within a specified time limit and a fine ranging
from RMB200,000 to RMB1.0 million. If we are found not to have rectified such
non-compliance within the specified time limit, we may be subject to a fine of RMB1.0 million
to RMB2.0 million. If the construction project causes significant environmental pollution or
ecological damage, the production or usage shall be suspended, or the project shall be closed
down upon the approval by the relevant government authorities. Furthermore, according to
Regulations on the Administration of Quality of Construction Works ( (Fak L2854 P
) ) failure to submit completion acceptance reports, relevant approval documents or
permission documents in accordance with the regulations could subject us to an order to make
corrections a fine ranging between RMB200,000 to RMB500,000.

Regulation of electric two-wheeled vehicles may continue to evolve and change in
mainland China.

Our electric bicycles are classified as “non-motorized” vehicles under the PRC Road Traffic
Safety Law and are therefore subject to less stringent regulatory requirements than “motorized
vehicles”, such as our electric motorcycles and electric mopeds, as defined therein (which are
subject to higher licensing, driver qualification and road use requirements as well as higher
speed and performance standards). In 2020, 2021 and 2022 and the four months ended
April 30, 2022 and 2023, revenue contributable to the sales of our electric bicycles accounted
for 42.5%, 41.7%, 46.7%, 38.7% and 48.7% of our revenue, respectively. The New National
Standards implemented in 2019 marks another stage of governmental supervisory on
electric two-wheeled vehicles. Though rigorous restrictions against electric two-wheeled
vehicles out of safety concern have been eased, there can be no assurance that regulatory
requirements with respect to our products will not be increased in the future. For example,
many cities in mainland China have recently implemented stricter regulatory requirements on
electric two-wheeled vehicles including those related to riding and parking behavior of
consumers. Any such increase in regulatory requirements could drive consumers to opt for
other mobility options such as vehicles, motorcycles or bicycles and have a material adverse
effect on our business, financial condition, results of operations and prospects.

Failure to comply with environmental laws and regulations may subject us to fines or
penalties or incur costs that could materially adversely affect the success of our business.

We are subject to a number of environmental, health and safety laws and regulations, including
but not limited to the Environmental Protection Law and the Environment Impact Assessment
Law. See “Regulatory Overview” for details. Failure to comply with environmental laws may
affect our abilities to develop, manufacture and commercialize our products as we plan. As
requirements imposed by such laws and regulations may change and more stringent laws or
regulations may be adopted, we may not be able to comply with, or accurately predict any
potential substantial cost of complying with, these laws and regulations. If we fail to comply
with environmental protection laws and regulations, we may be subject to rectification orders,
substantial fines, potentially significant monetary damages, or production suspensions in our
business operations. Furthermore, we may be required to incur substantial costs to comply with

—69 —



RISK FACTORS

current or future environmental laws and regulations. Failure to comply with these laws and
regulations also may result in substantial fines, penalties or other sanctions. Any of the
foregoing could materially adversely affect our business, financial condition, results of
operations and prospects.

We have records of non-compliance with certain Hong Kong regulatory requirements
which could lead to the imposition of fines.

There have been a number of instances of non-compliance with certain Hong Kong regulatory
requirements by our Group. These include: (i) filing a specified form with the Companies
Registry later than the time limit stipulated in the Companies Ordinance; (ii) failing to secure
sufficient employees’ compensation insurance for one of our employees in breach of the
Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong); and (iii)
failing to file Form 56B, for each of the years of assessment ended March 31, 2020 and March
31, 2021, and Form 56F with the Inland Revenue Department of Hong Kong for one employee
within the prescribed time limit under the Inland Revenue Ordinance (Chapter 112 of the Laws
of Hong Kong). See “Business — Legal Proceedings and Compliance — Compliance -
Non-compliance with Hong Kong Laws” for further details.

If the relevant authorities take enforcement actions against our executive Directors or Group
members, and/or our Controlling Shareholders fail to indemnify us to a sufficient extent or at
all, we may be required to pay certain penalties, and our reputation, cash flow and results of
operations may be adversely affected.

We may be involved in claims, disputes and legal proceedings in our ordinary course of
business.

From time to time, we may be involved in claims, disputes and legal proceedings in our
ordinary course of business. These may concern issues relating to, among others, breach of
contract, employment or labor disputes, infringement of intellectual property rights and
environmental matters. In particular, the manufacture and sales of our products subjects us to
potential product liability claims if our products are proved to have failed to meet relevant
safety standards or other laws and regulations, or cause or are alleged to have caused safety
issues. See “Business — Legal Proceedings and Compliance — Legal Proceedings” for certain
litigations which our Group was involved in during the Track Record Period and up to the
Latest Practicable Date. If we do not succeed in defending against any product liability claims
or other claims, we may be subject to substantial damages to compensate the claimants. Any
claims, disputes or legal proceedings initiated by us or brought against us, with or without
merit, may result in substantial costs and diversion of resources, may materially harm our
reputation. Furthermore, claims, disputes or legal proceedings against us may be due to
defective supplies sold to us by our suppliers, who may not be able to indemnify us in a timely
manner, or at all, for any costs that we incur as a result of such claims, disputes and legal

proceedings.
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We face litigation risks.

In the course of preparation for our Listing, a former employee of our Group alleged that he
had interests in 2% shares in our Company and a minority stake in Zhejiang Luyuan. During
the Track Record Period and up to the Latest Practicable Date, such former employee had not
commenced any legal proceedings against our Group in respect of his said alleged interests.
See also “History, Reorganization and Corporate Structure — Corporate Structure” for details.
Any claims, disputes or legal proceedings brought against us, even without merit, may result
in substantial costs and diversion of resources, may materially harm our reputation.

Any future occurrence of force majeure events, natural disasters or outbreaks of
contagious diseases, including the COVID-19 outbreak, may materially and adversely
affect our business, financial condition and results of operations.

Any future occurrence of force majeure events, natural disasters such as earthquakes, floods
and droughts, or outbreaks of epidemics and contagious diseases, including avian influenza,
severe acute respiratory syndrome, HINTI influenza, Ebola virus and COVID-19 in locations
where we have operations, whether production, sales and distribution or otherwise, may
materially and adversely affect our business, financial condition and results of operations.

We cannot assure you that any future occurrence of natural disasters or outbreaks of epidemics
and contagious diseases or the measures taken by the Chinese government or other countries
in response to such contagious diseases will not seriously disrupt our operations or those of our
customers, which may materially and adversely affect our business, financial condition and
results of operations.

RISKS RELATING TO MAINLAND CHINA

Mainland China’s economic, political and social conditions and government policies, as
well as the global economy, may continue to affect our business.

Substantially all of our businesses, assets, operations and revenue are located in or derived
from our operations in mainland China and as a result, our business, financial condition and
results of operations are subject, to a significant degree, to the economic, political, social and

regulatory environment in mainland China.

The economy in mainland China has undergone a transition from a planned economy to a
market-oriented economy. The PRC government has, in recent years, taken various actions to
introduce market forces for economic reform, to reduce State ownership of productive assets
and to promote the establishment of sound corporate governance in business entities. In
addition, the PRC government continues to play a significant role in guiding, encouraging and
regulating economic growth through the allocation of resources, monetary policies and tax
policies, etc. While these measures may benefit China’s macro economy as a whole, some of
them may result in uncertainties to us.
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Our performance has been and will continue to be affected by mainland China’s economy,
which in turn is influenced by the global economy. The uncertainties relating to the global
economy as well as the political environment in various regions of the world will continue to
impact mainland China’s economic growth. The global macroeconomic environment is facing
challenges, including the end of quantitative easing and start of interest rate hikes by the U.S.
Federal Reserve, the economic slowdown in the Eurozone since 2014 and the withdrawal of the
U.K. from the EU at the end of January 2020, the outbreak of COVID-19 and the recent
Russia-Ukraine crisis. There have also been concerns over unrest and terrorist threats in the
Middle East, Europe, and Africa and over the conflicts involving Ukraine, Syria and North
Korea, which have resulted in market volatility. There have been concerns on the relationship
between China and other countries, including the surrounding Asian countries, which may
potentially have adverse economic effects. The ongoing trade tensions between the United
States and China may have tremendous negative impact on the economies of not merely the two
countries concerned, but the global economy as a whole. It is unclear whether these challenges
and uncertainties will be contained or resolved, and what effects they may have on the global
political and economic conditions in the long term. Any severe or prolonged slowdown in the
global economy may materially and adversely affect our business, results of operations and
financial condition. Additionally, continued turbulence in the international markets may
adversely affect our ability to access the capital markets to meet liquidity needs.

We are unable to predict all the risks and uncertainties that we face as a result of current
economic, political, social, and regulatory developments and many of these risks are beyond
our control. All such factors may materially and adversely affect our business and operations

as well as our financial performance.

The M&A Rules and certain other PRC regulations establish additional procedures for
some acquisitions of Chinese companies by foreign investors.

Certain PRC regulations established additional procedures and requirements for merger and
acquisition activities in mainland China by foreign investors. These procedures and
requirements aim to provide more regulatory clarity and oversight for foreign investment,
though they may result in longer timeframes and complexity. For example, the Regulations on
Mergers and Acquisitions of Domestic Companies by Foreign Investors ( B it 71 B £5 & & 1f
W3 NS 2ERI R E ) ), adopted by six regulatory agencies in mainland China in 2006 and
amended in 2009, require that the MOFCOM be notified in advance of any change-of-control
transaction in which a foreign investor takes control of a domestic enterprise in mainland China
if (i) any important industry is concerned, (ii) such transaction involves factors that have or
may have impact on the national economic security, or (iii) such transaction will lead to a
change in control of a domestic enterprise which holds a famous trademark or time-honored
brand in mainland China. The approval from the MOFCOM shall be obtained in circumstances
where overseas companies established or controlled by enterprises or residents in mainland
China acquire affiliated domestic companies. For details, see “Regulatory Overview -
Regulations Relating to M&A Rules and Overseas Listing.” The M&A Rules further require
that, among others, an offshore special vehicle, or a special purpose vehicle, formed for listing
purposes and controlled directly or indirectly by companies or individuals in mainland China,
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shall obtain the approval of the CSRC prior to the listing and trading of such special purpose
vehicle’s securities on an overseas stock exchange, in particular if the special purpose vehicle
acquires shares of or equity interests in the companies in mainland China in exchange for
shares of offshore companies. Moreover, the Anti-Monopoly Law ( {/ZHEEi%) ) requires that
the anti-monopoly enforcement agency shall be notified in advance of any concentration of
undertaking if certain thresholds are triggered. In addition, the Rules of Ministry of Commerce
on Implementation of Security Review System of Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors ( 55 A8 E it/ MEl £ & 1l 555 N A 22 R 3 A il R
7E) ) issued by the MOFCOM that became effective in September 2011 specify that mergers
and acquisitions by foreign investors that raise “national defense and security” concerns and
mergers and acquisitions through which foreign investors may acquire de facto control over
domestic enterprises that raise “national security” concerns are subject to strict review by the
MOFCOM, and the rules prohibit any activities attempting to bypass a security review,
including by structuring the transaction through a proxy or contractual control arrangement.
Furthermore, as required by the Measures for the Security Review of Foreign Investment ( {4}
P A 2 A HFE) ), promulgated by the NDRC and the MOFCOM on December 19, 2020
and effective as of January 18, 2021, investments in military, national defense-related areas or
in locations in proximity to military facilities, or investments that would result in acquiring the
actual control of assets in certain key sectors, such as critical agricultural products, energy and
resources, equipment manufacturing, infrastructure, transport, cultural products and services,
information technology, internet products and services, financial services and technology
sectors, are required to obtain approval from designated governmental authorities in advance.

In the future, we may grow our business by acquiring complementary businesses. Complying
with the requirements of the above-mentioned regulations and other relevant rules to complete
such transactions could be time consuming, and any required approval processes, including
obtaining approval from the MOFCOM or its local counterparts and other PRC government
authorities. We cannot assure you that we will be able to complete such transactions in a timely
manner or at all, which could affect our ability to expand our business or maintain our market
share.

We may be deemed to be a PRC tax resident enterprise under the EIT Law, which may
materially and adversely affect our profitability and the value of your investments.

We are a company incorporated under the laws of the Cayman Islands. Pursuant to the EIT Law
and its implementation rules, if an enterprise incorporated outside mainland China has its “de
facto management bodies” within mainland China, such enterprise would generally be deemed
as a “PRC resident enterprise” for tax purposes and be subject to an EIT rate of 25% on its
global income. “De facto management bodies” is defined as the body that has actual overall
management and control over the business, personnel, accounts and properties of an enterprise.
In April 2009, July 2011 and January 2014, the SAT issued several circulars to clarify certain
criteria for the determination of the “de facto management bodies” for foreign enterprises
controlled by mainland China enterprises. We are currently not regarded as a PRC tax resident
enterprise. However, if we are regarded as a PRC tax resident enterprise by the tax authorities
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in mainland China, we would have to pay PRC EIT at a rate of 25% for our entire global
income, which may materially and adversely affect our profits and hence our retained profit
available for distribution to our Shareholders.

You may be subject to mainland China withholding tax on dividends from us and
mainland China income tax on any gain realized on the transfer of our Shares.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or similar
arrangement between the PRC and your jurisdiction of residence that provides otherwise,
mainland China withholding tax at a rate of 10% is normally applicable to dividends from a
mainland China source paid to investors that are “non-resident enterprises,” which do not have
an establishment or place of business in mainland China, or which have such establishment or
place of business but whose relevant income is not effectively connected with the
establishment or place of business. Any gain realized on the transfer of shares by such
investors is generally subject to a 10% mainland China income tax if such gain is regarded as
income derived from sources within mainland China.

Under PRC Individual Income Tax Law ( (HF#EANRILAMBIMEAFEFIE) ) and its
implementation rules, dividends from sources within mainland China paid to foreign individual
investors who are not mainland China residents are generally subject to a mainland China
withholding tax at a rate of 20% and gains from mainland China sources realized by such
investors on the transfer of shares are generally subject to mainland China income tax at a rate
of 20% for individuals. Any mainland China tax may be reduced or exempted under applicable

tax treaties or similar arrangements.

If we are treated as a PRC resident enterprise as described under “— We may be deemed to be
a PRC tax resident enterprise under the EIT Law, which may materially and adversely affect
our profitability and the value of your investments,” dividends we pay with respect to our
Shares, or the gain realized from the transfer of our Shares, may be treated as income derived
from sources within mainland China and as a result be subject to mainland China income taxes
described above. If mainland China income tax is imposed on gains realized through the
transfer of our Shares or on dividends paid to our non-resident investors, the value of your

investment in our Shares may be materially and adversely affected.
Fluctuations in exchange rates could result in foreign currency exchange losses.

The value of the RMB against the Hong Kong dollar, the U.S. dollar and other currencies
fluctuates, is subject to changes in fiscal and foreign exchange policies and depends to a large
extent on domestic and international economic and political developments as well as supply
and demand in the local market. It is difficult to predict how market forces or government
policies may impact the exchange rate between the RMB and the Hong Kong dollar, the U.S.

dollar or other currencies in the future.
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The proceeds from the Global Offering will be received in Hong Kong dollars. As a result, any
appreciation of the RMB against the Hong Kong dollar may result in the decrease in the value
of our proceeds from the Global Offering. Conversely, any depreciation of the RMB may
adversely affect the value of, and any dividends payable on, the Shares in foreign currency. In
addition, there are limited instruments available for us to reduce our foreign currency risk
exposure at reasonable costs. All of these factors could materially and adversely affect our
business, financial condition, results of operations and prospects, and could reduce the value
of, and dividends payable on, our Shares in foreign currency terms.

Policies regarding foreign currency conversion may limit our foreign exchange
transactions and our ability to pay dividends and meet other obligations, and affect the
value of your investment.

We receive substantially all of our revenue in RMB. We may convert a portion of our revenue
into other currencies to meet our foreign currency obligations, such as payments of dividends
declared in respect of our Shares, if any.

Under existing foreign exchange regulations in mainland China, payments of current account
items, such as profit distributions and trade and service-related foreign exchange transactions,
can be made in foreign currencies without prior approval from the SAFE, by complying with
certain procedural requirements. However, approval from or registration with appropriate
governmental authorities is required where RMB is to be converted into foreign currency and
remitted out of mainland China to pay capital expenses such as the repayment of loans
denominated in foreign currencies. There is no assurance that these foreign exchange policies
will continue in the future. Any shortage in the availability of foreign currency may restrict our
ability to pay dividends in foreign currencies to our Shareholders, capitalize our capital
expenditure plans or otherwise satisfy any other foreign currency denominated obligations.

Scrutiny over acquisitions from the tax authorities in mainland China may have a
material impact on our business, acquisition or restructuring strategies or the value of
your investment in us.

The SAT promulgated several rules and notices regarding acquisitions in recent years. On
February 3, 2015, the SAT issued the Public Announcement of the State Administration of
Taxation on Several Issues Concerning Enterprise Income Tax for Indirect Transfer of Assets
by Non-Resident Enterprises ( B ZBiH5 48 )5 BRI JF i B A 3 W] 4 il B s A 2E P 9B T
IR 2 H) ) (the “SAT Bulletin 7”), which was partially abolished by the Announcement of
the State Administration of Taxation on Issues concerning the Withholding of Enterprise
Income Tax at Source on Non-Resident Enterprises ( B ZBLH5 48 J5 B A JF J& R AR ZE T A5 B
SRINSA B R A45) ) and the Decision of the State Administration of Taxation on Issuing
the Catalogues of Tax Departmental Rules and Tax Regulatory Documents Which Are
Invalidated and Repealed ( < ZB0H5 A= BRI 20 M SR 28088 11 R BEH5 F51 AR 55 R B WO R i M SC
HH#MPLE) ) (the “Circular 42”). The SAT Bulletin 7 provided comprehensive guidelines
relating to indirect transfers by a non-resident enterprise of assets (including equity interests)
of a PRC resident enterprise (the “PRC Taxable Assets”).
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For example, the SAT Bulletin 7 specifies that the tax authorities in mainland China are entitled
to reclassify the nature of an indirect transfer of PRC Taxable Assets, when a non-resident
enterprise transfers PRC Taxable Assets indirectly by disposing of equity interests in an
overseas holding company directly or indirectly holding such PRC Taxable Assets, by treating
the transaction as if there were no such overseas holding company and considering the
transaction to be a direct transfer of PRC Taxable Assets, if such transfer is deemed to have
been conducted for the purposes of avoiding mainland China enterprise income taxes and
without any other reasonable commercial purpose.

Except as provided in the SAT Bulletin 7, transfers of Chinese taxable property simultaneously
satisfied all the following circumstances shall be automatically deemed as having no
reasonable commercial purpose, and are subject to mainland China enterprise income tax: (i)
more than 75% of the value of the overseas enterprise is directly or indirectly from Chinese
taxable properties; (ii) more than 90% of the total assets (cash excluded) of the overseas
enterprise are directly or indirectly composed of investment in mainland China at any time
during the year prior to the indirect transfer of Chinese taxable property, or more than 90% of
the income of the overseas enterprise is directly or indirectly from mainland China during the
year prior to the indirect transfer of Chinese taxable property; (iii) the overseas enterprise and
its subsidiaries directly or indirectly hold Chinese taxable property and have registered with the
relevant authorities in the host countries (regions) in order to meet the local legal requirements
in relation to organization forms, yet prove to be inadequate in their ability to perform their
intended functions and withstand risks as their alleged organization forms suggest; or (iv) the
income tax from the indirect transfer of Chinese taxable property payable abroad is lower than
the income tax in mainland China that may be imposed on the direct transfer of such PRC
Taxable Assets. Although the SAT Bulletin 7 contains certain exemptions (including, (i) where
a non-resident enterprise derives income from the indirect transfer of PRC Taxable Assets by
acquiring and selling shares of a listed overseas holding company which holds such PRC
Taxable Assets on a public market; and (ii) where there is an indirect transfer of PRC Taxable
Assets, but if the non-resident enterprise had directly held and disposed of such PRC Taxable
Assets, the income from the transfer would have been exempted from enterprise income tax in
mainland China under an applicable tax treaty or arrangement), it remains unclear whether any
exemptions under the SAT Bulletin 7 will be applicable to the transfer of our Shares or to any
future acquisition by us outside of mainland China involving PRC Taxable Assets, or whether
the tax authorities in mainland China will reclassify such transaction by applying the SAT
Bulletin 7. Therefore, the tax authorities in mainland China may deem any transfer of our
Shares by our Shareholders that are non-resident enterprises, or any future acquisition by us
outside of mainland China involving PRC Taxable Assets, to be subject to the foregoing
regulations, which may subject our Shareholders or us to additional mainland China tax
reporting obligations or tax liabilities.

Provisions of the SAT Bulletin 7, which impose mainland China tax liabilities and reporting
obligations, do not apply to “a non-resident enterprise acquiring and disposing of the equity
interests of the same offshore listed company in a public market” (the “Public Market Safe
Harbor”). In general, transfers of the Shares by Shareholders on the Stock Exchange or other
public markets would not be subject to mainland China tax liabilities and reporting obligations
imposed under the SAT Bulletin 7 if the transfers fall under the Public Market Safe Harbor. As
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stated in the section headed “Information about this Prospectus and the Global Offering”,
potential investors should consult their professional advisors if they are in any doubt as to the
tax implications of subscribing for, purchasing, holding, disposing of and dealing in the Shares.

We may be subject to penalties, including restrictions on our ability to inject capital into
our mainland China subsidiaries and our mainland China subsidiaries’ ability to
distribute profits to us, if our mainland China resident Shareholders or beneficial owners
fail to comply with relevant mainland China foreign exchange regulations.

The SAFE has promulgated several regulations that require mainland China residents and
mainland China corporate entities to register with and obtain approval from local counterparts
of the SAFE in connection with their direct or indirect offshore investment activities. The
Circular of the State Administration of Foreign Exchange on Relevant Issues Concerning
Domestic Residents’ Offshore Investment and Financing and Roundtrip Investment through
Special Purpose Vehicles ( <[ %4 e 35 ) BR A B (A J B 8 R ik H 1928 RIS MR RLE JUR
TG HEE A BH A4 A1) ) (the “SAFE Circular 37”) was promulgated by the SAFE
in July 2014 and requires mainland China residents or entities to register with SAFE or its local
counterparts before the mainland China residents contributes assets or equity interests in
connection with their establishment or control of an offshore entity established for the purpose
of overseas investment or financing. Pursuant to the Circular of the State Administration of
Foreign Exchange on Further Simplifying and Improving Foreign Exchange Administration
Policies on Direct Investment ( <[5 574 5y BE A 4 — 25 B L A O B 4243 & /0 R 4 LI
SREYZEH) ) (the “SAFE Circular 13”), which was promulgated by the SAFE in February
2015, the aforesaid registration shall be directly reviewed and handled by qualified banks in
accordance with the SAFE Circular 13, and SAFE and its branches shall perform indirect
regulation over the foreign exchange registration via qualified banks. These regulations apply
to our Shareholders who are mainland China residents and may apply to any offshore
acquisitions that we make in the future.

Under these foreign exchange regulations, mainland China residents who make, or have
previously made, prior to the implementation of these foreign exchange regulations, direct or
indirect investments in offshore companies are required to register those investments. In
addition, any mainland China resident who is a direct or indirect shareholder of an offshore
company is required to update the previously filed registration with the qualified bank, with
respect to that offshore company, to reflect any material change involving its round-trip
investment, capital variation, such as an increase or decrease in capital, transfer or swap of
shares, merger or division. If any mainland China shareholder fails to make the required
registration or update the previously filed registration, the mainland China subsidiary of that
offshore parent company may be restricted from distributing their profits and the proceeds from
any reduction in capital, share transfer or liquidation to their offshore parent company, and the
offshore parent company may also be restricted from injecting additional capital into its PRC
subsidiary. Moreover, failure to comply with the various foreign exchange registration
requirements described above could result in liability under PRC laws for evasion of applicable
foreign exchange restrictions, including (i) the requirement by the SAFE to return the foreign
exchange remitted overseas or into the PRC within a period of time specified by the SAFE,
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with a fine of up to 30% of the total amount of foreign exchange remitted overseas or into the
PRC and deemed to have been evasive or illegal and (ii) in circumstances involving serious
violations, a fine of no less than 30% of and up to the total amount of remitted foreign
exchange deemed evasive or illegal.

We have requested mainland China residents that to our knowledge hold direct or indirect
interest in our Company to make the necessary applications, filings and amendments as
required by applicable foreign exchange regulations. However, there can be no assurance that
the subsequent amendment of registration, when required, can be successfully completed in a
timely manner. Failure by any such Shareholders to comply with the SAFE Circular 37 or other
related regulations could subject us to fines or legal sanctions, restrict our investment activities
in mainland China and overseas or cross-border investment activities, limit our subsidiaries’
ability to make distributions, pay dividends or other payments to us or affect our ownership
structure, which could adversely affect our business and prospects.

It is unclear how these regulations, and any future regulation concerning offshore or
cross-border transactions, will be interpreted, amended and implemented by the relevant
governmental authorities. We cannot predict how these regulations will affect our business
operations or future strategy. For example, we may be subject to a more stringent review and
approval process with respect to our foreign exchange activities, such as remittance of
dividends and foreign-currency denominated borrowings, which may materially and adversely
affect our results of operations and financial condition. In addition, if we decide to acquire a
mainland China domestic company, we cannot assure you that we or the owners of such
company, as the case may be, will be able to obtain the necessary approvals or complete the
necessary filings and registrations required by the foreign exchange regulations. This may
restrict our ability to implement our acquisition strategy and could materially and adversely

affect our business and prospects.

Failure to comply with PRC regulations regarding the registration requirements for share
option plans may subject the mainland China plan participants or us to fines and other
legal or administrative sanctions.

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas
Publicly-Listed Companies ( B 5E A AZ BLEESb 1723 W) BRE B 8 S R 20 A
YA ) (the “SAFE Circular 7”), replacing the previous rules issued by SAFE in March
2007. Under the SAFE Circular 7 and other relevant rules and regulations, mainland China
residents who participate in a stock incentive plan in an overseas publicly listed company are
required to register with SAFE or its local counterparts and complete certain other procedures.
Participants of a stock incentive plan who are mainland China residents must retain a qualified
PRC agent, which could be a mainland China subsidiary of the overseas publicly listed
company or another qualified institution selected by the mainland China subsidiary, to conduct
the SAFE registration and other procedures with respect to the stock incentive plan on behalf
of its participants. The participants must also retain an overseas entrusted institution to handle
matters in connection with their exercise of stock options, the purchase and sale of
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corresponding stocks or interests and fund transfers. In addition, the PRC agent is required to
amend the SAFE registration with respect to the stock incentive plan if there is any material
change to the stock incentive plan, the PRC agent or the overseas entrusted institution or other
material changes. Also, SAFE Circular 7 stipulates that mainland China residents who
participate in a share incentive plan of an overseas non-publicly listed special purpose
company may register with SAFE or its local counterparts before they exercise the share
options. We and our mainland China employees who have been granted share options will be
subject to these regulations upon the completion of this Global Offering. Failure of our
mainland China share option holders to complete their SAFE registrations may subject these
mainland China residents to fines of up to RMB300,000 for entities and up to RMB50,000 for
individuals, and legal sanctions and may also limit our ability to contribute additional capital
into our mainland China subsidiaries, limit our mainland China subsidiaries’ ability to

distribute dividends to us, or otherwise materially and adversely affect our business.

The SAT has also issued relevant rules and regulations concerning employee share incentives.
Under these rules and regulations, our employees working in mainland China will be subject
to mainland China individual income tax upon exercise of the share options. Our mainland
China subsidiaries have obligations to file documents with respect to the granted share options
with relevant tax authorities and to withhold individual income taxes for their employees upon
exercise of the share options. If our employees fail to pay or we fail to withhold their individual
income taxes according to relevant rules and regulations, we may face sanctions imposed by
the competent governmental authorities.

The development of the legal system in mainland China could affect the legal protections
available to our Shareholders.

The legal system in mainland China is based on written statutes. Prior court decisions may be
cited for reference but have limited precedential value. The PRC government has promulgated
a comprehensive system of laws, rules and regulations governing economic matters in general.
The overall effect of legislation over the past few decades has significantly enhanced the
protections afforded to various forms of foreign investment in the PRC. However, the PRC’s
legal system continues to develop and laws, regulations and rules are subject to amendment
from time to time. We cannot predict the effect of future developments in the PRC’s legal
system, including the promulgation of new laws, changes to existing laws or the interpretation
or enforcement thereof. These matters could affect the legal protections available to us and
other foreign investors, including you. In addition, litigation in general may be protracted and
result in substantial costs and diversion of our resources and management attention.

You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our Directors and management.

We are an exempted company incorporated in the Cayman Islands and substantially all of our
assets are located in mainland China and substantially all of our current operations are
conducted in mainland China as well. In addition, most of our current Directors and officers
are PRC nationals and residents of mainland China and substantially all of the assets of these
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persons are located in mainland China. It may be difficult, complicated and time-consuming for
investors to effect service of process upon us or those persons in mainland China for disputes
brought in courts outside mainland China.

On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements Between Parties Concerned ( < 5 A B B B T 1l BEL A 945 45 Il A 7 B0 725
Be AR LS AT AT R N el IR A R P R AP HIERAYZEPE) ) (the “2006 Arrangement”),
pursuant to which a party with an enforceable final court judgment rendered by any designated
PRC court or any designated Hong Kong court requiring payment of money in a civil and
commercial case according to a written choice of court agreement, may apply for recognition
and enforcement of the judgment in the relevant PRC court or Hong Kong court. A written
choice of court agreement is defined as any agreement in writing entered into between parties
after the effective date of the 2006 Arrangement in which a Hong Kong court or a PRC court
is expressly designated as the court having sole jurisdiction for the dispute.

On January 18, 2019, Hong Kong and the PRC entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region ( € A HLEL A H5 Fr Il A 7
B 1 B AH BB T RN T R P AR ZEHE) ) (the “2019 Arrangement”), which seeks
to establish a mechanism that promotes clarity and certainty for recognition and enforcement
of judgments in a wider range of civil and commercial matters between Hong Kong and the
PRC. On October 26, 2022, the Mainland Judgements in Civil and Commercial Matters
(Reciprocal Enforcement) Ordinance (the “Reciprocal Arrangement Ordinance”) was
passed. The effective date of the 2019 Arrangement and the Reciprocal Arrangement Ordinance
have yet to be announced and how they will be implemented remain uncertain.

Any failure to protect our distributors, customers and suppliers data, or the improper
collection, use or disclosure of such data, as well as the uncertainties surrounding the
cybersecurity review may subject us to the liabilities imposed by data privacy and
protection laws and regulations, which may negatively impact our reputation and
business.

In the ordinary course of our business, we may collect and use information provided by
distributors, customers and suppliers based on their consent, which may include their payment
services’ account names and other information. We are subject to various laws and regulations
regarding the collection, storage, sharing, use, disclosure and protection of personally
identifiable information and data.

In November 2016, the SCNPC promulgated the Cyber Security Law, which requires, among
others, that network operators take security measures to protect the network from unauthorized
interference, damage and unauthorized access and prevent data from being divulged, stolen or
tampered with. Network operators are also required to collect and use personal information in
compliance with the principles of legitimacy, properness, and necessity, and strictly within the
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scope of authorization by the subject of personal information unless otherwise prescribed by
laws or regulations. On August 20, 2021, SCNPC passed the PRC Personal Information
Protection Law ( (*PFEANRILABIME LG ER5#%1L) ), which became effective on
November 1, 2021. The PRC Personal Information Protection Law lays out the fundamental
rules for the collection, storage, use, processing, transmission, provision, disclosure, deletion
of personal information in mainland China. The PRC Personal Information Protection Law
further supplements the existing data protection regime previously established by the Cyber
Security Law and provides the circumstances under which a personal information processor
could process personal information, which include but not limited to, where the consent of the
individual concerned is obtained or where it is necessary for the conclusion or performance of
a contract to which the individual is a contractual party. The collection of personal information
should be conducted in a disciplined manner with as little impact on individuals’ rights and
interests as possible, and excessive collection of personal information is prohibited. Numerous
regulations, guidelines and other measures have been and are expected to be adopted under the
Cyber Security Law and the PRC Personal Information Protection Law. See “Regulatory
Overview — Regulations Relating to Information Security and Personal Information Protection”
for details.

Complying with these data privacy and protection laws and requirements may involve
substantial expenses or require us to alter or change our practices in a manner that may have
potential impacts on our business. We expect that we will continue to face uncertainty as to
whether our efforts to comply with evolving obligations under data protection, privacy and
security laws will be sufficient. In addition, any failure or perceived failure by us or our
business partners to comply with any applicable data privacy and protection laws and
regulations, or any failure by our employees to comply with our relevant internal policies and
measures, could subject us to legal proceedings, regulatory actions or penalties, which could
materially and adversely affect our business and results of operations.

Besides, the Measures for Cybersecurity Review ( (HH#EL2FEHL) ) stipulates the
mandatory requirement of cybersecurity review for companies which hold more than one
million users personal information when applying for a listing in a foreign country (4} I 11).
Our PRC Legal Advisors are of the view that such mandatory requirements of cybersecurity
review under the Article 7 of the Measures for Cybersecurity Review are applicable to
companies which are seeking a listing in a foreign country (B4t L T{7) and we are not required
to initiate a submission for cybersecurity review in connection with the Listing in Hong Kong
under the Article 7 of the Measures for Cybersecurity Review.

The Draft Cyber Data Security Regulations provides cross-border data transmission security
and cybersecurity review standards for listing abroad and in Hong Kong and the protection of
important data and personal information rights. According to the Draft Cyber Data Security
Regulations, data processors refer to individuals or organizations that independently determine
the purposes and methods of their data processing activities. If the listing in Hong Kong of a
data processor affects or may affect national security, or any other data processing activities of
a data processor affect or may affect national security, the data processor shall, in accordance
with relevant state provisions, apply for a cybersecurity review. Our PRC Legal Advisor has
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advised us that the Draft Cyber Data Security Regulations is applicable to the data processing
activities of our Company if the draft regulations were to be implemented in current form.
However, the Draft Cyber Data Security Regulations does not provide the standard to
determine the circumstances that would be determined to “affect or may affect national
security.” As of the Latest Practicable Date, the Draft Cyber Data Security Regulations was
released for public comments only and its final version and effective date are subject to change
and uncertainty, the Company is not bound by the requirements on cybersecurity review for the
proposed Listing in Hong Kong under the Draft Cyber Data Security Regulations as such

regulations have not come into effect now.

The regulatory regime on data privacy and security in mainland China is relatively new. The
interpretation and application of relevant laws, regulations and standards remain evolving. We
cannot assure you that governmental authorities will not interpret or implement the laws or
regulations in ways that present challenges for us in maintaining compliance. We may be
subject to investigations and inspections by government authorities regarding our compliance
with relevant laws and regulations. Any inability to adequately address data privacy and
security concerns, even if unfounded, or to comply with applicable data security and privacy
laws, regulations and standards, could result in additional cost and liability for us, damage our

reputation and harm our business.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares.

Prior to completion of the Global Offering, there has been no public market for our Shares.
There can be no guarantee that an active trading market for our Shares will develop or be
sustained after completion of the Global Offering. The Offer Price is the result of negotiations
between our Company and the Sole Global Coordinator (for itself and on behalf of the
Underwriters), which may not be indicative of the price at which our Shares will be traded
following completion of the Global Offering. The market price of our Shares may drop below
the Offer Price at any time after completion of the Global Offering.

The trading price of our Shares may be volatile, which could result in substantial losses
to you.

The trading price of our Shares may be volatile and could fluctuate widely in response to
factors beyond our control, including general market conditions of the securities markets in
Hong Kong, the PRC, the United States and elsewhere in the world. In particular, the
performance and fluctuation of the market prices of other companies with business operations
located mainly in mainland China that have listed their securities in Hong Kong may affect the
volatility in the price of and trading volumes for our Shares. A number of mainland
China-based companies have listed their securities, and some are in the process of preparing
for listing their securities, in Hong Kong. Some of these companies have experienced
significant volatility, including significant price declines after their initial public offerings. The
trading performances of the securities of these companies at the time of or after their offerings
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may affect the overall investor sentiment towards mainland China-based companies listed in
Hong Kong and consequently may impact the trading performance of our Shares. These broad
market and industry factors may significantly affect the market price and volatility of our
Shares, regardless of our actual operating performance.

Normally, a stabilizing manager acting on behalf of the underwriters may over-allocate or
effect short sales or any other stabilizing transactions with a view to stabilizing or maintaining
the market price of the offer shares at a level higher than that which might otherwise prevail
in the open market. However, given that we will not grant any over-allotment option to the
underwriters, no stabilizing manager has been appointed by us in connection to the Global
Offering and it is anticipated that no price stabilization activities will be conducted by any
underwriters, which may result in substantial losses for investors during the period when price

stabilization activities would normally have been conducted.

You will incur immediate and substantial dilution and may experience further dilution in
the future.

As the Offer Price of our Shares is higher than the net tangible book value per Share of our
Shares immediately prior to the Global Offering, purchasers of our Shares in the Global
Offering will experience an immediate dilution in pro forma net tangible book value. If we
issue additional Shares in the future, purchasers of our Shares in the Global Offering may
experience further dilution in their shareholding percentage.

The actual or perceived sale or availability for sale of substantial amounts of our Shares,
especially by our Directors, executive officers and Controlling Shareholders, could
adversely affect the market price of our Shares.

Future sales of a substantial number of our Shares, especially by our Directors, executive
officers and Controlling Shareholders, or the perception or anticipation of such sales, could
negatively impact the market price of our Shares in Hong Kong and our ability to raise equity
capital in the future at a time and price that we deem appropriate.

The Shares held by our Controlling Shareholders are subject to certain lock-up periods
beginning on the date on which trading in our Shares commences on the Stock Exchange.
While we currently are not aware of any intention of such persons to dispose of significant
amounts of their Shares after the expiry of the lock-up periods, we cannot assure you that they
will not dispose of any Shares they may own now or in the future.
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There is no assurance if and when we will pay dividends in the future.

Distribution of dividends will be at the discretion of our Board and subject to Shareholders’
approval. A decision to declare or pay dividends and the amount of such dividends will depend
on our future operations and earnings, capital requirements and surplus, general financial
conditions, contractual restrictions and other factors that our Directors consider relevant. As a
result, there can be no assurance whether, when and in what manner we will pay dividends in
the future.

Since there may be a gap of several Business Days between pricing and trading of our
Shares, holders of our Shares are subject to the risk that the price of our Shares could fall
during the period before trading of our Shares begins.

The Offer Price of our Shares is expected to be determined on the Price Determination Date.
However, our Shares will not commence trading on the Stock Exchange until they are
delivered, which is expected to be several Business Days after the Price Determination Date.
As a result, investors may not be able to sell or otherwise deal in our Shares during that period.
Accordingly, holders of our Shares are subject to the risk that the price of our Shares could fall
before trading begins as a result of adverse market conditions or other adverse developments
that could occur between the time of sale and the time trading begins.

The laws of the Cayman Islands relating to the protection of the interests of minority
shareholders may be different from those in Hong Kong.

Our corporate affairs are governed by the Articles of Association, the Cayman Companies Act
and the common law of the Cayman Islands. The laws of the Cayman Islands relating to the
protection of the interests of minority shareholders may differ in some respects from those
established under statutes or judicial precedents in existence in Hong Kong. This means that
the remedies available to our minority Shareholders may be different from those available
under the laws of Hong Kong or other jurisdictions. A summary of the constitution of our

Company and the Cayman Companies Act is set out in Appendix IV to this prospectus.

Facts and statistics in this prospectus may come from various sources and may not be fully
reliable.

Some of the facts and statistics in this prospectus are derived from various publications of
governmental agencies or publicly available sources that our Directors believe are reliable.
However, our Directors cannot guarantee the quality or reliability of such materials. Our
Directors believe that the sources of the information are appropriate and have taken reasonable
care in extracting and reproducing such information. They do not believe that such information
is false or misleading in any material aspect or that any material fact has been omitted that
would render such information false or misleading. The information has not been
independently verified by our Group, the Sole Sponsor, the Sole Overall Coordinator or any
other parties involved in the Global Offering and no representation is given as to its accuracy

or completeness. Due to the possibly flawed or ineffective sampling or discrepancies between
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published information and market practices or other reasons, such facts and statistics maybe
inaccurate or may not be comparable to official statistics. You should not place undue reliance
on them. You should consider how much weight or importance such facts or statistics carry and
should not place undue reliance on them.

Prospective investors should read the entire prospectus carefully and are strongly
cautioned against placing any reliance on the information in any press article or other
media coverage which contains information not being disclosed or which is inconsistent
with the information included in this prospectus.

You are strongly advised to read the entire prospectus carefully and are cautioned against
placing any reliance on the information in any press article or any other media coverage which
contains information not disclosed or not consistent with the information included in this
prospectus.

Prior to the completion of the Global Offering, there may be press and media coverage
regarding our Group and the Global Offering. Our Directors would like to emphasize to
prospective investors that we do not accept any responsibility for the accuracy or completeness
of such information and such information is not sourced from or authorized by our Directors
or our management team. Our Directors make no representation as to the appropriateness,
accuracy, completeness and reliability of any information or the fairness or appropriateness of
any forecast, view or opinion expressed by the press or other media regarding our Group or our
Shares. In making decisions as to whether to invest in our Shares, prospective investors should
rely only on the financial, operational and other information included in this prospectus.
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In preparation for the Global Offering, our Company has sought the following waivers and
exemption from strict compliance with the relevant provisions of the Listing Rules or the
Companies (Winding Up and Miscellaneous Provisions) Ordinance:

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have sufficient management presence
in Hong Kong. This normally means that at least two of our executive Directors must be
ordinarily resident in Hong Kong.

Our Company was incorporated as an exempted company with limited liability in the Cayman
Islands on February 18, 2009. The headquarters of our Company is located in mainland China
and a substantial portion of the business operations and management functions of our Group
are based outside of Hong Kong and in mainland China. Our Company has three executive
Directors and three senior management members, all of whom are based in mainland China and
are expected to continue to be based in mainland China. We consider that it is in the best
interests of our Company for our executive Directors and our senior management to be based
in the places where the Group has significant operations and it would be practically difficult,
unduly burdensome and costly to appoint additional executive Directors who are ordinarily
resident in Hong Kong.

We do not and, for the foreseeable future, will not have sufficient management presence in
Hong Kong for the purpose of satisfying the requirement under Rule 8.12 of the Listing Rules.
Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted,
a waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules.
In order to maintain effective communication with the Stock Exchange, we will put in place
the following measures in order to ensure that regular communication is maintained between
the Stock Exchange and us:

(a) our Company has appointed two authorized representatives pursuant to Rule 3.05 of the
Listing Rules. The two authorized representatives are Mr. Ni, our executive Director and
the chairman of our Board, and Ms. Chu Cheuk Ting, one of our joint company
secretaries. The authorized representatives will act as the principal channel of
communication between the Stock Exchange and our Company. Ms. Chu Cheuk Ting is
ordinarily resident in Hong Kong, and Mr. Ni will be available to visit Hong Kong and
meet with the Stock Exchange within a reasonable period of time upon request. The
authorized representatives will be readily contactable by the Stock Exchange by
telephone and/or email to deal promptly with any enquiries which may be made by the
Stock Exchange. Each of the authorized representatives is authorized to communicate on
behalf of our Company with the Stock Exchange. Additionally, Mr. Chan Chi Fung Leo,
our independent non-executive Director, is also ordinarily resident in Hong Kong and will
be readily contactable by the Stock Exchange to facilitate effective and timely

communications between our Company and the Stock Exchange;
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(b)

()

(d)

(e

®

each of the authorized representatives has means to contact all Directors (including the
independent non-executive Directors) promptly at all times as and when the Stock
Exchange wishes to contact the Directors on any matters. Our Company will implement
a policy whereby:

(i) each Director will provide his/her mobile phone number, office phone number and
email address to the authorized representatives;

(i1) each Director will provide his/her phone numbers or means of communication to the
authorized representatives when he/she is travelling; and

(iii) each Director will provide his/her mobile phone number, office phone number and
email address to the Stock Exchange;

in compliance with Rules 3A.19 of the Listing Rules, our Company has retained Jun Hui
International Finance Limited to act as the compliance adviser of our Company, who will
act as an additional channel of communication between the Stock Exchange and our
Company for the period commencing on the Listing Date and ending on the date that our
Company publishes its financial results for the first full financial year after the Listing
Date pursuant to Rule 13.46 of the Listing Rules. Our Company will ensure that the
compliance adviser has prompt access to our Company’s authorized representatives and
Directors who will provide to the compliance adviser such information and assistance as
the compliance adviser may need or may reasonably require in the course of performing
its duties. In the event our authorized representatives and our Directors are unavailable,
our compliance adviser will be available to answer enquiries from the Stock Exchange
and will act as the principal channel of communication between the Stock Exchange and
our Company;

our Company will inform the Stock Exchange promptly in respect of any change in our
Company’s authorized representatives and compliance adviser;

each Director who is not ordinarily resident in Hong Kong has confirmed that each of
them possesses valid travel documents to visit Hong Kong and can meet with the Stock
Exchange within a reasonable notice; and

our Company will retain a Hong Kong legal advisor to advise our Company on the

application of the Listing Rules and other applicable Hong Kong laws and regulations
after the Listing.
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WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 8.17 and 3.28 of the Listing Rules, our company secretary must be an
individual who, by virtue of his or her academic or professional qualifications or relevant
experience, is, in the opinion of the Stock Exchange, capable of discharging the functions of

company secretary.

Note 1 to Rule 3.28 of the Listing Rules stipulates that the Stock Exchange considers the
following academic or professional qualifications to be acceptable:

(a) a member of the Hong Kong Chartered Governance Institute;

(b) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the
Laws of Hong Kong); or

(c) a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).

Note 2 to Rule 3.28 of the Listing Rules further provides that in assessing “relevant
experience”, the Stock Exchange will consider the individual’s:

(a) length of employment with the issuer and other issuers and the roles he played;

(b) familiarity with the Listing Rules and other relevant law and regulations including the
SFO, Companies Ordinance, Companies (Winding Up and Miscellaneous Provisions)
Ordinance, and the Takeovers Code;

(c) relevant training taken and/or to be taken in addition to the minimum requirement under
Rule 3.29 (i.e. not less than 15 hours of relevant professional training in each financial
year); and

(d) professional qualifications in other jurisdictions.

We have appointed Mr. Chen Guosheng (“Mr. Chen”) as one of our joint company secretaries.
Our Directors are of the view that, considering Mr. Chen’s past management experience within
our Group, his thorough understanding of the internal administration and business operations
of our Group as well as his industry knowledge, he is a suitable person to act as a company
secretary of the Company. In addition, as our headquarters and principal business operations
are located in mainland China, our Directors believe that it is necessary to appoint Mr. Chen
as a company secretary whose presence in mainland China will enable him to attend to the
day-to-day corporate secretarial matters concerning our Group. However, as Mr. Chen does not
possess the qualification and sufficient relevant experience as stipulated in the Notes to Rule

3.28 of the Listing Rules, he is not able to solely fulfill the requirements as a company
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secretary of a listed issuer stipulated under Rules 3.28 and 8.17 of the Listing Rules. Therefore,
we have appointed Ms. Chu Cheuk Ting (“Ms. Chu”), who fulfils the requisite qualification
as required under Note 1 to Rule 3.28 of the Listing Rules, to act as the other joint company
secretary and to assist Mr. Chen to acquire all qualifications and experience as the company
secretary of our Company required under Rule 3.28 of the Hong Kong Listing Rules. Further
biographical details of Mr. Chen and Ms. Chu are set out in the section headed “Directors and
Senior Management” in this prospectus.

Apart from discharging her functions in her role as one of our joint company secretaries, Ms.
Chu will assist Mr. Chen in enabling him to acquire the relevant company secretary experience
as required under Rule 3.28 of the Listing Rules and to become familiar with the requirements
of the Listing Rules and other applicable Hong Kong laws and regulations. In addition, Mr.
Chen will also attend relevant professional training during each financial year as required
under Rule 3.29 of the Listing Rules.

Accordingly, we have applied for, and the Stock Exchange has granted, a waiver from strict
compliance with Rules 8.17 and 3.28 of the Listing Rules in respect of the appointment of Mr.
Chen as one of our joint company secretaries pursuant to Guidance Letter HKEX-GL108-20
on the following conditions:

(a) Mr. Chen must be assisted by Ms. Chu, who possesses the qualifications and experience
required under Rule 3.28 of the Listing Rules and is appointed as a joint company
secretary of our Company, throughout the validity period of the waiver; and

(b) the waiver is valid for a period of three years from the Listing Date and will be revoked
immediately if and when Ms. Chu ceases to provide such assistance or if there are
material breaches of the Listing Rules by our Company; and

(c) before the end of the three-year period, the qualifications and experience of Mr. Chen and
the need for on-going assistance of Ms. Chu will be further evaluated by the Company.
The Company will then endeavour to demonstrate to the Stock Exchange’s satisfaction
that Mr. Chen, having had the benefit of the assistance of Ms. Chu for the immediately
preceding three years, has acquired the relevant experience (within the meaning of Note
2 to Rule 3.28 of the Listing Rules) such that a further waiver from Rules 3.28 and 8.17
of the Listing Rules will not be necessary. The Company understands that the Stock
Exchange may revoke the waiver if Ms. Chu ceases to provide assistance to Mr. Chen
during the three-year period.
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WAIVER AND EXEMPTION IN RELATION TO THE PRE-IPO SHARE SCHEME

Rule 17.02(1)(b) of the Listing Rules requires our Company to disclose, among other things,
full details of all outstanding options and awards granted under the Pre-IPO Share Scheme
upon Listing. Paragraph 27 of Appendix 1A to the Listing Rules requires our Company to
disclose particulars including the consideration for which the options were or will be granted
and the price and duration of the options, and the names and addresses of the grantees under
the Pre-IPO Share Scheme.

Paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance requires our Company to disclose details of the number, description and
amount of any shares in or debentures of our Company which any person has, or is entitled to
be given, an option to subscribe for, together with certain particulars of each option, namely
(a) the period during which it is exercisable; (b) the price to be paid for shares or debentures
subscribed for under it; (c) the consideration (if any) given or to be given for it or for the right
to it; and (d) the names and addresses of the persons to whom it was given.

As of the Latest Practicable Date, our Company had granted options under the Pre-IPO Share
Scheme to a total of 108 eligible participants, including 14 Directors, senior management or
connected persons of our Company and 94 other employees of our Group, to acquire an
aggregate of 16,736,000 Shares (on the basis that the Global Offering and the Capitalization
Issue have been completed), representing 3.92% of the total number of Shares in issue
immediately after completion of the Global Offering and the Capitalization Issue (assuming no
Shares are issued pursuant to the Post-IPO Share Scheme) on the terms set out in “Statutory
and General Information — D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in
Appendix IV.

We have applied to the Stock Exchange and SFC, respectively for (i) a waiver from strict
compliance with the disclosure requirements under Rule 17.02(1)(b) of, and paragraph 27 of
Appendix 1A to, the Listing Rules; and (ii) a certificate of exemption under Section 342A of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance exempting the
Company from strict compliance with the disclosure requirements under paragraph 10(d) of
Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, on the ground that strict compliance with the above requirements would be unduly
burdensome for our Company for the following reasons:

(a) given that 108 grantees are involved, strict compliance with such disclosure requirements
in setting out full details of all the grantees under the Pre-IPO Share Scheme in this
prospectus would be costly and unduly burdensome for our Company in light of a
significant increase in cost and timing for information compilation, prospectus
preparation and printing;

(b) the grant and exercise in full of the options under the Pre-IPO Share Scheme will not
cause any material adverse impact to the financial position of our Company;
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(©)

(d)

non-compliance with the above disclosure requirements would not prevent our Company
from providing its potential investors with an informed assessment of the activities,
assets, liabilities, financial position, management and prospects of our Company; and

material information relating to the options under the Pre-IPO Share Scheme will be
disclosed in this prospectus, including the total number of Shares subject to the Pre-IPO
Share Scheme, the exercise price per Share, the potential dilution effect on the
shareholding and impact on earnings per Share upon full exercise of the options granted
under the Pre-IPO Share Scheme. The Directors consider that the information that is
reasonably necessary for potential investors to make an informed assessment in their
investment decision making process has been included in this prospectus.

In light of the above, our Directors are of the view that the grant of the waiver and exemption

sought under this application will not prejudice the interest of the investing public.

The Stock Exchange has agreed to grant to our Company a waiver under the Listing Rules on

condition that:

(a)

(b)

(c)

on an individual basis, full details of the options granted by the Company under the
Pre-IPO Share Scheme to (1) each of the Directors, the senior management and connected
persons of our Company; and (2) other grantees who have been granted options to
subscribe for 120,400 Shares or more will be disclosed in “Statutory and General
Information — D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in Appendix IV
including all the particulars required under Rule 17.02(1)(b) of, and paragraph 27 of
Appendix 1A to, the Listing Rules, and paragraph 10 of Part I of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance;

in respect of the options granted by the Company under the Pre-IPO Share Scheme to
remaining grantees (other than those set out in (a) above), disclosure will be made, on an
aggregate basis, categorized into lots based on the number of Shares underlying each
individual grantee being: 1 to 100,000 Shares and 100,001 to 120,399 Shares. For each
lot of Shares, the following disclosure will be made on an aggregated basis: (1) the
aggregate number of grantees and number of Shares underlying the options under the
Pre-IPO Share Scheme, (2) the consideration paid (if any) for the grant of the options
under the Pre-IPO Share Scheme and (3) the exercise period and the exercise price of the
options granted under the Pre-IPO Share Scheme, in “Statutory and General Information
— D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in Appendix IV;

aggregate number of Shares underlying the options granted under the Pre-IPO Share
Scheme and the percentage to our Company’s total issued share capital represented by
such number of Shares as of the Latest Practicable Date will be disclosed in “Statutory
and General Information — D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in
Appendix 1V;
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(d)

(e)

()

()

(h)

the potential dilution effect and impact on earnings per Share upon the full exercise of the
options under the Pre-IPO Share Scheme will be disclosed in “Statutory and General
Information — D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in Appendix IV;

a summary of the major terms of the Share Incentive Schemes will be disclosed in
“Statutory and General Information — D. Share Incentive Schemes — 1. Pre-IPO Share
Scheme” in Appendix IV;

the particulars of the waiver will be disclosed in this prospectus;

a full list of all the grantees (including the persons referred to in (a) above) containing all
the particulars as required under Rule 17.02(1)(b) and paragraph 27 of Appendix 1A of
the Listing Rules and paragraph 10 of Part I of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance will be made available for public
inspection as set out in “Documents Delivered to the Registrar of Companies in Hong
Kong and Available on Display” in Appendix V; and

the grant of a certificate of exemption under the Companies (Winding Up and
Miscellaneous Provisions) Ordinance from the SFC exempting our Company from the
disclosure requirements provided in paragraph 10(d) of Part I of the Third Schedule to the

Companies (Winding Up and Miscellaneous Provisions) Ordinance.

The SFC has agreed to grant to our Company the certificate of exemption under section 342A

of the Companies (Winding Up and Miscellaneous Provisions) Ordinance on condition that:

(a)

full details of the options granted by the Company under the Pre-IPO Share Scheme to (1)
each of the Directors, the senior management and connected persons of our Company; and
(2) other grantees who have been granted options to subscribe for 120,400 Shares or more
will be disclosed in “Statutory and General Information — D. Share Incentive Schemes —
1. Pre-IPO Share Scheme” in Appendix IV and such details to include all the particulars
required under paragraph 10 of Part I of the Third Schedule to the Companies (Winding

Up and Miscellaneous Provisions) Ordinance;
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(b) in respect of the options granted by the Company under the Pre-IPO Share Scheme to
remaining grantees (other than those set out in (a) above), disclosure will be made, on an
aggregate basis, categorized into lots based on the number of Shares underlying each
individual grantee being: 1 to 100,000 Shares and 100,001 to 120,399 Shares. For each
lot of Shares, the following disclosure will be made on an aggregated basis: (1) the
aggregate number of grantees and number of Shares underlying the options under the
Pre-IPO Share Scheme, (2) the consideration paid (if any) for the grant of the options
under the Pre-IPO Share Scheme and (3) the exercise period and the exercise price of the
options granted under the Pre-IPO Share Scheme, in “Statutory and General Information
— D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in Appendix IV;

(c) afull list of all the grantees (including the persons referred to in (a) above) who have been
granted the options under the Pre-IPO Share Scheme, containing all the particulars as
required in paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, will be made available for public inspection as
set out in “Documents Delivered to the Registrar of Companies in Hong Kong and
Available on Display” in Appendix V; and

(d) the particulars of the exemption will be disclosed in this prospectus, and this prospectus
will be issued on or before September 28, 2023.

Further details of the Pre-IPO Share Scheme are set out in “Statutory and General Information
— D. Share Incentive Schemes — 1. Pre-IPO Share Scheme” in Appendix IV.

PROPOSED SUBSCRIPTION OF OFFER SHARES BY HAINAN DONGFANG
THROUGH GALAXY JINHUI SECURITIES ASSET MANAGEMENT CO., LTD.

Paragraph 5(1) of Appendix 6 to the Listing Rules provides that, unless with the prior written
consent of the Stock Exchange, no allocations will be permitted to “connected clients” of the
overall coordinator or any syndicate member (other than the overall coordinator).

Paragraph 13(7) of the Appendix 6 states that “connected client” in relation to an exchange
participant means any client which is a member of the same group of companies as such
exchange participant.

For the purpose of the cornerstone investment, Hainan Dongfang Runze Private Equity Fund
Management Co., Ltd (V&FH 7 IR SR SEHAR/AF) (“Hainan Dongfang”) has
engaged Galaxy Jinhui Securities Asset Management Co., Ltd. (“Galaxy Jinhui”), an asset
manager that is a qualified domestic institutional investor (QDII) as approved by the relevant
PRC authority, to subscribe for and hold such number of Offer Shares as set out in the section
headed “Cornerstone Investors” on a discretionary basis on behalf of Hainan Dongfang. As
each of Galaxy Jinhui and China Galaxy International Securities (Hong Kong) Co., Limited
(“CGIS”) (as one of the Joint Bookrunners and Joint Lead Managers) is a wholly-owned
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES
AND EXEMPTIONS FROM COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

subsidiary of China Galaxy Securities Co., Ltd. and thus a member of a group of companies
controlled by China Galaxy Securities Co., Ltd., Galaxy Jinhui is a “connected client” (a
“Connected Client”) of CGIS for the purpose of paragraph 13(7) of Appendix 6 to the Listing
Rules.

We have applied to the Stock Exchange for, and the Stock Exchange has granted to us, its
consent under paragraph 5(1) of Appendix 6 to the Listing Rules to permit Hainan Dongfang
to participate in the Global Offering through Galaxy Jinhui as a cornerstone investor subject

to the following conditions:

(a) Galaxy Jinhui will hold Shares on behalf of Hainan Dongfang, which is an Independent
Third Party of the Company;

(b) the cornerstone investment agreement to be entered into with Hainan Dongfang will not
contain any material term which is more favorable to Hainan Dongfang (through Galaxy
Jinhui as the asset manager) than those in other cornerstone investment agreements;

(c) CGIS has not participated, and will not participate, in the decision-making process of
relevant discussions among the Company, the Sole Overall Coordinator and the
Underwriters as to whether shares will be allocated to Hainan Dongfang (through Galaxy
Jinhui as the asset manager) as a cornerstone investor;

(d) no preferential treatment has been, nor will be, given to the Connected Client other than
the preferential treatment of assured entitlement to Hainan Dongfang (through Galaxy
Jinhui as the asset manager) under a cornerstone investment following the principles set
out in the Stock Exchange Guidance Letter HKEXGL51-13;

(e) each of the Sole Overall Coordinator, the Company, CGIS and the Connected Client has
provided the Stock Exchange a written confirmation in accordance with the Stock

Exchange Guidance Letter HKEX-GL85-16; and

(f) details of the allocation have been disclosed in this prospectus and will be disclosed in
the allotment results announcement.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY STATEMENT

This prospectus, for which our Directors (including any proposed Director who is named as
such in this prospectus) collectively and individually accept full responsibility, includes
particulars given in compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules (Chapter 571V
of the Laws of Hong Kong) and the Listing Rules for the purpose of giving information with
regard to us. Our Directors, having made all reasonable enquiries, confirm that to the best of
their knowledge and belief, the information contained in this prospectus is accurate and
complete in all material respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or this prospectus misleading.

CSRC FILING

On July 5, 2023, the CSRC publicly informed us that they have confirmed our Company’s
overseas offering and listing information submitted to them, and therefore, we have completed
the CSRC filing for application of listing of the Shares on the Stock Exchange and the Global
Offering. The CSRC accepts no responsibility for our financial soundness nor for the accuracy
of any of the statements made or opinions expressed in this prospectus or in the GREEN
Application Form.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the GREEN Application Form set out the terms and conditions of the Hong
Kong Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the GREEN Application Form and on the terms
and subject to the conditions set out herein and therein. No person is authorized to give any
information in connection with the Global Offering or to make any representation not
contained in this prospectus and the GREEN Application Form, and any information or
representation not contained in this prospectus and the GREEN Application Form must not be
relied upon as having been authorized by our Company, the Sole Sponsor, the Sole Overall
Coordinator, the Sole Global Coordinator, the Joint Bookrunners, the Joint Lead Managers and
any of the Underwriters, any of our or their respective directors, agents, employees or advisers
or any other party involved in the Global Offering.

The Listing is sponsored by the Sole Sponsor and the Global Offering is managed by the Sole
Overall Coordinator. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters under the terms and conditions of the Hong Kong Underwriting Agreement and
is subject to us and the Sole Overall Coordinator (on behalf of the Hong Kong Underwriters)
agreeing on the Offer Price. The International Offering is expected to be fully underwritten by
the International Underwriters subject to the terms and conditions of the International
Underwriting Agreement, which is expected to be entered into on or around the Price
Determination Date.
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If, for any reason, the Offer Price is not agreed among us and the Sole Overall Coordinator (on
behalf of the Hong Kong Underwriters), the Global Offering will not proceed and will lapse.
For full information about the Underwriters and the underwriting arrangements, please see the
section headed “Underwriting” for further details.

Neither the delivery of this prospectus nor any offering, sale or delivery made in connection
with the Shares should, under any circumstances, constitute a representation that there has been
no change or development reasonably likely to involve a change in our affairs since the date
of this prospectus or imply that the information contained in this prospectus is correct as of any

date subsequent to the date of this prospectus.

PROCEDURES FOR APPLICATION FOR THE HONG KONG OFFER SHARES

The procedures for applying for the Hong Kong Offer Shares are set forth in the section headed
“How to Apply for Hong Kong Offer Shares” and in the GREEN Application Form.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in the
section headed “Structure of the Global Offering.”

RESTRICTIONS ON OFFERS AND SALES OF THE SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware of
the restrictions on offers of the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this prospectus and/or the GREEN Application Form in any jurisdiction other
than in Hong Kong. Accordingly, this prospectus and/or the GREEN Application Form may
not be used for the purposes of, and does not constitute, an offer or invitation in any
jurisdiction or in any circumstances in which such an offer or invitation is not authorized or
to any person to whom it is unlawful to make such an offer or invitation. The distribution of
this prospectus and the offering of the Offer Shares in other jurisdictions are subject to
restrictions and may not be made except as permitted under the applicable securities laws of
such jurisdictions and pursuant to registration with or authorization by the relevant securities

regulatory authorities or an exemption therefrom.
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APPLICATION FOR LISTING OF THE SHARES ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the listing of, and permission to deal in the Shares
in issue and to be issued pursuant to (i) the Global Offering and the Capitalization Issue; and
(i1) the Post-IPO Share Scheme.

No part of our equity or debt securities is listed on or dealt in on any other stock exchange and
no such listing or permission to list is being or proposed to be sought in the near future.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on Thursday, October
12, 2023. The Shares will be traded in board lots of 500 Shares each. The stock code of the
Shares will be 2451.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of,
and permission to deal in, the Shares on the Stock Exchange is refused before the expiration
of three weeks from the date of the closing of the application lists, or such longer period (not
exceeding six weeks) as may, within the said three weeks, be notified to our Company by or
on behalf of the Stock Exchange.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, the Shares and we comply
with the stock admission requirements of HKSCC, the Shares will be accepted as eligible
securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the
Listing Date or any other date as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second settlement
day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

Investors should seek the advice of their stockbroker or other professional advisor for details

of the settlement arrangement as such arrangements may affect their rights and interests. All
necessary arrangements have been made to enable the Shares to be admitted into CCASS.
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PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisors if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding or disposing of, or dealing in, the Shares
or exercising any rights attaching to the Shares. We emphasize that none of our Company, the
Sole Global Coordinator, the Joint Bookrunners, the Joint Lead Managers, the Sole Sponsor,
the Sole Overall Coordinator, the Underwriters, any of our or their respective directors, officers
or representatives or any other person involved in the Global Offering accepts responsibility
for any tax effects or liabilities resulting from your subscription, purchase, holding or

disposing of, or dealing in, the Shares or your exercise of any rights attaching to the Shares.
REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our Principal Share
Registrar and Transfer Office, Maples Fund Services (Cayman) Limited, in the Cayman
Islands, and our Company’s Hong Kong register of members will be maintained by the Hong
Kong Share Registrar, Tricor Investor Services Limited, in Hong Kong. Unless our Directors
otherwise agree, all transfer and other documents of title of Shares must be lodged for
registration with and registered by the Hong Kong Share Registrar and may not be lodged in
the Cayman Islands.

Dealings in our Shares registered on our Hong Kong register of members will be subject to
Hong Kong stamp duty. The stamp duty is charged to each of the seller and purchaser at the
ad valorem rate of 0.13% of the consideration for, or (if greater) the value of, the Shares
transferred. In other words, a total of 0.26% is currently payable on a typical sale and purchase
transaction of the Shares. In addition, a fixed duty of HK$5 is charged on each instrument of
transfer (if required).

APPROVALS REQUIRED FOR THE LISTING

We have completed the CSRC filing for application of listing of the Shares on the Stock
Exchange and the Global Offering. According to our PRC Legal Advisors, no other approvals
from the CSRC are required to be obtained for the listing of the Shares on the Stock Exchange.
The Listing does not require the approval of any other government authorities under the current
laws, regulations and rules of the PRC or the Cayman Islands.

EXCHANGE RATE CONVERSION

Unless otherwise specified, amounts denominated in RMB, US$ and HKS$ have been translated,
for the purpose of illustration only, into Hong Kong dollars in this prospectus at the following
exchange rates: RMB1.00: HK$1.09095, US$1.00: RMB7.17360 and US$1.00: HK$7.82606.

No representation is made that any amounts in RMB or US$ were or could have been or could

be converted into Hong Kong dollars at such rates or any other exchange rates on such date or
any other date.
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ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them.

LANGUAGE

If there is any inconsistency between this prospectus and its Chinese translation, this
prospectus shall prevail, provided that if there is any inconsistency between the Chinese names
of the entities or enterprises established in the PRC mentioned in this prospectus and their
English translations, the Chinese names shall prevail. The English translations of the Chinese
names of such PRC entities or enterprises are provided for identification purposes only.

OTHER
Unless otherwise specified, all references to any shareholdings in our Company following the

completion of the Global Offering and the Capitalization Issue assume that no Shares are
issued under the Post-IPO Share Scheme.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Address Nationality
Executive Directors
Mr. Ni Jie (fiit#) No. 168 Shicheng Street Chinese
Jinhua Industry Zone
Zhejiang Province, China
Ms. Hu Jihong (BHAE4L) No. 168 Shicheng Street Chinese
Jinhua Industry Zone
Zhejiang Province, China
Mr. Chen Guosheng (BEZR) Flat 202, Unit 3, Building C05 Chinese
Dongfang Mingzhu
Duohu Street
Jindong District, Jinhua City
Zhejiang Province, China
Non-Executive Director
Mr. David Ross Dingman Ocean View Villa E20 at Bahamian
(alias Mr. David R. Albany Resort
Dingman) 127 S. Ocean Rd.
Nassau, NP Bahamas
Independent Non-Executive
Directors
Mr. Wu Xiaoya (5%/NER) Room 506, Building 1 Chinese
Yiju Times Apartment
No. 468 Huangshan Road
Shushan District, Hefei City
Anhui Province, China
Mr. Peng Haitao (Ziff) Room B, No. 51, Kangxing Garden Chinese
Lane 358, Guilin West Street
Xuhui District
Shanghai, China
Mr. Liu Bobin (B1%X) Room 801, Unit 2, Building 2 Chinese
No. 1 Qingliangmen Street
Gulou District, Nanjing, China
Mr. Chan Chi Fung Leo Flat B, Floor 21, Tsui King Court Chinese

(BRE %)

18 Water Street, Sai Ying Pun
Central and Western
Hong Kong

(Hong Kong)

Further information about our Directors and other senior management members is set out in the

section headed “Directors and Senior Management.”
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor, Sole Overall Coordinator, China Securities (International)
Sponsor-Overall Coordinator and Corporate Finance Company Limited
Sole Global Coordinator 18/F

Two Exchange Square
8 Connaught Place, Central
Hong Kong

Joint Bookrunners China Securities (International)
Corporate Finance Company Limited
18/F
Two Exchange Square
8 Connaught Place, Central
Hong Kong

TFI Securities and Futures Limited
Suite 1108-1111, 11/F, Nexxus Building
41 Connaught Road Central

Central

Hong Kong

ABCI Capital Limited

11/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

Guotai Junan Securities (Hong Kong)
Limited

26/F-28/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

CMB International Capital Limited
45/F, Champion Tower

3 Garden Road Central

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong
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SPDB International Capital Limited
33/F, SPD Bank Tower, One Hennessy
1 Hennessy Road

Hong Kong

Daiwa Capital Markets Hong Kong
Limited

Level 28 One Pacific Place

88 Queensway

Hong Kong

Valuable Capital Limited

Room 3606, 36/F

China Merchants Tower, Shun Tak Centre
168-200 Connaught Road Central

Hong Kong

Livermore Holdings Limited
Unit 1214A, 12/F

Tower II Cheung Sha Wan Plaza
833 Cheung Sha Wan Road
Kowloon

Hong Kong

Futu Securities International
(Hong Kong) Limited

Unit C1-2, 13/F, United Centre
No. 95 Queensway Admiralty
Hong Kong

SBI China Capital Financial Services
Limited

4/F, Henley Building

No. 5 Queen’s Road Central

Hong Kong

China Galaxy International Securities
(Hong Kong) Co., Limited

20/F Wing On Centre

111 Connaught Road Central

Hong Kong
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Joint Lead Managers China Securities (International)
Corporate Finance Company Limited
18/F
Two Exchange Square
8 Connaught Place, Central
Hong Kong

TFI Securities and Futures Limited
Suite 1108-1111, 11/F, Nexxus Building
41 Connaught Road Central

Central

Hong Kong

ABCI Securities Company Limited
10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

Guotai Junan Securities (Hong Kong)
Limited

26/F-28/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

CMB International Capital Limited
45/F, Champion Tower

3 Garden Road Central

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

SPDB International Capital Limited
33/F, SPD Bank Tower, One Hennessy
1 Hennessy Road

Hong Kong
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Daiwa Capital Markets Hong Kong
Limited

Level 28 One Pacific Place

88 Queensway

Hong Kong

Valuable Capital Limited

Room 3606, 36/F

China Merchants Tower, Shun Tak Centre
168-200 Connaught Road Central

Hong Kong

Livermore Holdings Limited
Unit 1214A, 12/F

Tower II Cheung Sha Wan Plaza
833 Cheung Sha Wan Road
Kowloon

Hong Kong

Futu Securities International
(Hong Kong) Limited

Unit C1-2, 13/F, United Centre
No. 95 Queensway Admiralty
Hong Kong

SBI China Capital Financial Services
Limited

4/F, Henley Building

No. 5 Queen’s Road Central

Hong Kong

China Galaxy International Securities
(Hong Kong) Co., Limited

20/F Wing On Centre

111 Connaught Road Central

Hong Kong

Legal Advisors to Our Company As to Hong Kong laws:

Han Kun Law Offices LLP
Rooms 3901-05

39/F., Edinburgh Tower

The Landmark

15 Queen’s Road Central
Hong Kong
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As to PRC Law:

Han Kun Law Offices
9/F, Office Tower C1
Oriental Plaza

1 East Chang An Ave.
Dongcheng District
Beijing 100738, PRC

As to Cayman Islands laws:

Maples and Calder (Hong Kong) LLP
26th Floor, Central Plaza

18 Harbour Road

Wanchai, Hong Kong

As to International Sanctions laws:

Stephen Peepels

51 Tung Street, 1°* Floor
Meehan House

Sheung Wan

Hong Kong

Legal Advisors to the Sole Sponsor and As to Hong Kong laws:
the Underwriters
Dentons Hong Kong LLP
Suite 3201, 32/F
Jardine House, 1 Connaught Place
Central, Hong Kong

As to PRC Law:

Grandall Law Firm (Beijing)
9/F, Taikang Financial Tower

No. 38 North Dongsanhuan Road
Chaoyang District, Beijing 100026
China

Auditor and Reporting Accountant PricewaterhouseCoopers
Certified Public Accountants and Registered
Public Interest Entity Auditor
22/F
Prince’s Building, Central
Hong Kong SAR
China
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Industry Consultant Frost & Sullivan (Beijing) Inc.
Unit 2401-02, Level 24
China World Office 2
1 Jianguomenwai Avenue
Chaoyang District, Beijing 100004
China

Special Internal Control Consultant Protiviti Shanghai Co., Ltd.
Room 1915-16, Building 2
International Commerce Centre
No. 288 South Shaanxi Road
Xuhui District
Shanghai, 200030, China

Receiving Banks China CITIC Bank International Limited
61-65 Des Voeux Road Central
Hong Kong

CMB Wing Lung Bank Limited
1207-1209, 12/F, CMB Wing Lung
Bank Centre

636 Nathan Road, Kowloon

Hong Kong
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Registered Office P.O. Box 309, Ugland House
Grand Cayman, KY1-1104
Cayman Islands

Headquarters No. 168 Shicheng Street
Jinhua Industry Zone
Zhejiang Province
China

Principal Place of Business in Hong Kong 31/F., Tower Two
Times Square, 1 Matheson Street
Causeway Bay
Hong Kong

Company’s Website www.luyuan.cn

(Note: the information on this website does

not form part of this prospectus)

Joint Company Secretaries Ms. Chu Cheuk Ting (KR£EE) (ACG,
HKACG)
31/F., Tower Two, Times Square
1 Matheson Street
Causeway Bay
Hong Kong

Mr. Chen Guosheng (PREZR[ES)
Flat 202, Unit 3, Building CO05
Dongfang Mingzhu

Duohu Street

Jindong District, Jinhua City
Zhejiang Province, China

Authorized Representatives Mr. Ni Jie ({#38)
No. 168 Shicheng Street
Jinhua Industry Zone
Zhejiang Province, China

Ms. Chu Cheuk Ting (K£1¥) (ACG,
HKACG)

31/F., Tower Two, Times Square

1 Matheson Street

Causeway Bay

Hong Kong
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Audit Committee

Remuneration Committee

Nomination Committee

Strategic and Investment Committee

The Cayman Islands Principal Share

Registrar and Transfer Office

Hong Kong Share Registrar

Compliance Adviser

Principal Bank

Mr. Wu Xiaoya (Chairman)
Mr. Liu Bobin
Mr. Peng Haitao

Mr. Liu Bobin (Chairman)
Ms. Hu Jihong
Mr. Wu Xiaoya

Mr. Liu Bobin (Chairman)
Ms. Hu Jihong
Mr. Wu Xiaoya

Mr. Ni Jie (Chairman)
Ms. Hu Jihong
Mr. Peng Haitao

Maples Fund Services (Cayman) Limited
PO Box 1093, Boundary Hall

Cricket Square

Grand Cayman KY1-1102

Cayman Islands

Tricor Investor Services Limited
17/F, Far East Finance Centre

16 Harcourt Road

Hong Kong

Jun Hui International Finance Limited
Unit 1406, Office Plus

93-103 Wing Lok Street

Sheung Wan, Hong Kong

Agricultural Bank of China Limited
Jinhua Economic
Development Zone Branch

No. 216, Bayi South Street

Jinhua City

Zhejiang Province, China

- 108 —



INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
prospectus were extracted from different official government publications, available
sources from public market research and other independent sources, and from the
independent industry report prepared by Frost & Sullivan. We believe that the sources
of such information are appropriate sources for such information, and we have taken
reasonable care in extracting and reproducing such information. We have no reason to
believe that such information and statistics are false or misleading or that any fact has
been omitted that would render such information and statistics false or misleading in
any material respect. The information from official government sources has not been
independently verified by us, the Sole Sponsor, the Sole Overall Coordinator, Sole
Global Coordinator, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of their respective directors, officers, employees, advisers or agents,
or any other persons or parties involved in the Global Offering, and no representation
is given as to the accuracy or completeness of such information and statistics.

SOURCE OF INFORMATION

We commissioned Frost & Sullivan, an independent market research consulting firm which is
principally engaged in the provision of market consultancy services, to conduct a study of the
electric two-wheeled vehicle market and electric two-wheeled vehicle service and shared
mobility market. Founded in 1961, Frost & Sullivan has over 40 global offices with more than
2,000 industry consultants, market research analysts, technology analysts and economists. We
agreed to pay Frost & Sullivan a fee of RMB900,000 for the preparation of the Frost & Sullivan
Report. Our Directors confirm to the best of their knowledge, and after making reasonable
enquiries, that there have been no material adverse changes in the industry since the date of the
Frost & Sullivan Report which may qualify, contradict or have an impact on the information
set out in this section.

During the preparation of the Frost & Sullivan Report, Frost & Sullivan conducted primary
research that involved discussing the status of the industry with industry participants and
industry experts, as well as secondary research that involved reviewing company reports,
independent research reports and Frost & Sullivan’s own database. The Frost & Sullivan
Report was compiled based on the following assumptions: (i) mainland China’s economy is
likely to maintain steady growth in the next decade; (ii) mainland China’s social, economic,
and political environment is likely to remain stable from 2022 to 2026; and (iii) increasing
needs of electric two-wheeled vehicles are likely to drive the future growth of the industry. The
impact of COVID-19 has been incorporated in the assumptions.

OVERVIEW OF THE TWO-WHEELED VEHICLE MARKET
Based on power types, two-wheeled vehicles can be generally segmented into three types: (i)

bicycles which solely rely on rider’s physical effort for propulsion, (ii) electric two-wheeled
vehicles which either combine electric power and human power or solely rely on electric
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power, and (iii) fuel-powered motorcycles powered by internal combustion engines fueled by
gasoline or diesel. In recent years, the global and mainland China transportation sector has
witnessed a paradigm shift towards sustainable and eco-friendly mobility solutions. As part of
this transition, electric two-wheeled vehicles have emerged as a promising alternative to
traditional fuel-powered motorcycles. Increasing environmental regulations and policies may
lead to a shift in consumer preferences towards electric two-wheeled vehicles, which have
lower or zero emissions and are considered more eco-friendly. As a result, electric two-wheeled
vehicles are likely to keep penetrating into the market share of fuel-powered motorcycles. In
2022, total sales volume of two-wheeled vehicles reached to 83.9 million units, representing
a CAGR of 12.4% from 2018 to 2022, among which the electric two-wheeled vehicles
accounted for 72.3% share. Going forward, driven by favorable policies especially the
emission regulations, the growth of electric two-wheeled vehicles will outpace the total
two-wheeled vehicle market in mainland China, and account for 76.6% market share in 2027.

Two-wheeled Vehicle Sales Volume, Breakdown by Power Types, Mainland China,

2018-2027E
CAGR 2018-2022 2023E-2027E
[ Electric two-wheeled vehicles 17.1% 4.6%
[ Fuel-powered Motorcycles -7.0% -8.2%
M Bicycles 9.0% 27%
Total 12.4% 3.5%

Million units

100.8

2018 2019 2020 2021

2023E 2024E
Source: China Bicycle Association, China Chamber of Commerce for Motorcycle, CAAM, Frost & Sullivan

OVERVIEW OF THE ELECTRIC TWO-WHEELED VEHICLE MARKET

Definitions and Classifications of Electric Two-wheeled Vehicles

In mainland China, electric two-wheeled vehicles are generally divided into three categories,
namely, electric bicycles, electric mopeds and electric motorcycles. Electric bicycles usually
retain the riding function and are comparatively light and portable. They usually resemble the
look of an ordinary bicycle coated by fewer plastic parts and exposed with more vehicle frame.
The battery is typically placed behind the pedal or the seat. The appearance of an electric
moped is closer to that of a motorcycle, with more plastic parts coated and less vehicle frame
exposed. As compared to electric bicycles, electric mopeds have larger motor power, longer
driving range, and larger loading capacity. Electric motorcycles have similar appearance to that
of electric mopeds, with plastic parts coating most parts of the vehicle body. Among the three
categories of electric two-wheeled vehicles, electric motorcycles generally have the largest
motor power and loading capacity. Electric motorcycles also have comparatively stronger

- 110 -



INDUSTRY OVERVIEW

braking system, and better performance overall. Specific qualification and permission are
needed to produce electric mopeds and electric motorcycles. The table below sets forth the

parameters and basic information of electric bicycles, electric mopeds and electric

motorcycles:

Electric bicycles

Electric mopeds

Electric
motorcycles

National Standard GB17761-2018

GB/T24158-2018

GB/T24158-2018

Production Qualification No requirement Required Required
CCC Certification Required Required Required
Motor Power =400W 400W-4kW >4kW
(non-compulsory)  (non-compulsory)
Battery =48V No requirement No requirement
Top Speed =25km/h =50km/h >50km/h
Curb Weight =55kg No requirement No requirement
Carriage of people One child under Prohibited One person
twelve depending
on region
Driver’s License No requirement D, E, F license D, E License
Average Retail Price for 2022 1.60 2.73 3.82

(RMB thousand)

Source: Frost & Sullivan

Overview of the Global Electric Two-wheeled Vehicles Market

Sales of electric two-wheeled vehicles have grown rapidly in major global economies over the
past five years, driven by emission reduction policies and the advancement of electric motor
and battery technologies. Among which, mainland China is the most attractive market for
electric two-wheeled vehicles with its total sales volume accounting for 74.3% of the global
total sales volume in 2022. The global total sales of electric two-wheeled vehicles increased
from 38.5 million units in 2018 to 74.0 million units in 2022 with a CAGR of 20.7%. In the
future, major global economies are expected to put forward more stringent emission reduction
policies, promoting the wider adoption of green mobilities and higher replacement ratio of
traditional motorcycles. As a result, the global total sales of electric two-wheeled vehicles are
expected to reach 131.1 million units in 2027 with a CAGR of 9.5% from 2023 to 2027. The
following diagram illustrates the global market size of electric two-wheeled vehicles by region.
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Market Size of Electric Two-wheeled Vehicles, Global, 2018-2027E

CAGR 2018-2022 2023E-2027E
[ ] china 17.1% 4.6%
- RoW 35.9% 19.4%
Global 20.7% 9.5% 1311
120.5
110.1
100.3
91.1
Million units 018 772
: 742
71.0
65.6
59.0 67.8

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Source: Society of Manufacturers of Electric Vehicles, National Bicycle Dealers Association, Confederation of the
European Bicycle Industry, The European Association of Motorcycle Manufacturers, Frost & Sullivan

Overview of the Electric Two-wheeled Vehicles Market in Mainland China

Since the passing of the New National Standards in 2019 which promoted the development of
the market in the direction of standardized production and safe riding, the electric two-wheeled
vehicles market in mainland China is currently in the upgrade and transformation stage. This
stage is also characterized by the wider application of connectivity and smart functions which
promoted the extension of the value chain and emergence of new business models such as
shared mobility and value-added entertainment services. The increasing penetration rate of
lithium-ion battery powered electric two-wheeled vehicles and the development of battery
swapping services in this stage are expected to further improve user experience.

Participants in the value chain of electric two-wheeled vehicle in mainland China consist of
raw material suppliers, parts manufacturers, electric two-wheeled vehicle manufacturers,
distributors and customer service providers. Midstream manufacturers are impacted by price
fluctuations of raw materials and parts as well as downstream demand and market preference.
The following diagram illustrates the value chain of mainland China’s electric two-wheeled
vehicle market.
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Mainland China’s electric two-wheeled vehicle industry had been in its mature stage for many
years from 2013 to 2019 which was characterized by slower growth, higher market
concentration and initial emergence of food delivery, e-commerce and on-demand delivery and
smart technologies. Nevertheless, total sales volume of two-wheeled vehicles in mainland
China increased from 32.3 million units in 2018 to 60.7 million units in 2022, representing a
CAGR of 17.1%, as the passing of the New National Standards in 2019 promoted the phase-out
of disqualified vehicles and stimulated enormous replacement demand and marked the
commencement of the upgrade and transformation stage.

Pursuant to the New National Standards, electric two-wheeled vehicles that did not meet the
New National Standards and was purchased before April 15, 2019 will be subject to a transition
period of approximately 5 years. After the transition period, electric two-wheeled vehicles that
do not meet the requirements of the New National Standards will be prohibited on road. Tier
1 and 2 cities such as Beijing, Hangzhou, and Lanzhou offered a 3-year transitional period, but
other cities such as Wuxi, Tianjin, and Nanning offered a 5-year transitional period, aiming to
avoid unnecessary waste of resources caused by early retirement of electric two-wheeled
vehicles that do not meet the requirement of the New National Standards.

Beyond the implementation of the New National Standards and favorable policies, developing
platform economy and smart technologies are also major driving factors in mainland China’s
electric two-wheeled vehicle market. The prosperity of urban retailing and online shopping has
generated strong demand for on-demand delivery service, where electric two-wheeled vehicles
are widely used by, for example, courier and delivery service providers, due to efficiency and
flexibility. Additionally, the application of new technologies such as Al and connectivity can
realize new functions or features such as real-time location, navigation, smart battery
management systems and security functions, which will boost the performance of electric
two-wheeled vehicles and attract more customers from younger generations. As a result, with
the New National Standards playing a key role in driving the large-scale demand for
replacement and upgrading of electric two-wheeled vehicles in mainland China since April
2019 coupled with these factors, the sales volume of electric two-wheeled vehicles in mainland
China in 2022 reached 60.7 million units with a high CAGR of 17.1% as compared to that in
2018 and mainland China achieved status as the largest electric two-wheeled vehicle market in
the world.
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However, large-scale vehicle replacement needs could decrease after the New National
Standards has been fully implemented, and as the market matures and evolves, signs of a
slowdown are becoming apparent. With the expanding customer base from both business side
and individual consumer side, total sales volume of electric two-wheeled vehicles market in
mainland China is expected to reach 77.2 million units in 2027, albeit with a contrastingly
lower CAGR of 4.6% from that in 2023.

Nevertheless, while it should be noted that the growth rate of 4.6% in the forecast period is
contrastingly lower than 17.1% in the historical period, due in part to the high base of mainland
China’s electric two-wheeled vehicle market size, the overall scale and the market space of
mainland China’s electric two-wheeled vehicle market remain considerable. On the other hand,
under the impetus of the New National Standards, the electric two-wheeled vehicle market will
turn into benign competition focusing on product quality and brand power. Small and
medium-sized manufacturers without strong research and development capabilities and
manufacturing and sales network capabilities will be gradually eliminated. Leading companies
will gain more obvious competitive advantages by virtue of their own strength.

The following diagram illustrates the market size of electric two-wheeled vehicles of mainland
China.

Electric Two-wheeled Vehicle Sales Volume, Mainland China, 2018-2027E

CAGR 2018~2022 2023E-2027E
|:| Electric Bicycle 12.3% 3.8%
B Electric Moped 33.9% -3.5%
M ciectic Motorcycle 85.5% 12.3%
Total 17.1% 4.6%
Million units
77.2
60.7 64.6 :
47.6 49.8
‘s w, 63 584 60.3
323 : 49.1 52.0 :
40.8 41.3

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Source: China Bicycle Association, China Chamber of Commerce for Motorcycle, CAAM, Frost & Sullivan

Mainland China’s electric two-wheeled vehicle market is highly concentrated with top nine
manufacturers accounting for over 80% market share. As such, it is expected that leading
players such as our Group is more likely to benefit from the total market growth of the industry
and are better positioned to take advantage of industry upgrade, specifically, the stronger
growth of the premium segment described below. Electric two-wheeled vehicles can be divided
into entry level, medium level and premium level based on manufacturer suggested retail price

~ 114 -



INDUSTRY OVERVIEW

(“MSRP”). Entry level mostly comprise electric bicycles with only basic functions, small
battery, relatively short driving range and very limited or no AI or connectivity features.
Medium level electric two-wheeled vehicles take up the largest share of this market and covers
all three types of electric two-wheeled vehicles. Premium electric two-wheeled vehicles
segment is an emerging segment in mainland China, and mainly contains electric motorcycles
and a small share of electric mopeds and electric bicycles. Premium vehicles usually have
better performance such as larger motor power, larger lithium-ion battery with longer driving
range and are also typically equipped with more advanced Al and connectivity features.

Electric Two-wheeled Vehicle Sales Volume, Breakdown by Market Positioning,
Mainland China, 2018-2027E

CAGR 2018~2022 2023E-2027E
[ Entry (MSRP<RMB1,500) 20.7% 1.3%
B Medium (RMB1,500<sMSRP<RMB3,500) 15.9% 4.4%
B Premium (MSRP=RMB3,500) 24.5% 27.6%
Total 17.1% 4.6%
Million units
742 772

71.0
646 678

15.5
60.7 15.1 15.3

15.6

2018 2019 2020 2021 2022 2023E  2024E  2025E  2026E  2027E

Source: China Bicycle Association, China Chamber of Commerce for Motorcycle, China Association of Automobile
Manufacturers, Frost & Sullivan

China is the largest production country of electric two-wheeled vehicles in the world. Apart
from domestic sales, a significant share of vehicles produced in mainland China is exported to
overseas markets, such as Europe and ASEAN. From 2018 to 2022, mainland China’s export
volume of electric two-wheeled vehicles increased from 1.2 million units to 2.5 million units,
representing a CAGR of 20.1%. Going forward, driven by carbon neutral strategies and green
mobility policies in overseas markets such as Europe, ASEAN and India, the phase-out of
traditional motorcycle is expected to accelerate while the demand for electric two-wheeled
vehicles will continue to grow. Moreover, social distancing policies in relation to the
COVID-19 pandemic across the globe have helped foster habits of using electric-wheeled
vehicles. Furthermore, the on-demand delivery market developed quickly in many regions
especially in ASEAN and India, which will also stimulate the demand for electric two-wheeled
vehicles. According to Frost & Sullivan, the total export volume of electric two-wheeled
vehicles is expected to increase from 2.8 million units in 2023 to 4.3 million units in 2027,
representing a double-digit CAGR of 11.3%.
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Electric Two-wheeled Vehicle Export Volume, Mainland China, 2018-2027E

CAGR 2018~2022 2023E-2027E

[ Electric Two-wheeled Vehicles 20.1% 11.3%

Million units

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E
Source: General Administration of Customs, Frost & Sullivan

KEY DEVELOPMENT DRIVERS AND MARKET OPPORTUNITIES

Favorable policies: To achieve the peak of carbon dioxide emissions and carbon neutrality in
the next 40 years is a major strategic decision taken by the PRC government, and it has
implemented a series of policies to support or regulate the healthy and rapid development of
green mobility, including the electric two-wheeled vehicle industry. For example, in 2018 the
PRC government issued a series of new national standards, including the New National
Standards and General Specifications for Electric Motorcycles and Mopeds, to formally and
clearly establish the industry and product standards for electric two-wheeled vehicles, which
significantly improved the standardization and safety level of electric-two wheeled vehicles. In
the short term, such new national standards are expected to stimulate the replacement demand
from consumers who owned unqualified old electronic two-wheeled vehicles. Currently, the
implementation of the new national standards is still ununified across many regions, and there
remains unsatisfied replacement demand in some regions. In the mid- to long-term, the new
national standards will promote the transformation and upgrade of the electric two-wheeled
vehicle industry in mainland China with the introduction of new electric two-wheeled vehicles
with better performance, better design and more safety functions, which will attract more
potential consumers, especially younger generation consumers.

Continuous urbanization process and expanding urban area: Urban population has been
increasing rapidly and urban area has been expanding quickly nationwide, indicating an
increasing demand for last-mile mobility from urban residents. People will likely turn to
transportation tools with effective and convenient mobility, such as electric two-wheeled
vehicle. The increasing urban population as well as upgrading consumption structure both
provide a larger potential consumer base while the expanding urban area creates more actual
consumer demand for electric two-wheeled vehicles.
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Rapid development of on-demand delivery market: Urbanization process and increasing
household income drive the prosperity of urban retailing and online catering and shopping,
which generate enormous demand for on-demand last-mile delivery, where electric two-
wheeled vehicles are the most widely used transportation tools due to efficiency and flexibility.
Going forward, along with the continuous growth of e-commerce and online catering and
shopping industry, market demand for on-demand delivery will have strong growth momentum
and stimulate the demand for electric two-wheeled vehicles.

Developing shared mobility market: Shared economy has penetrated into many sub-sectors of
the mobility market, including shared bikes and shared electric two-wheeled vehicles. Many
New Tier 1 cities and Tier 2 cities, such as Changsha, Kunming and Ningbo, have issued
favorable policies to encourage the deployment of shared electric two-wheeled vehicles.
Leading shared mobility companies are also increasing their operation scales across mainland
China. Positive factors from both regulatory and market participants sides will drive the
continuous growth and upgrade of the electric two-wheeled vehicle market in mainland China.
According to Frost & Sullivan, the market size of electric two-wheeled vehicle shared mobility
in mainland China increased from RMB2.1 billion in 2018 to RMB17.2 billion in 2022,
representing a CAGR of 69.2%, and is expected to further increase from RMB20.7 billion in
2023 to RMB30.2 billion in 2027, albeit with a contrastingly lower CAGR of 9.9%.

Development of new technologies: New technologies, especially Al and connectivity, have
realized great progress in recent years and also have been applied in multiple industries.
Among which, electric two-wheeled vehicle market is one of the important industries which
can be combined with Al and connectivity and realize new functions or features such as
real-time location, navigation, smart battery management systems and security functions to
increase product performance, improve user experience, create new market opportunities and
also promote the upgrade and transformation of this industry.

Continuous development of battery swapping and improvement of charging infrastructure:
Battery swapping or battery-as-a-service allows electric two-wheeled vehicle owners to
conveniently replace the discharged batteries with charged ones at swap stations, which is more
efficient and time-saving as compared to charging and allows longer traveling distance. The
implementation of new national standards in mainland China has also promoted the application
of lithium-ion battery, which laid the foundation for the development of battery swapping
business. Meanwhile, users, especially those in on-demand delivery industry who have strict
requirement for stronger batteries, are strongly motivated to use such service to improve
delivery efficiency. From 2018 to 2022, the market size of electric two-wheeled vehicle battery
swapping service in mainland China grew rapidly from RMBO.1 billion to RMB4.2 billion.
With the continuous standardization of electric two-wheeled vehicles, wider adoption of
lithium-ion battery and expanding scale of battery swapping stations driven by governmental
and private sector investments and favorable policies, this market is expected to create further
incentive for consumers to widely use electric two-wheeled vehicles and experience rapid
growth in the future, reaching RMB35.2 billion in 2027, representing a CAGR of 40.6% since
2023.
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Development of regulations and supervisions and analysis of legal risks: The electric
two-wheeled vehicle industry experience a boost by the early development of shared economy
and shared mobility from 2016 to early 2017 when dozens of shared mobility companies
emerged due to the lack of regulations and supervision followed by a stage of strict regulations
and supervisions from April 2017 to April 2019, during which certain major cities forced major
shared mobility players to cease operation and electric two-wheeled vehicle shared mobility
was not supported. Since April 2019, the implementation of New National Standards and other
national standards significantly promoted the standardization level and safety performance of
products, and will also promote the healthy development of this industry. It is estimated that,
for complying manufacturers, common legal risks in the industry such as being involved in fire
or traffic accidents will gradually decrease in the post-New National Standards era. Set forth
below are certain aspects of the new national standards that contribute such decrease:

- Overall performance improvement. The new national standards have raised the upper
limits in many aspects including speed, weight and motor capacity, which better satisfy
demands of consumers, reducing their need to alter the vehicles and making it less likely
for traffic control departments and courts to view electric bicycles as motor vehicles and
find manufacturers liable for non-conformity;

—  Mandatory anti-alteration designs. Article 7.2.1.3 puts forward various requirements for
hardware and software anti-alteration requirements reducing the possibility of consumers
and distributors altering the vehicle;

- Clear classification of electric bicycles, electric mopeds and electric motorcycles. Clearer
classification of different vehicle types makes it harder for traffic control departments and
courts to view electric bicycles as motor vehicles and find manufacturers liable for
non-conformity;

- Stricter registration (for non-motor vehicles) and license plate (for motor vehicles)
requirements. Registration record or license plate serves as proof that the vehicle
conforms with the national standards at the time of sale and therefore is strong evidence

of product conformity in relevant legal proceedings; and

- Enhanced requirements for ex-factory certificate. Since April 2019, it became mandatory
for electric bicycles to obtain CCC certificates before entering the market. In addition,
since April 2020, before a new electric bicycle, moped or motorcycle vehicle model enters
the market, the manufacturer must deliver the vehicle to a designated testing agency for
its inspection and issuance of an inspection report before obtaining CCC certificate from
the China Quality Certification Center. As compared with old national standards which
only required an ex-factory quality certificate and no mandatory inspection report in
many regions, enhanced requirements for ex-factory certificates (a) help mitigate risks of
product quality issues before a vehicle enters the market and (b) serve as proof of product

quality and conformity in relevant legal proceedings.
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Impacts of the COVID-19 pandemic on the electric two-wheeled vehicle market: The
COVID-19 pandemic had impacts on the electric two-wheeled vehicle market in different
ways. On demand side, the COVID-19 impact is not entirely negative on the electric
two-wheeled vehicle market as it benefits certain segments such as online food service and
on-demand delivery, of which the demand for electric two-wheeled vehicles grew significantly
due to its convenience in last-mile express and on-demand small goods delivery. On personal
mobility side, people also embraced electric two-wheeled vehicles on a growing scale to avoid
infection risks of public transport. Nevertheless, on supply side, large-scale lockdown may
have adverse impact on the production of electric two-wheeled vehicles due to the shut-down
of manufacturing facilities or supply chain’s operation.

Starting from December 2022, most of the travel restrictions and quarantine requirements in
China were lifted. As the economy recovers from the COVID-19 pandemic, China’s electric
two-wheeled market is expected to maintain its strong growth momentum driven by the
recovering consumption demand and restored supply chain.

COMPETITIVE LANDSCAPE
Competitive Landscape of Electric Two-wheeled Vehicle Market in Mainland China

The electric two-wheeled vehicle market in mainland China is highly concentrated. While at
its peak, mainland China had around 2,000 electric two-wheeled vehicle manufacturers, the
number fell to only around 100 as of 2022 that could meet the requirements of the New
National Standards and are qualified to manufacture electric motorcycles and electric mopeds.
As of December 31, 2022, the top nine manufacturers have taken up approximately 80.8% of
the market share. The Group ranked fifth in terms of total revenue in 2022, accounting for 4.2%
of the market share of the electric two-wheeled vehicle market in mainland China.

. . Total Revenue Market share
Ranking Company Introduction (RMB Billion) (%)

Founded in 2001, Yadea is a Hong Kong listed, Jiangsu based

1 Yadea eleclr}c two-wheeled vehlc%e manufacturer, Proéucts include 311 26.9%
electric motorcycles, electric mopeds, electric bicycles and
electric kick scooters

2 Aima Foum#ed in 1999, Aima 1§ an SSE listed, Tianjin based 208 18.0%
electric two-wheeled vehicle manufacturer

3 A Founc'led in 2004, Compapy A is a Shenzhen based 170 14.7%
electric two-wheeled vehicle manufacturer

4 SUNRA Founded in 1999, SUNR{X is an SSE listed, Jiangsu based 49 42%
electric two-wheeled vehicle manufacturer

5 The Group Foun('led in 2003, The Glzoup is a Zhejiang based 48 429%
electric two-wheeled vehicle manufacturer

6 B Founded in 2004, Compapy B is a Jiangsu based 46 4.0%
electric two-wheeled vehicle manufacturer

7 C Foum?ed in 2012, Compapy Cisa .{1angsu based 35 3.0%
electric two-wheeled vehicle manufacturer

8 D Foun(?ed in 2003, Compapy D is a Zhejiang based 34 299
electric two-wheeled vehicle manufacturer

9 NIU Founded in 2014, NIU Technologies is a NASDAQ listed 31 27%

Technologies electric two-wheeled vehicle manufacturer ' o
Others 222 19.2%
Total 115.4 100.0%
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Note: The identity of peer company is presented in code name as the revenue of the private company used in the
above ranking is non-public information, which was estimated based on Frost & Sullivan’s primary interviews
and calculations. As we have not acquired consent from the company, unauthorized disclosure may cause
potential disputes.

Source: Frost & Sullivan

As most small sized regional electric two-wheeled vehicle manufacturers in China, which are
less competitive, have been eliminated due to the implementation of the New National
Standard since 2019, more established manufacturers who usually have stronger R&D and
manufacturing capabilities are driving the upgrade of electric two-wheeled vehicle industry in
China, by actively promoting the application of advanced new technologies such as lithium-ion
battery, Al and connectivity. Currently, there are around 100 electric two-wheeled vehicle
manufacturers in China, and the top nine manufacturers are clearly positioned as medium-to-

high end brand and their product price are higher than industry average.

Market Overview and Competitive Landscape of Electric Two-Wheeled Vehicle Markets
in ASEAN, India, Europe and the U.S.

With a good two-wheeled vehicle mobility culture, ASEAN countries are encouraging
consumers to trade in motorcycles for electric two-wheeled vehicles to address environmental
problems. Thailand and Vietnam have both issued restrictions on motorcycles and favorable
policies for electric two-wheeled vehicles. E-commerce and online food service industries have
also experienced substantial development during the past several years. Total sales volume of
electric two-wheeled in ASEAN countries reached 6.9 million units in 2022, representing a
CAGR of 26.4% from 2018, and is projected to reach 11.2 million units in 2027, representing
a CAGR of 9.9% from 2023.

To realize carbon emission target and avoid risk of fossil energy shortage, the Indian
government has issued a series of favorable policies to encourage electric vehicles and has
even announced to make India a 100% electric-vehicle nation by 2030, including a proposal
that two-wheeled vehicles below the engine capacity of 150cc sold in the country after March
31, 2025 should be electric. Additionally, the improvement of power facilities has alleviated
the problem of charging of electric two-wheeled vehicles. In 2027, it is expected that the total
sales volume of electric two-wheeled vehicle in India will reach 6.5 million units, representing
a CAGR of 46.8% from 2023.

In Europe, the electric two-wheeled vehicle market is currently dominated by Electrically
Power Assisted Cycles (“EPAC Bicycles”) followed by electric motorcycles. Promoted by
bicycle culture, upgrading emission standards and people’s high awareness of environmental
protection, the total sales volume of electric two-wheeled vehicles in Europe reached 7.9
million units in 2022, representing a CAGR of 29.8% from 2018, and is projected to reach 19.9
million units in 2027, representing a CAGR of 19.4% from 2023.
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Similar to Europe, EPAC bicycle and electric motorcycles are also dominating the U.S. market.
The market size of electric two-wheeled vehicle in the U.S. reached 0.7 million units in 2022,
representing a CAGR of 37.7% from 2018, and is expected to reach 2.2 million units in 2027,
representing a CAGR of 22.9% from 2023.

In general, competition in the electric two-wheeled vehicle markets in ASEAN, India, Europe
and the U.S., are all very fragmented with numerous small manufacturers and no outstanding
leading brand at the current stage. In recent years, leveraging strong production and product
development capabilities many leading PRC brands are actively increasing presence in these

overseas regions .

The following diagram illustrates the overseas market size of electric two-wheeled vehicles by

region.

Electric Two-wheeled Vehicle Sales Volume, Breakdown by Region
(excl. Mainland China), 2018-2027E

CAGR 2018-2022 2023E-2027E
India 100.0% 46.8%
I ASEAN 26.4% 9.9%
[ Europe 29.8% 19.4%
U.S. 37.7% 22.9%
Rest of the world 80.1% 20.7%
Total 33.7% 20.5% 51.8
44.4
37.3 5.0

Million units
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Source: Society of Manufacturers of Electric Vehicles, National Bicycle Dealers Association, Confederation of the
European Bicycle Industry, The European Association of Motorcycle Manufacturers, Frost & Sullivan
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ENTRY BARRIERS AND KEY SUCCESS FACTORS

Strict regulation and higher compulsory technical requirement: The newly implemented
national standards has significantly raised technical requirements for electric two-wheeled
vehicles, including fireproof, flame resistance performance and charger protection, and has
also set strict requirements on speed, curb weight, power and battery, etc. Such new standards
largely increased the industry barriers for technology, manufacturing and quality control. Small
and medium manufacturers with limited resources and capabilities to satisfy such requirements
are expected to be eliminated gradually.

Development and application of new technology: Technology plays an important role in the
increasingly fierce competition of the electric two-wheeled vehicle industry in mainland China.
Players in the industry have to develop extensive technology layouts in various areas such as
infotainment, more efficient battery management systems, lithium-ion battery and more
advanced electric motors to realize better performance on driving mileage, safety and power
saving, and to establish first-mover advantages. Development and application of new
technologies require extensive and long-term investment as well as decades of technology
accumulation, which sets a high barrier for new entrants and small players.

Early-mover advantage: The electric two-wheeled vehicle market in mainland China started in
late 1990s. Early movers that have technological know-how enjoyed the opportunity to deeply
engage in the formation of national or industry standards, which helped further strengthen their
leading position in technology innovation. Additionally, years of continuous investment in
research and development, production facility construction and distribution network expansion
had enabled the early movers to accumulate substantial technologies, management and
operation experience, large and loyal customer base, and brand recognition and reputation.

Extensive and unremitting capital investment: Construction of production facilities,
procurement of production equipment, and repair and maintenance of equipment will incur
substantial capital investment as well. Furthermore, manufacturers may have to invest
additional capital in smart factory solution containing software, such as cloud computing, and
hardware, such as smart sensors, to increase production efficiency. Players who do not have the
capabilities to maintain large scale and continuous investment are almost impossible to realize
technology advancement and improve production efficiency.

Brand recognition and consumer mindshare: Some consumers do not realize product
differences such as performance parameters among different brands, especially in friendly and
steady road conditions. Under such circumstances, brand recognition and preference play
important roles in consumers’ decisions when purchasing electric two-wheeled vehicles.
Famous brands with good reputation obtain higher market visibility and good word-of-mouth
effect, which translates into revenue generated from existing customers and word-of-mouth
referral for new customers.
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Wide coverage of distribution networks: As electric two-wheeled vehicles are widely used in
lower tier cities and rural areas, widespread distribution networks are necessary to approach
customers in such areas. Establishing and maintaining large and effective distribution networks
require tremendous investment of time and resources, and mutual trust relationship between
manufacturers and distributors. New market entrants may face difficulties in maintaining

continuous and significant investments in building and maintaining distribution networks.

PRICE TREND OF KEY RAW MATERIALS

Price Trend of Li,CO; (Battery Grade), Lead and Primary Aluminum (A00 Grade),
2017-2021

Battery grade Li,CO; is the key raw material of producing lithium-ion batteries for electric
two-wheeled vehicles, accounted for approximately 30% of the cost of lithium-ion battery cell.
From the first quarter of 2018 to the third quarter of 2021, the quarterly average price of battery
grade Li,CO5 ranged from RMB40 thousand per ton to RMB170 thousand per ton. Starting
from the third quarter of 2021, the price of battery grade Li,CO; experienced a significant
increase and reached an average of RMB552.7 thousand per ton in the fourth quarter of 2022,
which can be primarily due to the shortage of lithium supply and booming demand of lithium
from both NEV and power storage sectors. Li,CO; prices are currently returning to normal at
a rapid pace, averaging RMB400.1 thousand per ton in the first quarter of 2023 and RMB245.0
thousand per ton on 31 March 2023. It is expected that Li,CO5 prices will remain at around
RMB200 thousand to RMB300 thousand per ton during the forecast period.

Quarterly Average Price of Li,CO; (Battery Grade), 1Q2018 to 2Q2023

Thousand RMB/Ton

552.7
484.5 490.3

208,

161.7
1457 114.9

100.6
802 780 763 659 561 450 438 395 438 147 89.3

2018Q1Q2 Q3 Q42019Q1 Q2 Q3 Q4202001 Q2 Q3 Q4 2021Q1 Q2 Q3 Q4 2022Q1 Q2 Q3 Q4 2023Q1
Source: China Non-Ferrous Metals Fabrication Industry Association, Frost & Sullivan

Lead is the key raw material of lead-acid batteries for electric two-wheeled vehicles, accounted
for approximately 40% of lead-acid battery cell’s cost. During the past 5 years, price of lead
fluctuated but generally remain stable at USD1,800 per ton to USD2,600 per ton. As a key bulk
raw material, lead is applied to various downstream industry verticals and the supply chain is
stable. Therefore, it is expected that the price trend of lead in the future will be stable.
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Monthly Average Price of Lead, Jan. 2018 to May 2023
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Primary aluminum is another key raw material of producing electric two-wheeled vehicles.

From early 2018 to mid-2020, the price of primary aluminum was relatively stable. Starting

from the second quarter of 2021, the price of primary aluminum increased quickly due to

recovering macro economy and the monthly average price reached a high point to
RMB23,447.5 per ton in October 2021. In the last two months of 2021, due to excessive

aluminum inventory level, the price of primary aluminum experienced a short-term sharp

decline, but the price returned to an upward trajectory due to increasing energy price and

decreased production capacity of aluminum caused by COVID-19 pandemic. The price of

primary aluminium is currently stable at around RMB 18,000 per tonne. It is expected that the

price of primary aluminium will remain between RMB15,000-20,000 per tonne during the

forecast period.

Monthly Average Price of Primary Aluminum (A00 Grade), Jan. 2018 to May 2023

RMB/Ton
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Source: National Bureau of Statistics of China, Frost & Sullivan
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REGULATIONS RELATING TO COMPULSORY CERTIFICATION AND ADMISSION

On July 9, 2005, the State Council of the PRC promulgated the Regulation of the PRC on the
Administration of Production License for Industrial Products ( ¥ 3E A\ R ILAIE T 265 WA E
AR HARH) ) (the “Production License Regulations”), which came into effect on
September 1, 2005, latest revised on July 20, 2023 and came into effect on August 21, 2023.
On April 21, 2014, the General Administration of Quality Supervision, Inspection and
Quarantine (the “AQSIQ”, currently known as the SAMR), issued the Measures for the
Implementation of the Regulations of the PRC Administration of Production Licenses for
Industrial ~ Products  ( {F#E AN RICHE T 285 0 A Fr ] s S PRI B HFE) ) (the
“Production License Measures”), which came into effect on August 1, 2014, latest revised by
SAMR on September 29, 2022 and came into effect on November 1, 2022. According to the
Production License Regulations and the Production License Measures, any enterprise that has
not obtained a production license for a product listed in the Announcement of the Product
Catalogue Implementing the Production Licensing System (2012) ( CE A4 i v] &6 il B 45 51
2 & H #%(2012)) ) (the “Production Catalogue”), which was issued by the AQSIQ on
November 20, 2012, must not produce the relevant product. An enterprise must file an
application to the provincial administration of quality and technology supervision for the
license of producing the products listed in the Production Catalogue. According to the
Production Catalogue, electric bicycle was industrial products that fell within the scope of
Production License Regulations and Production License Measures. On June 24, 2017, the State
Council issued the Decision on Adjusting the Catalogue for the Administration of Production
Permits for Industrial Products and on Trying out the Simplification of Approval Procedures
( B B B 7 o 8 T 36 ot A o T el A L ) B R AT R L A AR U 2 ) ), pursuant to
this decision, the production license for electric bicycle was cancelled and was changed to
implement mandatory product certification management. According to Announcement on the
Issuance of Administrative Arrangements for the Transformation of Electric Bicycle Products
from Licensing to Compulsory Product Certification ( B #{fi S B B 4752 §h i 7ol i 5
Bt v o R R L PERY /A ) ) by the SAMR and the National Standardization
Management Committee on July 2, 2018, the transition period from production license
management of electric bicycle to China Compulsory Certification management was from
August 1, 2018 to April 14, 2019.

China Compulsory Certification

According to the Regulations on Certification and Accreditation of the PRC ( ('3 A R ILF
Bl 5 RS R A 5]) ) which was promulgated by the State Council on 3 September 2003, latest
revised on July 20, 2023 and came into effect on August 21, 2023, and the Regulations on the
Administration of Compulsory Product Certification (Revised in 2022) ( <5 il P& 5 s i &
R E (202215%])) ) which was promulgated by the AQSIQ on July 3, 2009 and implemented
on September 1, 2009, latest revised by SAMR on September 29, 2022 and came into effect on
November 1, 2022, products specified by the state shall not be delivered, sold, imported or
used in other business activities until they are certified (the “China Compulsory
Certification”) and labelled with compulsory certification mark. For products that are subject
to China Compulsory Certification, the State implements unified product catalogues, unified
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compulsory requirements, standards and compliance assessment procedures in technical
specification, unified certification marks and unified charging standards. Producers, sellers and
importers of the products listed in the catalogues shall entrust a certification body designated
by the Certification and Accreditation Administration of the PRC to certify the products they
produce, sell or import. If the certification requirements are met, the certification body shall
issue a certificate to the client. The certificate is valid for 5 years and can be re-applied after
the expiration of the validity period.

According to the Announcement of the State Administration for Market Regulation on
Optimising the Catalogue of Products Subject to Compulsory Certification ( {735 B 4 R B
A PR E SRR RE B 819245 ) ) published by the SAMR and implemented on April 21,
2020, products such as electric bicycles, electric moped and electric motorcycles are products
subject to China Compulsory Certification.

Admission of Road Motor Vehicle

Pursuant to the Administrative Measures on Admission of Road Motor Vehicle Manufacturing
Enterprises and Products ( i B E) FRR AL 28 35 R EAE L) ) which  was
promulgated by the Ministry of Industry and Information Technology of the PRC ("% A 4t
B T 2EA{E BAEHD) (the “MIIT”) on November 27, 2018 and took into effect from June 1,
2019. The State implements categorized admission administration for enterprise manufacturing
road motor vehicles and road motor vehicle products manufactured by them and used in
mainland China. The road motor vehicle manufacturing enterprise may manufacture and sell
the corresponding road motor vehicle products only upon obtaining admission approval. The
road motor vehicle manufacturing enterprise shall continue to satisfy admission criteria.

Production Licenses for Electric Specialty Vehicles

In accordance with the Special Equipment Safety Law of the PRC ( {H#e A R H N [ 4578
W% 421%) ) which took effect on January 1, 2014 and the Regulations on Safety Supervision
of Special Equipment ( {Frffiak it % 2B 52 M) ) which came into effect on June 1, 2003,
subsequently amended on January 24, 2009 and came into effect on May 1, 2009, “special
equipment” refers to boilers, pressure vehicles (including gas cylinders), pressure pipelines,
elevators, lifting appliances, yard (factory) special motor vehicles, passenger ropeways, and
large amusements devices, which relate to the safety of human lives or having high risks.
Without approval from the Bureau of Safety Supervision of Special Equipment (45 s % 4
%< J5)), manufacturers of special equipment, including off-road use sightseeing vehicles, such
as sightseeing vehicles for specialized motor vehicles for special indoor (plant) use, shall not
carry out any production and assembly activities.
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REGULATIONS RELATING TO PRODUCTION STANDARDS

According to the Standardization Law of the PRC ( (13 ARILFMEIELEE) )
promulgated on December 29, 1988, which was last amended on November 4, 2017 and took
effect on January 1, 2018, and the Implementation Rules for the Standardization Law of the
PRC ( (H3E N R ILAEI AL B MR ) ) promulgated with immediate effect on April 6,
1990, the national standards are divided into mandatory standards and recommended standards.
Mandatory standards are standards that are formulated for the protection of human health,
personal and property safety and standards that are legally enforceable pursuant to legal and
administrative regulations, while other standards are recommended standards. Certain
standards which apply to electric bicycles and electric motorcycles are mandatory standards.

The Safety Technical Specification for Electric Bicycle (GB17761-2018) ( {E# BT %42
H A% (GB17761-2018)) (the “New National Standards™), promulgated on May 15, 2018
and took effect on April 15, 2019 which repealed the Electric Bicycles — General Technical
Requirements (GB17761-1999) ( (&) H 17838 M AF) (GB17761-1999)), is the main
national standards governing electric bicycles. According to the New National Standards,
electric bicycles should meet the following requirements: (i) with the ability of pedal riding;
(i1) with electric drive function and/or electric assistance function; (iii) when driving with
electric drive, the maximum design speed does not exceed 25km/h, when driving with electric
assistance and the top speed exceeds 25km/h, the electric motor shall not provide power output;
(iv) the weight of the whole electric bicycle does not exceed 55kg; (v) the nominal voltage of
the battery does not exceed 48V; and (vi) the rated continuous output power of the electric
motor does not exceed 400W.

The Safety Specification for Electric Motorcycles and Electric Mopeds (GB24155-2020) ( (&
5 JHE T BT M 7R B 4 E AT 2 2R ) (GB24155-2020) promulgated on May 29, 2020 and
took effect on January 1, 2021, which repealed the Electric motorcycles and electric mopeds
— Safety specifications (GB24155-2009) (75 B B L LA T Bl 0 EE L 22 2 BOR )
(GB24155-2009)), and the General Specifications for Electric Motorcycles and Electric
Mopeds (GB/T24158-2018) (R ) PR R R S {6 P T EL FH R AT A )
(GB/T24158-2018) promulgated on September 17, 2018 and took effect on April 1, 2019,
which repealed the Electric motorcycles and electric mopeds — General specifications
(GB/T24158-2009) ( (&) EEFLHIAN FE B HEH BEFL U8 IR AT AT (GB/T24158-2009)), are
the main national standards governing electric motorcycles and electric mopeds, specifically
stipulate the speed, power and other technical and operational safety requirements.

REGULATIONS RELATING TO THE LICENSING OF AND ROAD USE BY
ELECTRIC TWO-WHEELED VEHICLES

The Road Traffic Safety Law ( CGEB&ZCHZA%) ) was adopted on October 28, 2003 and
came into effect on May 1, 2004. It was last amended and with immediate effect on April 29,
2021. The Road Traffic Safety Law distinguishes “non-motorized vehicles” from “motorized
vehicles.” According to Article 119 of the Road Traffic Safety Law, “non-motorized vehicles”

refer to such means of transport as are driven or drawn by man or animals on roads, motor
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wheelchairs for the disabled and electrically operated bicycles which have power sets but the
designed maximum speed per hour, the light quality and the external size of which are in
conformity with the relevant mainland China standards for non-motorized vehicles. As such,
the electric bicycles are categorized as “non-motorized vehicles”, while the electric moped and
electric motorcycles are “motorized vehicles.” The Road Traffic Safety Law has different
requirements for non-motorized vehicles and motorized vehicles, such as regards driver
qualification (motorized vehicle drivers are required to have a driver’s license, while drivers
of non-motorized vehicles are not), driving requirements (motorized vehicles are required to be
driven in road lanes, while non-motorized vehicles and pedestrians are required to use the sides
of roads), and license plate requirements (motorized vehicles are acquired to have a license
plate hung in a certain way in accordance with relevant regulations, while no such requirement
is imposed on non-motorized vehicles).

Also, according to the Road Traffic Safety Law, the non-motorized vehicles that are required
to register can be used on the roads only after registering with the government. In addition, the
scope of such non-motorized vehicles shall be specified by local governments based on local
conditions, and any non-motorized vehicles should meet the technical standards in terms of
overall weight, braking performance, overall size and reflector and horn device.

The local governments in mainland China, including Beijing, Shanghai, Zhejiang, Shandong,
etc., have promulgated rules and regulations (provisions) which, among other things, (i) require
that the users and customers shall register their electric two-wheeled vehicles (generally
referred to as “being licensed”); (ii) restrict or prohibit the sale and/or use of electric
two-wheeled vehicles which fail to comply with the New National Standards or fail to obtain
compulsory product certification for electric two-wheeled vehicles; and (iii) prohibit the riding
of electric bicycles in prescribed districts. For instance, pursuant to the Administrative
Provisions for Non-motorized Vehicles in Beijing ( <dtxitmi FEHEE)ELE BB ),
promulgated on September 28, 2018 and came into effect on November 1, 2018, electric
two-wheeled vehicles shall be registered before used on the roads. Pursuant to the Regulations
for Electric Bicycles in Zhejiang Province ( (#iVLE EH) B A17THAIEA]) ), promulgated on
May 15, 2020 and took effect on July 1, 2020, electric bicycles within the administrative region
shall be registered, and, according to the relevant requirements, each electric bicycles shall
obtain the license plates, which shall be hung in the specified location. Pursuant to the Safety
Administrative Provisions for Non-motorized Vehicles in Shanghai ( <_F i i JE SN B4 24
A AI) ), promulgated on February 26, 2021 and came into effect on May 1, 2021, no electric
bicycle without compulsory product certification shall be sold or registered and only the ones
registered by the municipal authorities of Public Security shall be used on the roads. Pursuant
to the Administrative Measures for Electric Bicycles in Shandong Province ( {II3R&E EHE H
TTHE L) ), promulgated on March 14, 2022 and took effect on May 1, 2022, sale of
electric bicycles which fail to comply with the New National Standards or fail to obtain the
compulsory product certification shall be prohibited, and electric two-wheeled vehicles shall
be registered by their end-users.
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REGULATIONS RELATING TO PRODUCT QUALITY AND CONSUMER
PROTECTION

Product Quality

The principal law governing product quality is the Product Quality Law of the PRC
( (e NRILANEE BB %) ) (the “Product Quality Law”), which was issued by the
Standing Committee of the National People’s Congress (the “SCNPC”) on February 22, 1993,
last revised and became effective on December 29, 2018. The Product Quality Law is
applicable to all activities of production and sale of any product within the territory of
mainland China, and the producers and sellers shall be responsible for product quality in
accordance with the Product Quality Law. The seller shall be responsible for the repair,
replacement or return of the product sold if (i) the product sold does not possess the properties
designated for use, and no prior and clear indication is given of such a situation; (ii) the product
sold does not conform to the applied product standard as displayed on the product or its
packaging; or (iii) the product sold does not conform to the quality indicated by such means
as a product description or physical sample. If a consumer incurs losses as a result of purchased
product, the seller shall compensate for such losses. After a seller has taken responsibility for
compensation or losses, where the liability falls on the producer or any other seller which
provides the product to the seller, the seller shall have the right to recover the compensation

from the producer or the other seller.

Pursuant to the PRC Civil Code, producers shall assume tort liability where the defects in
relevant products cause damage to others. Sellers shall assume tort liability where the defects
in relevant products causing damage to others are attributable to the sellers. The aggrieved
party may claim for compensation from the producer or the seller of the relevant product in
which the defects have caused damage.

Consumer Protection

The Law of the PRC on the Protection of the Rights and Interests of Consumers ( {13 A [&
FRANE T 2 E 4 AR L) ) was promulgated on October 31, 1993 and was amended on
August 27, 2009 and October 25, 2013, to protect consumers’ rights when they purchase or use
goods and receive services. All business operators must comply with this law when they
produce or sell goods and/or provide services to customers. Under the amendments made on
October 25, 2013, all business operators must pay high attention to protecting customers’
privacy and must strictly keep confidential any consumer information they obtain during their
business operations. Where a business operator has discovered a defect in its goods or services
provided which may harm personal safety or property security, it shall forthwith report to the
relevant administrative authorities and notify consumers, and adopt measures such as
suspension of selling, alert, recall, decontamination, destruction, suspension of manufacturing
or services. Where recall measures are adopted, the business operator shall bear the requisite
expenses incurred by consumers as a result of recall of goods. Where the goods or services
provided by a business operator do not satisfy quality requirements, the consumer may require
the business operator to perform replacement or repair obligations, in accordance with the
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agreement on return of goods between the parties concerned or pursuant to the provisions of
the State. Where there is no relevant provisions by the State and agreement between the parties
concerned, the consumer may return the goods within seven days from the date of receipt of
the goods; where the criteria for statutory rescission of contract are satisfied after the
seven-day period, the consumer may return the goods timely, where the criteria for statutory
rescission of contract are not satisfied, the consumer may require the business operator to
perform replacement or repair obligations,and the business operator shall bear the requisite
transportation expenses under aforesaid situations.

Also, according to the Regulations on the Administration of Compulsory Product Certification
(2009), once the producer or seller of a product included in the catalogue discovers any
potential safety problems with the product they manufactured or sold may cause damage to
human health and safety, the producer or seller shall, make public the relevant information,
take the initiative to adopt remedy measures including recalling the product, and report the case
to concern supervision and administration authorities in accordance with relevant provisions.

REGULATIONS RELATING TO PRODUCTION SAFETY

Pursuant to the Production Safety Law of the PRC ( ("3 A\ RILFIE %2 EE ) ) which
took effect on November 1, 2002 and was amended on June 10, 2021, units engaged in
manufacturing business activities shall conform to the national or industry standards
formulated for the protection of production safety, and shall meet the criteria for production
safety as stipulated in the legal and administrative regulations and in the national or industry
standards. Enterprises shall take necessary measures to set up and maintain proper equipment,
monitor production safety procedures, designate specific personnel, conduct on-site training
and take all other measures required by law to ensure the safety of employees and the public.
Responsible persons who, or enterprises which, fail to perform the production safety
management duties shall be ordered to make rectifications within prescribed periods and/or pay
fines. Parties who fail to rectify within such prescribed periods will be ordered to suspend
production and business for rectification. In serious cases of violations involving production
safety accidents, the responsible persons shall be held criminally liable.

REGULATIONS RELATING TO COMPANIES

The establishment, operation and management of corporate entities in mainland China are
governed by the PRC Company Law ( {* % A RILFE /A F]i%) ), which was promulgated on
December 29, 1993 and was last amended with immediate effect on October 26, 2018.
According to the PRC Company Law, companies are generally classified into two categories:
limited liability companies and companies limited by shares. The PRC Company Law also
applies to foreign-invested limited liability companies but where other relevant laws regarding
foreign investment have provided otherwise, such other laws shall prevail.
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The latest major amendment to the PRC Company Law took effect on March 1, 2014, pursuant
to which there is no longer a prescribed time frame for shareholders of a company to make full
capital contribution to a company, except as otherwise provided in other relevant laws,
administrative regulations and State Council decisions. Instead, shareholders are only required
to state the capital amount that they commit to subscribe to in the articles of association of the
company. Furthermore, the initial payment of a company’s registered capital is no longer
subject to a minimum capital requirement, and the business license of a company will not show
its paid-up capital. In addition, shareholders’ contribution of the registered capital is no longer
required to be verified by capital verification agencies.

REGULATIONS RELATING TO FOREIGN INVESTMENT

On March 15, 2019, the National People’s Congress (the “NPC”) promulgated the Foreign
Investment Law ( (3N RILHMEISME &) ) (the “FIL”), which became effective on
January 1, 2020, and replaced the major laws and regulations governing foreign investment in
mainland China. Pursuant to the FIL, “foreign investments” refer to investment activities
conducted by foreign investors directly or indirectly in mainland China, which include any of
the following circumstances: (i) foreign investors setting up foreign-invested enterprises in
mainland China solely or jointly with other investors, (ii) foreign investors obtaining shares,
equity interests, property portions or other similar rights and interests of enterprises within
mainland China, (iii) foreign investors investing in new projects in mainland China solely or
jointly with other investors, and (iv) investment of other methods as specified in laws,
administrative regulations, or as stipulated by the State Council.

Investment activities in mainland China by foreign investors are principally governed by the
Catalogue of Industries for Encouraging Foreign Investment (2020 Edition) ( {S¢JEh7M &
7E 3£ H $k(20204FhK)) ) (the “Encouraging Catalogue”) and the Special Administrative
Measures (Negative List) for Access of Foreign Investment (2021 Edition) ( CMERCEWEA SR
A B it (2 THT 7 B (20214F /i) ) ) (the “Negative List”), which were promulgated and are
amended from time to time by the MOFCOM and the NDRC, and together with the FIL, and
their respective implementation rules and ancillary regulations. The Encouraging Catalogue
and the Negative List lay out the basic framework for foreign investment in mainland China,
classifying businesses into three categories regarding foreign investment: “encouraged”,
“restricted”, and “prohibited.” Industries not listed in the Negative List are generally deemed
as falling into a “permitted” category unless specifically restricted by other PRC Law.
According to the Negative List, the industry which our mainland China subsidiaries are
engaged in does not fall into the category of restricted or prohibited industries.

According to the FIL, foreign investment shall enjoy pre-entry national treatment, except for
foreign-invested entities that operate in industries deemed to be either ‘“restricted” or
“prohibited” in the Negative List. The FIL provides that foreign-invested entities operating in
foreign “restricted” or “prohibited” industries will require entry clearance and other approvals.
The FIL does not comment on the concept of “de facto control” or contractual arrangements
with variable interest entities, however, it has a catch-all provision under the definition of
“foreign investment” to include investments made by foreign investors in mainland China
through means stipulated by laws or administrative regulations or other methods prescribed by
the State Council. Therefore, it still leaves leeway for future laws, administrative regulations
or provisions to provide for contractual arrangements as a form of foreign investment.
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The FIL also provides several protective rules and principles for foreign investors and their
investments in mainland China, including, among others, that local governments shall abide by
their commitments to the foreign investors; foreign-invested enterprises are allowed to issue
stocks and corporate bonds; except for special circumstances, in which case statutory
procedures shall be followed and fair and reasonable compensation shall be made in a timely
manner, expropriate or requisition the investment of foreign investors is prohibited; mandatory
technology transfer is prohibited; and foreign investors’ funds can be transferred out and into
the mainland China territory freely. Such protective rules and principles run through the entire
lifecycle of foreign investment from entry to exit, and provide an all-around and multi-angle
system to guarantee fair competition of foreign-invested enterprises in the market economy. In
addition, foreign investors or the foreign investment enterprise should assume legal liabilities
for failing to report investment information in accordance with the requirements. Furthermore,
the FIL provides that foreign-invested enterprises, established according to the existing laws
regulating foreign investment before FIL came into effective, may maintain their structure and
corporate governance within five years after the implementation of the FIL, which means that
foreign-invested enterprises may be required to adjust the structure and corporate governance
in accordance with the current PRC Company Law and other laws and regulations governing
the corporate governance.

Along with the FIL, the Implementing Rules of Foreign Investment Law ( 13 A R
SN ETE B Maf ) ) promulgated by the State Council on December 26, 2019 and became
effective on January 1, 2020, and the Interpretation of the Supreme People’s Court on Several
Issues Concerning the Application of the Foreign Investment Law ( i A B B B 7~ 78 F
<P N BN B A P >4 T BB RE) ) promulgated by the Supreme People’s Court
on December 26, 2019 and became effective on January 1, 2020. The Implementation Rules of
Foreign Investment Law further clarifies that the State encourages and promotes foreign
investment, protects the lawful rights and interests of foreign investors, regulates foreign
investment administration, continues to optimize foreign investment environment, and
advances a higher-level opening-up.

On December 30, 2019, the MOFCOM and the SAMR, jointly promulgated the Measures for
Information Reporting on Foreign Investment ( {FMp#% &A% S H A HEL) ), which became
effective on January 1, 2020. Pursuant to the Measures for Information Reporting on Foreign
Investment, where a foreign investor carries out investment activities in mainland China
directly or indirectly, the foreign investor or the foreign-invested enterprise shall submit the
investment information to the competent commerce department.

REGULATIONS RELATING TO DIVIDEND DISTRIBUTION

The principal laws and regulations regulating the distribution of dividends by foreign-invested
enterprises in mainland China include the PRC Company Law and the FIL. Under the current
regulatory regime in mainland China, foreign-invested enterprises in mainland China may pay
dividends only out of their accumulated profit, if any, determined in accordance with
accounting standards in mainland China and regulations. A company in mainland China is
required to set aside as general reserves at least 10% of its after-tax profit, until the cumulative
amount of such reserves reaches 50% of its registered capital. A company in mainland China
shall not distribute any profits until any losses from prior fiscal years have been offset.
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REGULATIONS RELATING TO FOREIGN EXCHANGE
General Administration of Foreign Exchange

Under the PRC Foreign Currency Administration Rules ( H#HE A RN [E S il 45 BRAGR ) )
promulgated by the State Council on January 29, 1996, and last amended on August 5, 2008
and various regulations issued by the SAFE and other relevant government authorities in
mainland China, Renminbi is convertible into other currencies for the purpose of current
account items, such as trade related receipts and payments, payment of interest and dividends.
The conversion of Renminbi into other currencies and remittance of the converted foreign
currency outside mainland China for the purpose of capital account items, such as direct equity
investments, loans and repatriation of investment, requires the prior approval from the SAFE
or its local branches. Payments for transactions that take place within mainland China must be
made in Renminbi. Unless otherwise provided by laws and regulations, companies in mainland
China may repatriate foreign currency payments received from abroad or retain the same
abroad. Foreign exchange proceeds under the current accounts may be either retained or sold
to a financial institution engaging in settlement and sale of foreign exchange pursuant to
relevant rules and regulations in mainland China. For foreign exchange proceeds under the
capital accounts, approval from the SAFE is required for its retention or sale to a financial
institution engaging in settlement and sale of foreign exchange, except where such approval is

not required under the relevant rules and regulations in mainland China.
Regulations Relating to Offshore Investment

On July 4, 2014, the SAFE promulgated the SAFE Circular 37, which regulates the relevant
matters involving foreign exchange registration for round-trip investment. Under SAFE
Circular 37, a mainland China resident must register with the local SAFE counterpart before
contributing assets or equity interests in an offshore special purpose vehicle, that is directly
established or indirectly controlled by such mainland China resident for the purpose of
conducting investment or financing. In addition, following the initial registration, in the event
of any major change in respect of the offshore special purpose vehicle, including, among other
things, a change of offshore special purpose vehicle’s mainland China resident shareholder(s),
the name of the offshore special purpose vehicle, terms of operation, or any increase or
reduction of the offshore special purpose vehicle’s capital, share transfer or swap, and merger
or division, the mainland China resident shall complete the change of foreign exchange
registration procedures for offshore investment with the local SAFE counterpart. According to
the procedural guideline as attached to SAFE Circular 37, the principle of review has been
changed to “the domestic individual resident shall only register the offshore special purpose
vehicle directly established or controlled (first level).” At the same time, the SAFE has issued
the Operation Guidance for the Issues Concerning Foreign Exchange Administration over
Round-trip Investment ( CRFEFZEIMEEFLITISEFERIERET]) ) with respect to the
procedures for SAFE registration under SAFE Circular 37, which became effective on July 4,
2014, as an attachment to SAFE Circular 37. Under the relevant rules, failure to comply with
the registration procedures set out in SAFE Circular 37 may result in restrictions being
imposed on the foreign exchange activities of the relevant onshore company, including the
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payment of dividends and other distributions to its offshore parent or affiliate, and may also
subject relevant mainland China residents to penalties under foreign exchange administration
regulations in mainland China. Mainland China residents who hold any shares in the company
from time to time are required to register with the SAFE in connection with their investments
in the company.

On February 13, 2015, the SAFE promulgated the SAFE Circular 13, which became effective
on June 1, 2015, and was partially repealed by the Notice of State Administration of Foreign
Exchange on Repeal or Invalidation of Five Regulatory Documents on Foreign Exchange
Administration and Some Clauses of Seven Regulatory Documents on Foreign Exchange
Administration ( <[E AR B BT BE 1L RN IR0 144/ M A PR A0 MR K 744 4/ REE A B AR
PEREEKAYE A1) ) on December 30, 2019, and further amended SAFE Circular 37 by
requiring domestic residents to register with qualified banks rather than SAFE or its local
counterpart in connection with their establishment or control of an offshore entity established
for the purpose of overseas investment or financing.

On March 30, 2015, SAFE promulgated the Circular on Reforming the Administration
Measures on Conversion of Foreign Exchange Registered Capital of Foreign-invested
Enterprises ( B FANE B R B iR SO A1 v 4% A 2E A1 I AR 4 4 A B 5 SR ) ),
which became effective on June 1, 2015, according to which the foreign exchange capital of
foreign-invested enterprises must be subject to the Discretional Foreign Exchange Settlement
(the “Discretional Foreign Exchange Settlement”). Discretional Foreign Exchange
Settlement refers to the foreign exchange capital in the capital account of a foreign-invested
enterprise for which the rights and interests of monetary contribution has been confirmed by
the local foreign exchange bureau (or the book-entry registration of monetary contribution by
the banks) can be settled at the banks based on the actual operational needs of the
foreign-invested enterprise. The proportion of Discretional Foreign Exchange Settlement of the
foreign exchange capital of a foreign-invested enterprise is temporarily determined to be 100%.
The Renminbi converted from the foreign exchange capital will be kept in a designated
account, and if a foreign-invested enterprise needs to make further payment from such account,
it still needs to provide supporting documents and go through the review process with the
banks.

SAFE issued the Circular of the State Administration of Foreign Exchange on Reforming and
Regulating Policies on the Control over Foreign Exchange Settlement of Capital Accounts
( CEFR M 35 ) B 7 el A R o A T H 45 RE A B BOR 3 A1) ) (the “SAFE  Circular
16”), on June 9, 2016, which became effective on the same day. Pursuant to SAFE Circular 16,
enterprises registered in mainland China may also convert their foreign debts from foreign
currency to Renminbi on a discretionary basis. SAFE Circular 16 provides an integrated
standard for conversion of foreign exchange under capital account items (including but not
limited to foreign currency capital and foreign debts) on a discretionary basis which applies to
all enterprises registered in mainland China. SAFE Circular 16 reiterates the principle that
Renminbi converted from foreign currency-denominated capital of a company may not be
directly or indirectly used for purposes beyond its business scope or prohibited by PRC Law,
while such converted Renminbi shall not be provided as loans to its non-affiliated entities. On
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October 23, 2019, SAFE promulgated the Circular of the State Administration of Foreign
Exchange on Further Promoting the Facilitation of Cross-Border Trade and Investment ( <[
FONEE B B — RS S R ) OB AL AR ) (the “SAFE  Circular 287),
which became effective on the same day. SAFE Circular 28 allows non-investment foreign-
invested enterprises to use their capital funds to make equity investments in mainland China
as long as such investments do not violate the currently effective Negative List and the target
investment projects are genuine and in compliance with laws. In addition, SAFE Circular 28
stipulates that qualified enterprises in certain pilot areas may use their capital income from
registered capital, foreign debt, and overseas listing for the purpose of domestic payments
without providing authenticity certifications to the relevant banks in advance for those

domestic payments.
REGULATIONS RELATING TO TAX
Enterprise Income Tax

The PRC Enterprise Income Tax Law ( {3 A\ RILFNE A>3 FT158175) ) and the Regulations
for the Implementation of the Law on Enterprise Income Tax ( {3 A R AN A ZE 15 8i
REAER) ) (collectively, the “EIT Laws”), were promulgated on March 16, 2007, and
December 6, 2007, respectively and were most recently amended on December 29, 2018 and
April 23, 2019, respectively. According to the EIT Laws, taxpayers consist of resident
enterprises and non-resident enterprises. Resident enterprises are defined as enterprises that are
established in mainland China in accordance with PRC Law, or that are established in
accordance with the laws of foreign countries but whose actual or de facto control is
administered from within mainland China. Non-resident enterprises are defined as enterprises
that are set up in accordance with the laws of foreign countries and whose actual administration
is conducted outside mainland China, but have established institutions or premises in mainland
China, or have no such established institutions or premises but have income generated from
inside mainland China. Under the EIT Laws and relevant implementing regulations, a uniform
EIT rate of 25% is applicable. However, if non-resident enterprises have not formed permanent
establishments or premises in mainland China, or if they have formed permanent establishment
institutions or premises in mainland China but there is no actual relationship between the
relevant income derived in mainland China and the established institutions or premises set up
by them, the enterprise income tax is, in that case, set at the rate of 10% for their income
sourced from inside mainland China.

The  Notice Regarding the  Determination of  Chinese-Controlled  Offshore
Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto
Management Bodies ( BRI AME M v B #2 IA SEAK IR BT PR BB AR VE G0 2 A JB R AR 2
B EN) ) (the “SAT Circular 82”), promulgated on April 22, 2009 and amended on
December 29, 2017, sets out the standards and procedures for determining whether the “de
facto management body” of an enterprise registered outside of mainland China and controlled
by mainland China enterprises or mainland China enterprise groups is located within mainland
China. The Administrative Measures for Enterprise Income Tax of Chinese-Controlled
Offshore Incorporated Resident Enterprises (Trial) ( {3 7h it & 452 i A 2E P SR 4 51
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PEEGRIT)) ) (the “SAT Bulletin 45”), which was promulgated on July 27, 2011, became
effective on September 1, 2011 and was subsequently amended on June 15, 2018, provides
further guidance on the implementation of SAT Circular 82 and clarifies certain issues in the
areas of resident status determination, post-determination administration and competent tax
authorities’ procedures.

According to SAT Circular 82, a Chinese-controlled offshore incorporated enterprise will be
regarded as a mainland China tax resident by virtue of having a “de facto management body”
in mainland China and will be subject to PRC EIT on its worldwide income only if all of the
following criteria are met: (i) the places where the senior managers and the senior management
departments that are responsible for implementing the routine production, management and
operation of the enterprise perform their duties, are mainly located inside mainland China; (ii)
decisions relating to the enterprise’s financial and human resource matters are made or are
subject to approval by organizations or personnel in mainland China; (iii) the enterprise’s
primary assets, accounting books and records, company seals, and board and shareholders
meeting minutes are located or maintained in mainland China; and (iv) 50% or more of voting
board members or senior executives habitually reside in mainland China. According to SAT
Bulletin 45, when provided with a copy of Chinese tax resident determination certificate from
a resident Chinese controlled offshore incorporated enterprise, the payer should not withhold
income tax when paying the Chinese-sourced dividends, interests, royalties, etc. to the
mainland China controlled offshore incorporated enterprise.

Pursuant to the Announcement on Issues Regarding Implementation of Preferential Income Tax
Policy for High and New Technology Enterprise (< [BiB it =18 5 il 40> 26 i 580 08 B IBUR A
BRI RERY 2515 ) ) released on June 19, 2017, by the SAT, high-tech enterprise shall entertain
preferential tax from the year indicated on the certificate for high-tech enterprise, and complete
filing formalities with the competent tax authorities according to relevant provisions. On
expiration of the qualification as high-tech enterprise, income tax shall be temporarily levied
pursuant to a rate of 15% before renewal of the qualification; if such qualification shall not be
obtained before the end of the year, the shortage shall be made up according to relevant
provisions.

Tax on Indirect Transfer

The SAT Bulletin 7, which was issued on February 3, 2015, partially abolished by the Decision
of the State Administration of Taxation on Issuing the Catalogues of Tax Departmental Rules
and Tax Regulatory Documents Which Are Invalidated and Repealed ( B ZBLH5 485 B A 2
s R 35 8% L BB 0 1 R B AN B UACRR ME SO B BRI 7E ) ) on December 29, 2017, and most
recently amended pursuant to the Announcement of the State Administration of Taxation on
Issues Concerning the Withholding of Enterprise Income Tax at Source on Non-PRC Resident
Enterprises ( B B SR B JE J R A ZE TSR IR Fn40A B M AE R A% ) ) on October
17, 2017, became effective on December 1, 2017 and was subsequently amended on June 15,
2018. Pursuant to SAT Bulletin 7, an “indirect transfer” of assets, including equity interests in
a mainland China resident enterprise, by non-PRC resident enterprises may be recharacterized
and treated as a direct transfer of PRC Taxable Assets if the arrangement does not have a
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reasonable commercial purpose and was established for the purpose of avoiding payment of
PRC EIT. As a result, gains derived from an indirect transfer may be subject to PRC EIT.
According to SAT Bulletin 7, “PRC Taxable Assets” include assets attributed to an
establishment or a place of business in mainland China, immovable properties in mainland
China, and equity investments in mainland China resident enterprises. In respect of an indirect
offshore transfer of assets of a mainland China establishment or place of business, the relevant
gain is to be regarded as effectively connected with the mainland China establishment or a
place of business and therefore included in its EIT filing and would consequently be subject
to PRC EIT at a rate of 25%. Where the underlying transfer relates to the immovable properties
in mainland China or to equity investments in a mainland China resident enterprise, which is
not effectively connected to a mainland China establishment or a place of business of a
non-resident enterprise, a PRC EIT at 10% would apply, subject to available preferential tax
treatment under applicable tax treaties or similar arrangements, and the party who is obligated
to make the transfer payments has the withholding obligation. There is uncertainty as to the
implementation details of SAT Bulletin 7.

VAT Tax

Before August 2013 and pursuant to applicable tax regulations in mainland China, any entity
or individual conducting business in the service industry is generally required to pay a business
tax at the rate of 5% on the revenue generated from providing services. However, if the services
provided are related to technology development and transfer, the business tax may be exempted
subject to approval by the relevant tax authorities.

In November 2011, the Ministry of Finance and the SAT promulgated the Pilot Plan for
Imposition of Value-Added Tax to Replace Business Tax ( (& 2RI UEISERHAE 7)), In
May and December 2013, April 2014, March 2016 and July 2017, the Ministry of Finance and
the SAT promulgated five circulars to further expand the scope of services that are to be subject
to VAT instead of business tax. Pursuant to these tax rules, from August 1, 2013, a VAT was
imposed to replace the business tax in certain service industries, including technology services
and advertising services, and from May 1, 2016, VAT replaced business tax in all industries,
on a nationwide basis. On November 19, 2017, the State Council further amended the Interim
Regulation of the PRC on Value Added Tax ( 3 A [ILFIE B (EBE 171D ) to reflect
the normalization of the pilot program. The VAT rates generally applicable are simplified as
17%, 11%, 6% and 0%, and the VAT rate applicable to the small-scale taxpayers is 3%. Unlike
business tax, a taxpayer is allowed to offset the qualified input VAT paid on taxable purchases
against the output VAT chargeable on the revenue from services provided.

On April 4, 2018, the Ministry of Finance and the SAT issued the Notice on Adjustment of VAT
Rates ( (BTN (EBIBR AT ), which came into effect on May 1, 2018. According to
such notice, the taxable goods previously subject to VAT rates of 17% and 11% respectively
become subject to lower VAT rates of 16% and 10%, respectively starting from May 1, 2018.
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On March 20, 2019, the Ministry of Finance, the SAT and the General Administration of
Customs issued the Announcement on Policies for Deepening the VAT Reform ( {Eit &AL
{ERLCE A BEUR /245 ) ), which came into effect on April 1, 2019, to further slash VAT
rates. According to the announcement, (i) for general VAT payers’ sales activities or imports
previously subject to VAT at an existing applicable rate of 16% or 10%, the applicable VAT rate
is adjusted to 13% or 9% respectively; (ii) for the agricultural products purchased by taxpayers
to which an existing 10% deduction rate is applicable, the deduction rate is adjusted to 9%;
(ii1) for the agricultural products purchased by taxpayers for production or commissioned
processing, which are subject to VAT at 13%, the input VAT will be calculated at a 10%
deduction rate; (iv) for the exportation of goods or labor services that are subject to VAT at
16%, with the applicable export refund at the same rate, the export refund rate is adjusted to
13%; and (v) for the exportation of goods or cross-border taxable activities that are subject to
VAT at 10%, with the export refund at the same rate, the export refund rate is adjusted to 9%.

Environmental Protection Tax

According to the Environmental Protection Tax Law of the PRC ( {3 A I B BR 4% O 7%
k) ) issued by the SCNPC on December 25, 2016, implemented on January 1, 2018 and
revised on October 26, 2018, and the Regulations on the Implementation of the Environmental
Protection Tax Law of the PRC ( ¥ A\ R ILANEI IR S R EBUL B MEWBI) ) issued by the
State Council on December 25, 2017 and implemented on January 1, 2018, enterprises,
institutions and other producers and business operators that directly discharge taxable
pollutants into the environment within the territory of mainland China and in other sea areas
under the jurisdiction of mainland China are taxpayers of environmental tax and shall pay
environmental protection tax in accordance with the law.

Dividend Withholding Tax

The PRC Enterprise Income Tax Law provides that since January 1, 2008, an EIT rate of 10%
will normally be applicable to dividends declared to non-PRC resident investors which do not
have an establishment or place of business in mainland China, or which have such
establishment or place of business, but the relevant income is not effectively connected with
the establishment or place of business, to the extent such dividends are derived from sources
within mainland China.

Pursuant to the Arrangement Between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with Respect to Taxes on Incomes (<A1 HIFN #5457 Il 4 7 B [ B 7 3 e 75 2k 4 B8 B
BiABH IE s B4 HE) ), and other applicable PRC Law, if a Hong Kong resident enterprise
is determined by the competent tax authority in mainland China to have satisfied the relevant
conditions and requirements under this arrangement and other applicable laws, the 10%
withholding tax on the dividends the Hong Kong resident enterprise receives from a mainland
China resident enterprise may be reduced to 5%. However, based on the Notice of the State
Administration of Taxation on Issues Relating to the Implementation of Dividend Clauses in
Tax Treaties ( B FBIE AR BB TR I 2 BB A B ER A1) ) issued on

February 20, 2009, if the relevant tax authorities in mainland China determine, in their
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discretion, that a company benefits from such reduced income tax rate due to a structure or
arrangement that is primarily tax-driven, such tax authorities in mainland China may adjust the
preferential tax treatment. According to the Announcement of the State Administration of
Taxation on Issues Relating to “Beneficial Owner” in Tax Treaties ( < ZBLH 485 B A Bk
b ez 28 A N B BRI /A45) ), which was issued by the SAT on February 3, 2018
and became effective on April 1, 2018, when determining the applicant’s status of the
“beneficial owner” regarding tax treatments in connection with dividends, interests or royalties
in the tax treaties, several factors, including without limitation, whether the applicant is
obligated to pay more than 50% of its income in twelve months to residents in third country
or region, whether the business operated by the applicant constitutes the actual business
activities, and whether the counterparty country or region to the tax treaties does not levy any
tax or grant tax exemption on relevant incomes or levy tax at an extremely low rate, will be
taken into account, and it will be analyzed according to the actual circumstances of the specific
cases. This notice further provides that applicants who intend to prove his or her status of the
“beneficial owner” shall submit the relevant documents to the relevant tax bureau according to
the Announcement of State Taxation Administration on Promulgation of the Administrative
Measures on Non-resident Taxpayers Enjoying Treaty Benefits ( <[Bl Z i1 )5 B ik 48 i < IF
Ja R A BN 2 W 2 R BEES B A5 ) ).

REGULATIONS RELATING TO THE IMPORTS AND EXPORTS OF PRODUCTS

Under the Customs Law of the PRC ( {13 A RILFIE 5 B1%) ) promulgated on January 22,
1987, which came into effect on July 1, 1987 and was last amended with immediate effect on
April 29, 2021, unless otherwise stipulated, the declaration of import and export goods may be
made by consignees and consignors themselves, and such formalities may also be completed
by their entrusted customs brokers that have registered with the Customs. The consignees and
consignors for import or export of goods and the customs brokers engaged in customs
declaration shall register with the Customs in accordance with the laws. The receiver of import
goods and the sender of export goods shall make an accurate declaration and submit the import
or export licence and relevant papers to the Customs office for examination. The consignee or
consignor of imported or exported goods or a customs declaration enterprise who applies for
recordation shall obtain the qualification of market entities, in accordance with the Provisions
of the PRC on the Administration of Recordation of Customs Declaration Entities ( {*F#E A
P 0 [0 7 ) e R LA A SR A B E ) ), which was promulgated on November 19, 2021 and
became effective on January 1, 2022.

REGULATIONS RELATING TO UNFAIR COMPETITION AND ANTI-MONOPOLY

According to the Anti-unfair Competition Law of the PRC ( (H#e A\ RILFNE 2 A IE 5 5 5
%) ), promulgated on September 2, 1993, and last amended with immediate effect on April 23,
2019, unfair competition refers to the circumstance where the operator disrupts the market
competition order and damages the legitimate rights and interests of other operators or
consumers in violation of the provisions set forth therein in its production and operating
activities. Operators shall abide by the principle of voluntariness, equality, impartiality,
integrity, as well as laws and business ethics during production and operating activities.
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The Anti-Monopoly Law of the PRC ( {*h#EARIAE [ HEETL) ) promulgated by the
SCNPC on August 30, 2007 and became effective on August 1, 2008, last amended on June 24,
2022 with effective date of August 1, 2022, and the Rules of the State Council on Declaration
Threshold for Concentration of Undertakings ( IS Bt B s 2658 7 25 4 v PR SRR ) R ) )
promulgated by the State Council on August 3, 2008, and latest amended on September 18,
2018, require that where a concentration reaches one of the following thresholds, a declaration
must be lodged in advance with the anti-monopoly law enforcement agency under the State
Council, or otherwise the concentration shall not be implemented: (i) during the previous fiscal
year, the total global turnover of all undertakings participating in the concentration exceeded
RMBI10 billion, and at least two of these undertakings each had a turnover of more than
RMB400 million within mainland China; or (ii) during the previous fiscal year, the total
turnover within mainland China of all the undertakings participating in the concentration
exceeded RMB2 billion, and at least two of these undertakings each had a turnover of more
than RMB400 million within mainland China.

The Measures for Examination and Approval of Concentration of Business Operators ( (8%
FHHEPFEEYITHE) ), promulgated by the SAMR on October 23, 2020, last amended on
March 24, 2022, and became effective on May 1, 2022, which refers concentration as (i) a
merger of undertakings; (ii) acquiring control over other undertakings by acquiring equities or
assets; or (iii) acquisition of control over, or the possibility of exercising decisive influence on,

an undertaking by contract or by any other means.
REGULATIONS RELATING TO INTELLECTUAL PROPERTY
Copyright

The PRC has enacted various laws and regulations relating to the protection of copyright.
China is a signatory to some major international conventions on protection of copyright and
became a member of the Berne Convention for the Protection of Literary and Artistic Works
in October 1992, the Universal Copyright Convention in October 1992, and the Agreement on
Trade-Related Aspects of Intellectual Property Rights upon its accession to the World Trade
Organization in December 2001.

The PRC Copyright Law ( (3 NRILAEFEEREE) ) promulgated by the SCNPC on
September 7, 1990, last amended on November 11, 2020 and became effective on June 1, 2021,
and its related Implementing Regulations ( {12 A RS AN B0 VERE I B i 91]) ) issued by
the State Council on August 2, 2002 and last amended on January 30, 2013 and became
effective on March 1, 2013, provides that Chinese citizens, legal persons, or other
organizations shall, whether published or not, enjoy copyright in their works, which include,
among others, works of literature, art, natural science, social science, engineering technology
and computer software. The PRC Copyright Law aims to encourage the creation and
dissemination of works which is beneficial for the construction of socialist spiritual civilization

and material civilization and promote the development and prosperity of Chinese culture.
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The Computer Software Copyright Registration Measures ( CFIAMEHR {5 ERESFEHFE) ),
promulgated by the National Copyright Administration (the “NCA”) on February 20, 2002,
regulate registrations of software copyright, exclusive licensing contracts for software
copyright and transfer contracts. The NCA shall be the competent authority for the nationwide
administration of software copyright registration and the PRC Copyright Protection Center, is
designated as the software registration authority. The PRC Copyright Protection Center shall
grant registration certificates to the Computer Software Copyrights applicants which conform
to the provisions of both the Computer Software Copyright Registration Measures and the
Computer Software Protection Regulations (Revised in 2013) ( (GHE I LRFEMS]) (2013
FERD)).

Trademark

Trademarks are protected by the PRC Trademark Law ( {3 A\ R ILFNE P ) ) which was
promulgated on August 23, 1982, and last amended on April 23, 2019 as well as the
Implementation Regulation of the PRC Trademark Law ( <& A F& AN Bl R 75 B a6 1) )
which was adopted by the State Council on August 3, 2002 and amended on April 29, 2014.
In mainland China, registered trademarks include commodity trademarks, service trademarks,
collective marks and certification marks.

The PRC Trademark Office of National Intellectual Property Administration is responsible for
the registration and administration of trademarks throughout mainland China and grants a term
of ten years to registered trademarks. Trademarks are renewable every ten years where a
registered trademark needs to be used after the expiration of its validity term. A registration
renewal application shall be filed within twelve months prior to the expiration of the term. A
trademark registrant may license its registered trademark to another party by entering into a
trademark license contract. Trademark license agreements must be filed with the trademark
office to be recorded. The licensor shall supervise the quality of the commodities on which the
trademark is used, and the licensee shall guarantee the quality of such commodities. As with
trademarks, the PRC Trademark Law has adopted a “first come, first file” principle with
respect to trademark registration. Where trademark for which a registration application has
been made is identical or similar to another trademark which has already been registered or
been subject to a preliminary examination and approval for use on the same kind of or similar
commodities or services, the application for registration of such trademark may be rejected.
Any person applying for the registration of a trademark may not prejudice the existing right
first obtained by others, nor may any person register in advance a trademark that has already
been used by another party and has already gained a “sufficient degree of reputation” through
such party’s use.

Patent

Patents are protected by the PRC Patent Law ( (¥ NRILAIEIF]E) ) which was
promulgated on March 12, 1984, last amended on October 17, 2020, and became effective on
June 1, 2021, and the Implementation Rules for the PRC Patent Law ( (GEEPNEE S v
FENEANH]) ) promulgated on January 19, 1985 and last amended on January 9, 2010 by the
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State Council. A patentable invention or utility model must meet three conditions: novelty,
inventiveness and practical applicability. Patents cannot be granted for scientific discoveries,
rules and methods for intellectual activities, methods used to diagnose or treat diseases, animal
and plant breeds or substances obtained by means of nuclear transformation. The Patent Office
under the National Intellectual Property Administration is responsible for receiving, examining
and approving patent applications. A patent is valid for a twenty-year term for an invention and
a ten-year term for a utility model or design. Except under certain specific circumstances
provided by law, any third-party user must obtain consent or a proper license from the patent
owner to use the patent, or else the use will constitute an infringement of the rights of the
patent holder.

Domain Names

Domain names are protected under the Administrative Measures on the Internet Domain Names
( CHBHI A E ML) ) promulgated by the MIIT on August 24, 2017. The MIIT is the
major regulatory body responsible for the administration of mainland China internet domain
names, under supervision of which the China Internet Network Information Center is
responsible for the daily administration of .cn domain names and Chinese domain names.
China Internet Network Information Center adopts the “first to file” principle with respect to
the registration of domain names. In November 2017, the MIIT promulgated the Notice of the
Ministry of Industry and Information Technology on Regulating the Use of Domain Names in
Providing Internet-based Information Services ( I 3EH1{5 B Al 5 BH A 15 B gh 4 5 2 IR fef
Jizhr ZALSEGIRSID) ), which became effective on January 1, 2018. Pursuant to the notice, the
domain names used by an internet-based information service provider in providing internet-
based information services must be registered and owned by such provider in accordance with
the law. If the internet-based information service provider is an entity, the domain name
registrant must be the entity (or any of the entity’s shareholders), or the entity’s principal or

senior manager.

REGULATIONS RELATING TO EMPLOYMENT AND SOCIAL WELFARE
The Labor Contract Law

According to the PRC Labor Law ( (H1# A\ RILFNEH 55 8%) ) promulgated on July 5, 1994,
and last amended on December 29, 2018, enterprises and institutions shall establish and
improve their system of workplace safety and sanitation, strictly abide by State rules and
standards on workplace safety, educate employees on labor safety and sanitation in mainland
China. Labor safety and sanitation facilities shall comply with standards stipulated by the
State. Enterprises and institutions shall provide employees with a safe workplace and sanitary
conditions which are in compliance with State stipulations and the relevant articles of labor
protection. The PRC Labor Contract Law ( (¥ ANRILHE S E AR7E) ), which was
implemented on January 1, 2008, and amended on December 28, 2012, is primarily aimed at
regulating employee/employer rights and obligations, including matters with respect to the
establishment, performance and termination of labor contracts. Pursuant to the PRC Labor
Contract Law, labor contracts shall be concluded in writing if labor relationships are to be or
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have been established between enterprises or institutions and the employees. Enterprises and
institutions are forbidden to force employees to work beyond the time limit and employers shall
pay employees for overtime work in accordance with the laws and regulations. In addition,
labor wages shall not be lower than local standards on minimum wages and shall be paid to
employees in a timely manner.

Social Insurance and Housing Fund

As required under the Regulation of Insurance for Labor Injury ( (TAGPRBREEGI) )
implemented on January 1, 2004 and amended on December 20, 2010, the Provisional
Measures for Maternity Insurance of Employees of Corporations ( {{ZERE LA & PRt ¥
) ) implemented on January 1, 1995, the Decisions on the Establishment of a Unified
Program for Basic Old-Aged Pension Insurance for Employees of Corporations of the State
Council ( BB B B 857 48— 19 SEMk TIAE L ARBRHl E P E) ) issued on July 16,
1997, the Decisions on the Establishment of the Medical Insurance Program for Urban Workers
of the State Council ( <[5 B B 2 37 kI T A B R B il BE A P E ) ) promulgated on
December 14, 1998, the Unemployment Insurance Measures ( {RZEFRFEH]) ) promulgated
on January 22, 1999 and the Social Insurance Law of the PRC ( {H 3 A R ILFNE 41 & R B
%) ) implemented on July 1, 2011 and amended on December 29, 2018, enterprises are
obliged to provide their employees in mainland China with welfare schemes covering pension
insurance, unemployment insurance, maternity insurance, labor injury insurance and medical
insurance. These payments are made to local administrative authorities and any employers who
fail to promptly contribute social security premiums in full amount shall be ordered by the
social security premium collection agency to make or supplement contributions within a
stipulated period, and shall be subject to a late payment fine computed from the due date at the
rate of 0.05% per day; where payment is not made within the stipulated period, the relevant
administrative authorities shall impose a fine ranging from one to three times the amount in
arrears.

In accordance with the Regulations on the Management of Housing Funds ( {ff5 A& &4
&%) ) which was promulgated by the State Council on April 3, 1999 and last amended on
March 24, 2019, enterprises must register at the competent managing center for housing funds
and upon the examination by such managing center of housing funds, these enterprises shall
complete procedures for opening an account at the relevant bank for the deposit of employees’
housing funds. Enterprises are also required to pay and deposit housing funds on behalf of their
employees in full and in a timely manner. If any employer is overdue in the contribution of,
or underpays, the housing provident fund, the management center shall order it to make the
contribution within a prescribed time limit; where the contribution has not been made within
the given period, an application may be made to a people’s court for compulsory enforcement.
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Prevention and Control of Occupational Diseases

According to the Law of the PRC on the Prevention and Control of Occupational Diseases
( (HpEE N RILABIBRZEWPIIRTL) ) issued by SCNPC on October 27, 2001, and revised on
December 31, 2011, July 2, 2016, and latest revised on December 29, 2018, where a new
construction, expansion, or reconstruction project or a technical improvement and technology
introduction project may cause any occupational disease hazards, the construction entity shall
(i) assess in advance the occupational disease hazards at the feasibility study stage; (ii)
evaluate the effects of occupational disease hazard control before the acceptance check of the
construction project; and (iii) legally organize acceptance check to the protective facilities
against occupational diseases. The protective facilities against occupational diseases may be
put into use in regular production and other operations only after passing the acceptance check.
Besides, employers shall (i) establish and improve a responsibility system for the prevention
and control of occupational diseases, strengthen the management of the prevention and control
of occupational diseases, improve their capabilities of the prevention and control of
occupational diseases, and assume responsibilities for their own occupational disease hazards;
(ii) participate in work-related injury insurance according to law; (iii) adopt effective
protective facilities against occupational diseases and provide employees with occupational
disease protection items satisfying the requirements for the prevention and control of
occupational diseases for personal use; (iv) install alarms and provide on-site rescue items,
washing equipment, emergency evacuation exits, and necessary hazard buffer zones for toxic
or harmful work sites where acute occupational injuries my occur; and (v) truthfully inform
their employees of the occupational disease hazards which may arise in the work process, the
consequences thereof, the protective measures against occupational diseases, remuneration,
and other matters and include the same in the employment contracts, and shall not conceal such
information or defraud their employees when signing employment contracts.

Labor Dispatch

The Ministry of Human Resources and Social Security promulgated the Interim Provisions on
Labor Dispatch ( (BHIKEEITHE) ) on January 24, 2014, which became effective on
March 1, 2014. It states that labor dispatch should only be applicable to temporary, auxiliary
or substitute positions. For purposes of these provisions, temporary positions mean positions
subsisting for no more than six months, auxiliary positions mean positions of non-major
businesses, and substitute positions mean positions that can be held by substitute employees for
a certain period of time during which the employees who originally hold such positions are
unable to work as a result of full-time study, being on leave or other reasons. The Interim
Provisions on Labor Dispatch further provide that the number of the dispatched workers of an
employer shall not exceed 10% of its total workers, and the total workforce of an employer
shall refer to the sum of the number of the workers who have signed labor contracts with the
employer and the number of workers who are dispatched to the employer.
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Employee Stock Incentive Plan

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plan of Overseas
Publicly-Listed Company ( <[54 3 5 B A 45 RN S B Ah 1 A =) IRE B =1 31 1
REAE LA B (W48 F0) ), individuals participating in any stock incentive plan of any
overseas publicly listed company who are PRC citizens or non-PRC citizens who reside in
mainland China for a continuous period of not less than one year, subject to a few exceptions
are required to register with SAFE or its local branches and complete certain other procedures
through a domestic qualified agent, which could be a mainland China subsidiary of such
overseas listed company, and complete certain other procedures. The participants must also
retain an overseas entrusted institution to handle matters in connection with their exercise of
stock options, the purchase and sale of corresponding stocks or interests and fund transfers. In
addition, the PRC agent is required to amend the SAFE registration with respect to the stock
incentive plan if there is any material change to the stock incentive plan, the PRC agent or the
overseas entrusted institution or other material changes. The PRC agents must, on behalf of
mainland China residents who have the right to exercise the employee share options, apply to
SAFE or its local branches for an annual quota for the payment of foreign currencies in
connection with the mainland China residents’ exercise of the employee share options. The
foreign exchange proceeds received by mainland China residents from the sale of shares under
the stock incentive plans granted and dividends distributed by the overseas listed companies
must be remitted into the bank accounts in mainland China opened by the PRC agents before
distribution to such mainland China residents. Under the Circular of the State Administration
of Taxation on Issues Concerning Individual Income Tax in Relation to Equity Incentives ( {2
R0 155 AL SRy B I RO RRE S A R A1 A i 58 T 78 K1) ) which was promulgated by the PRC
SAT and took effective from August 24, 2009, and last amended on April 18, 2011 with
effective date of May 1, 2011, listed companies and their domestic organizations shall,
according to the individual income tax calculation methods for “wage and salary income” and
stock option income, lawfully withhold and pay individual income tax on such income.

REGULATIONS RELATING TO LAND AND THE LEASING OF PROPERTY
Land

Pursuant to the Land Administration Law of the PRC ( (' #E A\ R ALFE - b4 #7%) ), which
was promulgated by the Standing Committee of the SCNPC on June 25, 1986, implemented on
January 1, 1987 and latest revised on August 26, 2019 and became effective on January 1,
2020, and the Implementation Regulations for the Land Administration Law of the PRC (
#e N R ICAN B + b L B R B) ), which was promulgated by the State Council on
January 4, 1991, latest amended on July 2, 2021 with effective date of September 1, 2021, land
owned by the State may be remised or allotted to construction units or individuals in
accordance with the law and regulations.
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Leasing of Property

Pursuant to the Administrative Measures for the Leasing of Commodity Housing ( P75 &
FHEE L) ) issued by the Ministry of Housing and Urban-Rural Development of the PRC
on December 1, 2010 and came into force on February 1, 2011, within 30 days after the
execution of the housing lease contract, parties to the leasing of housing shall handle the
registration and filing procedure of the leasing of housing at the departments in charge of
construction (real estate) of the governments in the municipality directly under the Central
Government, city and county where the leased housing is located. In the event that parties to
the leasing of housing fail to handle the registration and filing procedure of the leasing of
housing, the department in charge of construction (real estate) of the people’s government in
the municipality directly under the Central Government, the cities or the counties shall order
rectification within a time limit. If rectification is not made by an individual within the time
limit, a fine of less than RMB1,000 shall be imposed. If rectification is not made by an entity
within the time limit, a fine of more than RMB1,000 but less than RMB10,000 shall be
imposed.

Furthermore, under any of the following circumstances, the properties shall not be let out: (i)
illegal buildings; (ii) buildings which do not comply with mandatory project construction
standards such as safety, disaster prevention, etc; (iii) change of nature of property use which
violates the provisions; or (iv) any other circumstances for which leasing is prohibited as
stipulated by laws and regulations. Persons who violate the provisions above shall be ordered
by the development (real estate) department of the People’s Governments of centrally
administered municipalities, municipalities or counties to rectify the situation within a
stipulated period; where there is no illegal income, a fine of not more than RMB5,000 may be
imposed; where illegal income has accrued, a fine ranging from one to three times the amount
of illegal income may be imposed, subject to a maximum of RMB30,000.

According to the PRC Civil Code, the lessee may sublease the leased premises to a third party,
subject to the consent of the lessor. Where the lessee subleases the premises, the lease contract
between the lessee and the lessor remains valid. The lessor is entitled to terminate the lease
contract if the lessee subleases the premises without the consent of the lessor. In addition, if
the lessor transfers the premises, the lease contract between the lessee and the lessor shall
remain valid. Where the mortgaged property has been leased and the possession thereof has
been transferred before the creation of mortgage, the original lease relations shall not be
affected by the mortgage.

REGULATIONS RELATING TO THE PLANNING AND CONSTRUCTION

According to the Urban and Rural Planning Law of the PRC ( {H 3 A RN B 3k AR #1754 ) )
(the “Urban and Rural Planning Law”) promulgated by the SCNPC on October 28, 2007,
implemented on January 1, 2008 and latest revised on April 23, 2019, a construction land
planning permit is required for the right to use the State-owned land acquired by assignment
and appropriation. According to the Urban and Rural Planning Law, to build any structure,

fixture, road, pipeline or other engineering project within a city or town planning area, the
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construction entity or individual shall apply to the competent department of urban and rural
planning under the people’s government of the city or county or the town people’s government
specified by the people’s government of the province, autonomous region or municipality
directly under the central government for a planning permit on construction project.

According to the Construction Law of the PRC ( {1 #E A RILFIE & 5E7%) ) promulgated by
the SCNPC on November 1, 1997, implemented on March 1, 1998 and revised on April 22,
2011 and April 23, 2019, construction units shall, in accordance with the relevant provisions
of mainland China, apply to the competent construction administrative departments under the
prefecture-county governments or above for construction licences.

According to the Rules on the Administration of Construction Quality ( CEEREE TR &4 Mk
%) ) promulgated by the State Council on January 30, 2000 and amended on October 7, 2017
and April 23, 2019, and the Administrative Measures for Recording of the Inspection and
Acceptance on Construction Completion of Buildings and Municipal Infrastructures ( 5 /& &
SERNTH B RE RO TR T BRI 224 #HHE) ) promulgated and implemented by the former
Ministry of Construction on April 4, 2000 and amended on October 19, 2009, construction
project shall not be delivered for use unless it has passed the completion-based check. The
construction entity should file a record to a competent construction administrative department
of the people’s government at or above the county level of the place where the project is
located within 15 days from the day when the construction project passes the acceptance check.

Pursuant to the Fire Safety Law ( (JFFjii%) ) as promulgated by the SCNPC in April 1998 and
last amended on April 29, 2021 and the Interim Provisions on Administration of Fire Control
Design Review and Acceptance of Construction Project ( sk TH2 I b sl 517 £ Bn i & gy
THIZE) ) promulgated by the Ministry of Housing and Urban-Rural Development in April
2020, the construction entity of a large-scale crowded venue (including the construction of a
manufacturing plant whose size is over 2,500 square meters) and other special construction
projects must apply for fire prevention design review with fire control authorities, and
complete fire assessment inspection and acceptance procedures after the construction project
is completed. The construction entity of other construction projects must complete the filing
for fire prevention design and the fire safety completion inspection and acceptance procedures
within five business days after passing the construction completion inspection and acceptance.
If the construction entity fails to pass the fire safety inspection before such venue is put into
use or fails to conform to the fire safety requirements after such inspection, it will be subject
to (i) orders to suspend the construction of projects, use of such projects, or operation of
relevant business, and (ii) a fine between RMB30,000 and RMB300,000.

REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION
Environmental Protection
Laws and regulations relating to environmental protection enterprises conducting

manufacturing activities in mainland China are subject to provisions under PRC environmental

laws and regulations on noise, waste water, gas emissions and other industrial waste. The major
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governing environmental laws and regulations consist of the Environmental Protection Law of
the PRC ( {13 N RALF B BRIE R 3EEL) ), which was most recently amended on April 24,
2014 and became effective on January 1, 2015, the Law on the Prevention and Control of Water
Pollution of the PRC ( {H#E A R ILFNE /KI5 YLBiiEEE) ), which was most recently amended
on June 27, 2017 and became effective on January 1, 2018, the Law on the Prevention and
Control of Air Pollution of the PRC ( {3 A RIFN B KZI544FiR15) ), which was most
recently amended and became effective on October 26, 2018, the Law on the Prevention and
Control of Solid Waste Pollution of the PRC ( A3 A F A [ [ 58 B V5 YL ER 45 5 TR 75 ) )
which was most recently amended on April 29, 2020 and became effective on September 1,
2020, and the Law of the PRC on the Prevention and Control of Noise Pollution ( {3 AR

LN B W5 YL IR E5) ), which was promulgated on December 24, 2021 and came into
effective on June 5, 2022 (collectively the “Environmental Laws”). Pursuant to the
Environmental Laws, enterprises in mainland China shall build requisite environmental
treatment facilities affiliating to the manufacturing facilities, where gas emissions, waste water
and solid waste generated can be treated properly in accordance with the relevant provisions.

Environmental Impact Assessment and Acceptance of Environmental Protection of
Construction Projects

Pursuant to the Law on the Evaluation of Environment Effects of the PRC ( <+ 3 A R LA

5 BEeEE:) ), which was promulgated on October 28, 2002 and was amended on July 2,
2016 and on December 29, 2018, the Administrative Regulations on the Environmental
Protection for Construction Projects ( CEaIHHIRBIREE LM ), which  was
promulgated on November 29, 1998 and amended on July 16, 2017 and became effective on
October 1, 2017, and the Interim Measures for the Acceptance Inspections of Environment
Protection Facilities of Construction Projects ( CEs%IHH R THIRRAERCEITHRE) )
which was promulgated by the Ministry of Environmental Protection of the PRC on November
20, 2017, enterprises that are planning construction projects should provide assessment reports,
statement or registration form on the environmental impact of such projects. The assessment
reports and statements must be approved by the competent environmental protection authorities
prior to commencement of any construction work, while the registration forms shall be filed
to them. Unless otherwise stipulated by laws and regulations, enterprises which are required to
provide assessment reports and statements shall undertake the responsibility of acceptance
inspections of the environmental protection facilities by itself upon the completion of the
construction project. A construction project may be formally put into production or use only if
the corresponding environmental protection facilities have passed the acceptance examination.
The competent authorities may carry out spot check and supervision on the implementation of

the environmental protection facilities.
Pollutant Discharge License

Pursuant to the Administrative Regulation for Pollutant Discharge Licensing ( {JEi5 #F o] & #
161y ), which became effective on March 1, 2021, enterprises, public institutions and other
producers and business operators that are subject to the administration of pollutant discharge

permits in accordance with the provisions of the law shall apply for pollutant discharge permit
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in accordance with the provisions of these Regulations. Based on factors such as the amount
of pollutants produced, the amount of pollutants discharged and the impact on the environment,
pollutant discharge units are subject to two different level of pollutant discharge permit
administration, namely priority administration and simplified administration.

The Prevention and Technological Policies for Pollution of Hazardous Waste ( {f& B /8475 U
)7 96 5 il BUR ) ), which was promulgated on December 17, 2001, and the Prevention and
Technological Policies for Pollution of Waste Batteries ( <8 & hy5 YBHIAHMTEOR) ), which
was promulgated on October 9, 2003 and last amended with immediate effect on December 26,
2016, emphasize that waste lead-acid batteries shall be recycled and shall not be disposed of
in other ways. The collection and delivery of waste lead-acid batteries shall be within the scope
of hazardous waste management. Furthermore, the Prevention and Technological Policies for
Pollution of Used Batteries ( (BERIMITYBIIAFLMIECK) ) further stipulates that
manufacturers and importers of rechargeable batteries, such as lead-acid batteries and
lithium-ion batteries, and manufactures who manufacture products by using rechargeable
batteries shall be responsible for the recycling of waste batteries. The responsible parties shall
direct and arrange for the establishment of a recycling system for waste batteries in accordance
with the marketing channels for their own products or appoint relevant entities under the
recycling system to carry out the recycling effectively.

REGULATIONS RELATING TO INFORMATION SECURITY AND PERSONAL
INFORMATION PROTECTION

The PRC Civil Code ( (% N RILAE RZEI) ), which was issued by the NPC on May 28,
2020 and took effect on January 1, 2021 provides that natural persons’ personal information
shall be protected by law and any organizations and individuals shall legally collect personal
information and ensure the security of personal information collected. It is not allowed to
illegally collect, use, process or transfer the personal information, or illegally buy or sell,
provide or make public the personal information of others. Personal information of natural
persons refers to all kinds of information recorded by electronic or otherwise that can be used
to independently identify or be combined with other information to identify the natural
persons’ names, dates of birth, ID numbers, biometric information, addresses, telephone
numbers, e-mail addresses, health information, whereabouts, etc. The processing of personal
information shall be subject to the principle of legitimacy, rightfulness and necessity, with no
excessive processing. The PRC Civil Code has revised the Internet tort liability and further
elaborated on “safe harbor” rule with respect to an internet service provider from both the
aspects of notice and counter notice, including (i) upon receiving notice from the right holder,
promptly adopting necessary protective measures such as deletion, screening or disconnection
of hyperlinks and reefing right holder’s notice to disputed internet user; and (ii) upon receiving
counter-notice from the disputed internet user, referring such counter-notice to the claiming
right holder and informing him/her to take other corresponding measures such as filing

complaint with competent authorities or suit with courts.
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On November 7, 2016, the SCNPC promulgated the Cyber Security Law of the PRC
( (e NI B4 46 %2415 ) ), which became effective on June 1, 2017. Pursuant to the
Cyber Security Law, network operators shall comply with laws and regulations and fulfil their
obligations to safeguard security of the network when conducting business and providing
services. Those who provide services through networks shall take technical measures and other
necessary measures in accordance with laws, regulations and compulsory national
requirements to safeguard the safe and stable operation of the networks, respond to network
security incidents effectively, prevent illegal and criminal activities and maintain the integrity,
confidentiality and usability of network data. Network operators shall not collect the personal
information irrelevant to the services they provide or collect or use the personal information
in violation of the provisions of laws or agreements between both parties, and network
operators of key information infrastructure shall store all the personal information and
important data collected and produced within the territory of mainland China. Their purchases
of network products and services that may affect national security shall be subject to national
cyber security review. The network operators who violate the aforesaid regulations may be
ordered by the competent authority to make corrections, be given a warning, or be imposed a
fine with different amounts.

The PRC Data Security Law ( {3 A RILFIE EP5 % 275) ) was promulgated on June 10,
2021 and became effective on September 1, 2021. The PRC Data Security Law imposes data
security and privacy obligations on entities and individuals carrying out data activities, and
introduces a data classification and hierarchical protection system based on the importance of
data in economic and social development, as well as the degree of harm it will cause to national
security, public interests, or legitimate rights and interests of individuals or organizations when
such data is tampered with, destroyed, leaked, or illegally acquired or used. The PRC Data
Security Law also provides for a national security review procedure for data activities that may
affect national security and imposes export restrictions on certain data and information.
Violation of the PRC Data Security Law may subject the relevant entities or individuals to
warning, fines, suspension of business for rectification, revocation of permits or business
licenses, and/or even criminal liabilities. According to the PRC Data Security Law, the
maximum monetary fine imposed on the breaching party is RMB10 million.

On December 28, 2021, the Cyberspace Administration of China and certain other PRC
regulatory authorities published the Measures for Cybersecurity Review ( (%% % 28 At
%) ), which became effective on February 15, 2022, replacing the Measures for Cybersecurity
Review in 2020. Pursuant to the new measures, critical information infrastructure operators
that purchase network products and services and network platform operators engaging in data
processing activities that affect or may affect national security must be subject to the
cybersecurity review. A network platform operator that has the personal information of more
than one million users must apply for a cybersecurity review when it seeks to list in a foreign
country. The Measures for Cybersecurity Review further elaborates the factors to be considered
when assessing the national security risks of the relevant activities, including, among others:
(1) the risk of core data, important data, or a large amount of personal information being stolen,
leaked, destroyed, and illegally used or exited the country, and (ii) the risk of critical
information infrastructure, core data, important data, or a large amount of personal information
being affected, controlled, or maliciously used by foreign governments after listing abroad.
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On November 14, 2021, the Cyberspace Administration of China issued the Administration
Governing the Cyber Data Security (Draft for Comments) ( 4848 Bh5 2 28 TR (Bek E R
f4)) ) (the “Draft Cyber Data Security Regulations”). The Draft Cyber Data Security
Regulations have set out requirements on matters such as the protection of personal
information, security of important data, security management of cross-border data transfer,
application for cybersecurity review and obligations of internet platform operators. Pursuant to
the Draft Cyber Data Security Regulations, data processors carrying out the following
activities must, in accordance with the relevant national regulations, apply for a cybersecurity
review: (i) the merger, reorganization or spin-off of Internet platform operators that possess a
large number of data resources related to national security, economic development and public
interests that affects or may affect national security; (ii) listing in a foreign country of any data
processors that process the personal information of more than one million users; (iii) listing in
Hong Kong of data processors, which affects or may affect national security; and (iv) other data
processing activities that affect or may affect national security. The Draft Cyber Data Security
Regulations did not define the scope of and threshold for determining what “affects or may
affect national security.” The term “national security” is defined as “the status of National
regime, sovereignty, unity and territorial integrity, people’s well-being, sustainable economic
and social development, and other major national interests that are relatively safe and free from
internal and external threats, as well as the ability to ensure continuous security” in the
National Security Law of the PRC (2015) ( < #EANRILABEIE KL 21E5) (2015)). In the
absence of further explanation or interpretation, the government authorities in mainland China
may have wide discretion in the interpretation of “affects or may affect national security.” As
of the Latest Practicable Date, the Draft Cyber Data Security Regulations has not come into
effect.

Pursuant to the Measures on Security Assessment of Cross-border Data Transfer ( (5 5%
LARFHEHEL) ), which were promulgated on July 7, 2022, and came into effect on
September 1, 2022 by the Cyberspace Administration of China, to provide data abroad, a data
processor falling under any of the following circumstances shall, through the local cyberspace
administration at the provincial level, apply for security assessment of outbound data: (i) where
a data processor provides critical data abroad; (ii) where a key information infrastructure
operator or a data processor processing the personal information of more than one million
individuals provides personal information abroad; (iii) where a data processor has provided
personal information of 100,000 individuals or sensitive personal information of 10,000
individuals in total abroad since January 1 of the previous year; and (iv) other circumstances
prescribed by the Cyberspace Administration of China for which declaration for security
assessment for outbound data transfers is required.

On August 20, 2021, the SCNPC issued the PRC Personal Information Protection Law ( (rp
e N\ RILA B LS EE#E) ) (the “Personal Information Protection Law”), which took
effect on November 1, 2021. It integrates the scattered rules with respect to personal
information rights and privacy protection and aims at protecting the personal information rights
and interests, regulating the processing of personal information, ensuring the orderly and free
flow of personal information in accordance with the law, and promoting the reasonable use of
personal information. Personal information, as defined in the Personal Information Protection
Law, refers to information related to identified or identifiable natural persons and recorded by
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electronic or other means, but excluding the anonymized information. The Personal
Information Protection Law provides the circumstances under which a personal information
processor could process personal information, which include but not limited to, where the
consent of the individual concerned is obtained or where it is necessary for the conclusion or
performance of a contract to which the individual is a contractual party. It also stipulates
certain specific rules with respect to the obligations of a personal information processor, such
as to inform the purpose and method of processing to the individuals, and the obligations of
the third party who has access to the personal information by way of co-processing or
delegation.

As of the Latest Practicable Date, (i) we had not received any notification from relevant PRC
government authorities identifying us as a critical information infrastructure operator, (ii) we
had not received any inquiry, notice, warning from any PRC government authorities, and have
not been subject to any investigation, sanctions or penalties made by any PRC government
authorities regarding national security risks caused by our business operations or Listing, we
had not received any notification from any PRC government authorities informing us that we
need to proceed a security assessment, (iii) we are production-oriented enterprises, rather than
internet companies, our business operation do not heavily rely on the internet and data we
collect and generate, (iv) the data we collect and generate within the territory of mainland
China was stored within the territory of mainland China, and our daily operations and Listing
had not been involved in cross-border transfer of identified core data, important data or a large
amount of personal information, (v) we had implemented effective cybersecurity and data
protection policies, procedures, and measures to ensure secured storage and transmission of
data and prevent unauthorized access or use of data, and (vi) we continuously followed the
legislative and regulatory development in cybersecurity and data protection, adjusted and
enhanced data practices in a timely manner to ensure compliance with all applicable laws and
regulations, we will closely monitor the legislative and regulatory development in connection
with cybersecurity and data protection and will adjust and enhance data practices in a timely
manner to ensure compliance with all applicable laws and regulations.

Based on the aforesaid, our PRC Legal Advisors do not foresee any material legal impediment
for our Company to undertake measures to comply with the Measures for Cybersecurity
Review and the Draft Cyber Data Security Regulations should they be adopted in the current
form in all material respects. However, our PRC Legal Advisors have also advised us that,
given that (i) there is no clear explanation or interpretations as to how to determine what
activities “affect or may affect national security” under the current effective PRC laws and
regulations, (ii) the identification of critical information infrastructure operators and the scope
of network products or services and data processing activities that affect or may affect national
security remain unclear and are subject to interpretation by relevant PRC government
authorities, and (iii) the PRC government authorities have discretion in interpreting the
regulations, the PRC regulatory authorities may take a view that is contrary to the opinion of
our PRC Legal Advisors. Considering the aforesaid and the Company’s confirmation, our PRC
Legal Advisor are of the view that the Measures for Cybersecurity Review and the Draft Cyber
Data Security Regulations (if implemented in current forms) would not have a material adverse
impact on our Group’s business operations or our Company’s proposed Listing in Hong Kong.
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Based on the foregoing and as advised by the PRC Legal Advisors and based on the due
diligence work conducted by the Sole Sponsor, the Sole Sponsor concurred with the PRC Legal
Advisors that the Measures for Cybersecurity Review and the Draft Cyber Data Security
Regulations (if implemented in current forms) would not have a material adverse impact on our
Group’s business operations or our Company’s proposed Listing in Hong Kong.

REGULATIONS RELATING TO M&A RULES AND OVERSEAS LISTING

On August 8, 2006, six PRC governmental and regulatory agencies, including the MOFCOM
and the CSRC, promulgated the M&A Rules, which became effective on September 8, 2006,
and was revised on June 22, 2009, governing the mergers and acquisitions of domestic
enterprises by foreign investors. The M&A Rules, among other things, require that a special
purpose vehicle, formed for overseas listing purposes and controlled directly or indirectly by
companies or individuals in mainland China through acquisitions of shares of or equity
interests in domestic companies in mainland China, shall obtain the approval of the CSRC prior
to the listing and trading of such special purpose vehicle’s securities on an overseas stock
exchange.

In addition, in 2011, the General Office of the State Council promulgated the Notice on
Establishing the Security Review System for Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors (5B i/ HEBH A G 37 S0 450 & 1F B A 2 i A
il LAY 4 A1) ) (the “Circular 6”), which officially established a security review system for
mergers and acquisitions of domestic enterprises by foreign investors. Further, MOFCOM
promulgated the Rules of the Ministry of Commerce on Implementation of Security Review
System of Mergers and Acquisitions of Domestic Enterprises by Foreign Investors ( {55 &8
B SN G P S N T 2B AR R E) ), took into effective in September 2011,
to implement Circular 6. Under Circular 6, security review is required for mergers and
acquisitions by foreign investors having “national defense and security” concerns and mergers
and acquisitions by which foreign investors may acquire the “de facto control” of domestic
enterprises with “national security” concerns. Under the foregoing MOFCOM regulations,
MOFCOM will focus on the substance and actual impact of the transaction when deciding
whether a specific merger or acquisition is subject to security review. [f MOFCOM decides that
a specific merger or acquisition is subject to a security review, it will submit it to the
Inter-Ministerial Panel, an authority established under Circular 6 led by the NDRC, and
MOFCOM under the leadership of the State Council, to carry out security review. The Rules
prohibit foreign investors from bypassing the security review by structuring transactions
through trusts, indirect investments, leases, loans, control through contractual arrangements or
offshore transactions. There is no explicit provision or official interpretation stating that the
merging or acquisition of a company mainly engaged in the design, development,
manufacturing, marketing, and sales of electric two-wheeled vehicles requires security review,
and there is no requirement that acquisitions completed prior to the promulgation of the
Security Review Circular are subject to MOFCOM review. On December 19, 2020, the NDRC
and MOFCOM jointly promulgated the Measures for the Security Review for Foreign
Investment ( (HPEHE L2 AIL) ), which became effective on January 18, 2021, setting
forth provisions concerning the security review mechanism on foreign investment, including
the types of investments subject to review, review scopes and procedures, among others. The

- 153 -



REGULATORY OVERVIEW

Office of the Working Mechanism of the Security Review of Foreign Investment will lead the
task together with MOFCOM. Foreign investor or relevant parties in China must declare the
security review to the aforesaid office prior to the investments in, among other industries,
important cultural products and services, important information technology and internet
products and services, important financial services, key technologies, and other important
fields relating to national security and obtain control in the target enterprise.

On July 6, 2021, the relevant PRC governments promulgated the Opinions on Lawfully and
Strictly Cracking Down Illegal Securities Activities ( CEIMKIEME BT R A E LGN =
F.) ), among which it is mentioned that the administration and supervision of overseas-listed
China-based companies will be strengthened, and the special provisions of the State Council
on overseas issuance and listing of shares by such companies will be revised, clarifying the
responsibilities of relevant domestic industry regulatory authorities and other regulatory
authorities.

On February 17, 2023, with the approval of the State Council, the CSRC released the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies
( RN ZESSMEITRE S E MM ATIE) ) and five supporting guidelines, which
became effective on March 31, 2023. According to the Trial Measures, (1) domestic companies
that seek to offer or list securities overseas, both directly and indirectly, should fulfill the filing
procedure and report relevant information to the CSRC; if a domestic company fails to
complete the filing procedure or conceals any material fact or falsifies any major content in its
filing documents, such domestic company may be subject to administrative penalties, such as
order to rectify, warnings, fines, and its controlling shareholders, actual controllers, the person
directly in charge and other directly liable persons may also be subject to administrative
penalties, such as warnings and fines; (2) if the issuer meets both of the following conditions,
the overseas offering and listing shall be determined as an indirect overseas offering and listing
by a domestic company: (i) any of the total assets, net assets, revenues or profits of the
domestic operating entities of the issuer in the most recent accounting year accounts for more
than 50% of the corresponding figure in the issuer’s audited consolidated financial statements
for the same period; (ii) its major operational activities are carried out in mainland China or
its main places of business are located in mainland China, or the senior managers in charge of
operation and management of the issuer are mostly Chinese citizens or are domiciled in
mainland China; and (3) where a domestic company seeks to indirectly offer and list securities
in an overseas market, the issuer shall designate a major domestic operating entity responsible
for all filing procedures with the CSRC, and where an issuer makes an application for the
listing in an overseas market, the issuer shall submit filings with the CSRC within three
business days after such application is submitted.

Pursuant to the Trial Measures, an overseas offering and listing is explicitly prohibited, if:
(i) such securities offering and listing is explicitly prohibited by Laws and Regulations; (ii) the
intended overseas securities offering and listing may endanger national security as determined
by competent authorities under the State Council in accordance with Laws and Regulations;
(iii) the domestic company intending to make the securities offering and listing, or its
controlling shareholder(s) and the actual controller, have committed relevant crimes such as
corruption, bribery, embezzlement, misappropriation of property or undermining the order of
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the economy during the latest three years; (iv) the domestic company intending to make the
securities offering and listing is currently under investigations for suspicion of criminal
offenses or major violations of Laws and Regulations, and no conclusion has yet been made
thereof; or (v) there are material ownership disputes over equity held by the controlling
shareholder(s) or by other shareholder(s) that are controlled by the controlling shareholder(s)
and/or actual controller.

On the same day, the CSRC also held a press conference for the release of the Trial Measures
and issued the Notice on Administration for the Filing of Overseas Offering and Listing by
Domestic Companies ( CBASENBIER HMEST E iR EHLPER@EHRN) ), which, among
others, clarifies that (1) on or prior to the effective date of the Trial Measures, domestic
companies that have already submitted valid applications for overseas offering and listing but
have not obtained approval from overseas regulatory authorities or stock exchanges may
reasonably arrange the timing for submitting their filing applications with the CSRC, and must
complete the filing before the completion of their overseas offering and listing; (2) a six-month
transition period will be granted to domestic companies which, prior to the effective date of the
Trial Measures, have already obtained the approval from overseas regulatory authorities or
stock exchanges (such as the completion of hearing in the market of Hong Kong or the
completion of registration in the market of the United States), but have not completed the
indirect overseas listing; if domestic companies fail to complete the overseas listing within
such six-month transition period, they shall file with the CSRC according to the requirements;
and (3) the CSRC will solicit opinions from relevant regulatory authorities and complete the
filing of the overseas listing of companies with contractual arrangements which duly meet the
compliance requirements, and support the development and growth of these companies by
enabling them to utilize two markets and two kinds of resources.

On February 24, 2023, the CSRC and other relevant government authorities promulgated the
Provisions on Strengthening the Confidentiality and Archives Administration of Overseas
Securities Issuance and Listing by Domestic Enterprises (B i il 5 358 (A 4 2E 55 S M4 7 76 75
AR BR PR AR AT TAERIRIE) ) (the “Provision on Confidentiality”), which became
effective on March 31, 2023. Pursuant to the Provision on Confidentiality, where a domestic
enterprise provides or publicly discloses documents and materials involving state secrets and
working secrets of state organs (“relevant documents and materials”) to the relevant securities
companies, securities service institutions, overseas regulatory authorities and other entities and
individuals, or provides or publicly discloses relevant documents and materials through its
overseas listing subjects, it shall report to the competent department with the examination and
approval authority for approval in accordance with the law, and submit to the secrecy
administration department of the same level for filing. Domestic enterprises providing
accounting archives or copies thereof to entities and individuals concerned such as securities
companies, securities service institutions and overseas regulatory authorities shall complete the
corresponding procedures pursuant to the relevant provisions of the State. The working papers
formed within the territory of the PRC by the securities companies and securities service
institutions that provide corresponding services for the overseas issuance and listing of
domestic enterprises shall be kept within the territory of the PRC, and out-of-country transfers
shall go through the examination and approval formalities in accordance with the relevant
provisions of the State.
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OVERVIEW

As one of the forerunners in electric two-wheeled vehicle industry, our founders, Mr. Ni and
Ms. Hu, devoted their career in the electric two-wheeled vehicle industry with a particular
dedication in research and development as early as the late 1990s.

Since the establishment of Zhejiang Luyuan, our core operating subsidiary controlled and led
by Mr. Ni and Ms. Hu, in 2003, our brand “Luyuan” has gained widespread popularity in
mainland China. In 2007, “Luyuan” was recognized as a well-known trademark of China (!
B 5 4% P12, and was also awarded as one of the top 500 most influential Chinese brands ('
B 5 H#5005%) in 2018. As of the Latest Practicable Date, we held a total of 437 patents in
mainland China, of which 46 invention patents, 251 were utility model patents and 140 design

patents.

Under the leadership of Mr. Ni, awardee of Ernst & Young 2010 Entrepreneur of the Year in
Cleantech category, and Ms. Hu, our business witnessed exponential growth and our founders
sought to look for new breakthroughs. See “Directors and Senior Management” for
biographical details of Mr. Ni and Ms. Hu.

BUSINESS MILESTONES

The following is a summary of the key business development milestones of our Group:

Year Event

2003 Zhejiang Luyuan was incorporated.

2004 Our own production facilities in Zhejiang commenced production.

2006 We introduced our Luyuan 4CS Services System (%kIH4CSHRIFHE R).

2007 Our trademark “Luyuan”, meaning green energy, was recognized as a well-

known trademark of China (7 [E%t 4% P& 45).
2008 The first welding robot officially commenced production.

2009 Our Company was incorporated. Our production facilities in Shandong
commenced production. We launched our Luyuan Green Battery Project (#kii
%k BMIEH), providing one-stop sales, examination, repair and maintenance
services of batteries. We were also recognized as “A High Tech Enterprise” (15
T 2) for the first time.

2010 Our brand “Luyuan” was awarded as a “Famous Brand Product of Zhejiang

Province” (W44 M7 ).
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Year

Event

2011

2014

2018

2020

2021

2022

We introduced institutional strategic investors to our Company.

We expanded our production scale in Shandong.

We were awarded as one of the top 500 most influential Chinese brands (*'[2

i H50058).

We were awarded as “Green Factory” (4%fa T ).

Our factory in Guangxi commenced operation. We were awarded the Technology
Advancement Award (FFHEEEATH#ES 4E) by China Light Industry Association (7

B T A ).

We further expanded our production facilities in Zhejiang and were awarded as
“Top 200 Enterprises of China Light Industry” (FFE{# T2 " F#E ) and
“Top 10 Enterprises of China’s Electric Bicycle Industry” (1B B B 17H 173

i)

OUR MAJOR SUBSIDIARIES

The following subsidiaries are of strategic importance to us or have made material

contributions to our results of operations during the Track Record Period:

Shareholding

Control

by our

Issued Share Company as
Capital/ of the Latest

Major
Changes in
Shareholding
Control by our
Company
during the

Name of Place of Date of Registered  Practicable Principal Track Record
Subsidiary Incorporation Incorporation Capital Date Business Period
Luyuan BVI BVI February 16, US$1 100% Investment None
2009 holding
Luyuan HK  Hong Kong ~ February 24,  HK$10,000,000 100% Investment None
2009 holding
Zhejiang PRC May 12, 2003 US$12,000,000 100% Manufacture of None
Luyuan electric
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Major
Shareholding Changes in
Control Shareholding
by our Control by our
Issued Share Company as Company
Capital/ of the Latest during the
Name of Place of Date of Registered  Practicable Principal Track Record
Subsidiary  Incorporation Incorporation Capital Date Business Period
Guangxi PRC August 28, RMB 100,000,000 100% Manufacture of None
Luyuan 2019 electric
vehicles and
accessories
Shandong PRC August 25, RMB400,000,000 100% Manufacture of None
Luyuan 2008 electric
vehicles and
accessories
Zhejiang PRC May 28, 2015  RMB80,000,000 100% Sale of electric  None
Luyuan vehicles and
Information accessories
Technology
Linyishi PRC April 7, 2015 RMB289,000,000 Not Investment Deregistered by
Hongzi applicable  holding our Group on
June 29,
2022

MAJOR CORPORATE DEVELOPMENT AND SHAREHOLDING CHANGES OF OUR
COMPANY AND MAJOR SUBSIDIARIES

We describe below the major changes in the shareholding of our Company and our major
subsidiaries up to the date of this prospectus.

Our Company

Our Company is the holding company of our Group. Our Company was incorporated as an
exempted company with limited liability in the Cayman Islands on February 18, 2009. At the
time of incorporation, our Company had an authorized share capital of US$50,000 divided into
50,000 shares of a par value of US$1.00 each. Immediately after incorporation, one share of
a par value of US$1.00 of our Company was issued and allotted to an initial subscriber (a
company secretarial service provider), who on the same day transferred the same to Mr. Jing
Ning (J£%) (“Mr. Jing”), our then chief financial officer primarily responsible for our Group’s
offshore business, a Hong Kong resident and nominee shareholder nominated by Mr. Ni and
Ms. Hu, at a consideration of US$1.00.
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13

For details of the shareholding changes of our Company, see “— Early Development and

Evolution.”

In the course of preparation for our Listing, a former employee of our Group (the “Former
Employee”) alleged that he is entitled to 2% shares in our Company and had a minority stake
in Zhejiang Luyuan (“Alleged Interests”). During the Track Record Period and up to the Latest
Practicable Date, the Former Employee had not commenced any legal proceedings against our
Group and/or any of our Controlling Shareholders in respect of his Alleged Interests. As
advised by our PRC Legal Advisors, the Former Employee had never been a shareholder of
Zhejiang Luyuan from legal perspective, and no valid and legally binding agreements in
relation to the Former Employee’s alleged entitlement to 2% shares in our Company under the
PRC laws had been provided. On the basis of the foregoing, our PRC Legal Advisors are of the
view that the Former Employee has no valid claim for commencing any causes of action
against our Group in relation to the Alleged Interests. Our Directors are of the view, and our
PRC Legal Advisors concur, that the Former Employee’s allegations in the Alleged Interests
are invalid and groundless. In the event that the Former Employee brings any legal proceedings
against the Group in the future, our Directors are of the view that pursuant to such legal
proceedings, if initiated, the likelihood that the Former Employee will be awarded 2% shares
in our Company is very remote and we will defend vigorously in such legal proceedings.
Nevertheless, our Controlling Shareholders have agreed to indemnify us for all claims, costs,
expenses and losses incurred and to be incurred by us as a result of any Former Employee’s

claim(s) in respect of Alleged Interests.
Luyuan BVI

Luyuan BVI was incorporated as a company with limited liability in the BVI on February 16,
2009. At the time of incorporation, Luyuan BVT had an authorized share capital of US$50,000
divided into 50,000 shares of US$1.00 each. On February 18, 2009, one share of Luyuan BVI
was issued and allotted to Mr. Jing, at a nominal consideration of US$1.00. On April 9, 2010,
Mr. Jing (as trustee) transferred all shares in Luyuan BVI to our Company at nil consideration.
Since then and as of the Latest Practicable Date, Luyuan BVI was wholly-owned by our
Company.

Luyuan HK

Luyuan HK was incorporated as a company with limited liability in Hong Kong on February
24, 2009. Immediately after incorporation, one share of Luyuan HK was issued and allotted to
an initial subscriber (a company secretarial service provider), who on March 20, 2009
transferred the same to Mr. Jing, at a consideration of HK$1.00. On April 7, 2010, Mr. Jing
transferred all shares in Luyuan HK to Luyuan BVI, at nil consideration. Since then and as of
the Latest Practicable Date, Luyuan HK was wholly-owned by Luyuan BVIL.
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Zhejiang Luyuan

Zhejiang Luyuan was established in the PRC on May 12, 2003 as a limited company with a
registered capital of US$4,080,000. At the time of establishment, Zhejiang Luyuan was owned
as to 51% by Jinhua Luyuan (a company then owned as to 75% and 25% by Mr. Ni and Ms.
Hu, respectively) and 49% by Mr. Ye Zhongbao (ZELR) (“Mr. Ye”), Filipino-Chinese,
nominee shareholder of EEHFEV A EIFARA A (Sanlight Battery Produce Corp.) and an
Independent Third Party. Jinhua Luyuan funded its share in capital of Zhejiang Luyuan of
US$2,080,000 using its own internal resources.

On February 25, 2007, the board of directors of Zhejiang Luyuan resolved to increase the
registered capital of Zhejiang Luyuan from US$4,080,000 to US$6,080,000, and such
contribution shall be made by Jinhua Luyuan and had been fully settled by March 1, 2007.
Following which, the registered capital of Zhejiang Luyuan of US$4,080,000, or 67.1%, was
held by Jinhua Luyuan and US$2,000,000, or 32.9%, was held by Mr. Ye.

Pursuant to an equity transfer agreement entered into between Jinhua Luyuan and Luyuan
Holding dated May 30, 2007, Jinhua Luyuan transferred registered capital of US$2,900,000,
representing then 47.7% equity interest, in Zhejiang Luyuan to Luyuan Holding (which was
then owned by Mr. Ni and Ms. Hu as to 75% and 25% respectively), at an aggregate
consideration of US$2,900,000 (equivalent to RMB23,200,000). The consideration was
determined with reference to the paid-up registered capital of Zhejiang Luyuan being
transferred and was fully settled in May 2007. Following completion of the aforesaid transfer,
Zhejiang Luyuan was owned as to 47.7% by Luyuan Holding, 32.9% by Mr. Ye and 19.4% by
Jinhua Luyuan.

With a view to bringing our Group to an international platform for larger scale fund-raising
activities, Hong Kong Rainbow, a company incorporated in Hong Kong and then owned by Mr.
Ni and Ms. Hu as to 40% and 60% respectively, acquired registered capital of US$2,000,000,
representing then 32.9% equity interest, in Zhejiang Luyuan, from Mr. Ye at an aggregate
consideration of US$2,000,000 pursuant to an equity transfer agreement entered into between
Mr. Ye and Hong Kong Rainbow dated February 21, 2008. The consideration was determined
with reference to the paid-up registered capital of Zhejiang Luyuan being transferred and was
fully settled in September 2013. Following completion of the aforesaid transfer, Zhejiang
Luyuan was owned as to 47.7% by Luyuan Holding, 32.9% by Hong Kong Rainbow and 19.4%
by Jinhua Luyuan.

On June 10, 2008, Jinhua Luyuan and Luyuan Holding entered into an equity transfer
agreement, pursuant to which, Jinhua Luyuan agreed to sell, and Luyuan Holding agreed to
purchase, registered capital of US$1,180,000, representing then 19.4% equity interest, in
Zhejiang Luyuan at an aggregate consideration of RMB11,696,600. The consideration was
determined with reference to the net asset value of Zhejiang Luyuan as of December 31, 2007
after deducting the dividends declared or distributed prior to the transfer and was fully settled
on June 17, 2008. Following the aforesaid transfer, Zhejiang Luyuan was owned as to 67.1%
by Luyuan Holding and 32.9% by Hong Kong Rainbow.
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On June 18, 2009, Luyuan HK entered into an equity transfer agreement to acquire registered
capital of US$2,000,000, representing then 32.9% equity interest, in Zhejiang Luyuan from
Hong Kong Rainbow at an aggregate consideration of US$2,000,000. The consideration was
determined with reference to the paid-up registered capital of Zhejiang Luyuan being
transferred and was fully settled by September 2013. Following the aforesaid transfer, Zhejiang
Luyuan was owned as to 67.1% by Luyuan Holding and 32.9% by Luyuan HK.

On July 1, 2013, Jinhua Shitong, the then sole shareholder of Luyuan Holding and a
wholly-owned subsidiary of Luyuan HK, resolved that Zhejiang Luyuan will acquire and
absorb Luyuan Holding. On the same day, Luyuan HK, the then sole shareholder of Jinhua
Shitong, resolved that Zhejiang Luyuan will acquire and absorb Jinhua Shitong. Following the
aforesaid mergers (the “Mergers”), Luyuan Holding and Jinhua Shitong were deregistered on
June 13, 2014 and July 25, 2014, respectively, and Zhejiang Luyuan, being the surviving entity
with a registered capital of US$12,000,000, was directly wholly-owned by Luyuan HK.

On June 17, 2015, Luyuan HK, then sole shareholder of Zhejiang Luyuan resolved to increase
the registered capital of Zhejiang Luyuan from US$12,000,000 to US$24,500,000, and such
contribution shall be made by Zhejiang Hongzi, a company established in the PRC with limited
liability and then an indirect wholly-owned subsidiary of our Company. Following which, the
registered capital of Zhejiang Luyuan of US$12,500,000, or 51%, was held by Zhejiang Hongzi
and US$12,000,000, or 49%, was held by Luyuan HK.

On June 12, 2020, then shareholders of Zhejiang Luyuan resolved to increase the registered
capital of Zhejiang Luyuan from US$24,500,000 to US$53,000,000 and such contribution shall
be made by Linyishi Hongzi, a company established in the PRC with limited liability and then
an indirect wholly-owned subsidiary of the Company, and had been fully settled by June 29,
2020. Following the said capital increase, the registered capital of Zhejiang Luyuan of
US$28,500,000, or 53.78%, was held by Linyishi Hongzi, US$12,500,000, or 23.58%, was
held by Zhejiang Hongzi and US$12,000,000, or 22.64%, was held by Luyuan HK.

On December 23, 2021, then shareholders of Zhejiang Luyuan resolved to reduce the registered
capital of Zhejiang Luyuan from US$53,000,000 to US$12,000,000. Following the aforesaid
reduction in registered capital and up to the Latest Practicable Date, Zhejiang Luyuan was
wholly-owned by Luyuan HK, and Linyishi Hongzi and Zhejiang Hongzi ceased to hold equity

interests in Zhejiang Luyuan.

See also “— Our Company” regarding an allegation by the Former Employee in relation to a
minority stake in Zhejiang Luyuan.

Guangxi Luyuan
Guangxi Luyuan was established in the PRC on August 28, 2019 as a limited company with a

registered capital of RMBS5,000,000. At the time of establishment and as of the Latest
Practicable Date, Guangxi Luyuan was wholly-owned by Zhejiang Luyuan.
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On October 20, 2020, Zhejiang Luyuan, sole shareholder of Guangxi Luyuan, resolved to
increase the registered capital of Guangxi Luyuan from RMB5,000,000 to RMB50,000,000 and
such contribution shall be made by Zhejiang Luyuan, which had been fully settled on
November 12, 2020.

On April 19, 2021, Zhejiang Luyuan, sole shareholder of Guangxi Luyuan, resolved to increase
the registered capital of Guangxi Luyuan from RMB50,000,000 to RMB 100,000,000 and such
contribution shall be made by Zhejiang Luyuan, which had been fully settled on May 10, 2021.

Shandong Luyuan

Shandong Luyuan was established in the PRC on August 25, 2008 as a limited company with
a registered capital of RMB20,000,000. At the time of establishment, Shandong Luyuan was
wholly-owned by Luyuan Holding.

On July 12, 2011, then shareholder of Shandong Luyuan resolved to increase the registered
capital of Shandong Luyuan from RMB20,000,000 to RMB80,000,000 and such contribution
shall be made by Luyuan Holding, which had been fully settled on July 14, 2011.

On September 10, 2014, as part of and as a result of the Mergers, Shandong Luyuan was
wholly-owned by Zhejiang Luyuan, in place of Luyuan Holding.

Pursuant to an agreement entered into between Shandong Luyuan and Linyishi Luling Property
Services dated September 7, 2019, Shandong Luyuan absorbed and merged Linyishi Luling
Property Services (a company which was then owned as to 90% by Shandong Luyuan and 10%
by Zhejiang Luyuan Information Technology). Following which, on October 10, 2019, the
registered capital of Shandong Luyuan increased from RMB&0,000,000 to RMB90,000,000,
among which RMB&86,148,000, or 95.72%, was held by Zhejiang Luyuan and RMB3,852,000,
or 4.28%, was held by Zhejiang Luyuan Information Technology.

On November 22, 2019, then shareholders of Shandong Luyuan resolved to increase the
registered capital of Shandong Luyuan from RMB90,000,000 to RMB200,000,000 and such
contribution shall be made by Zhejiang Luyuan, which had been fully settled on November 27,
2019. Following the said capital increase, the registered capital of Shandong Luyuan of
RMB196,148,000, or 98.074%, was held by Zhejiang Luyuan and RMB3,852,000, or 1.926%,
was held by Zhejiang Luyuan Information Technology.

On June 20, 2020, then shareholders of Shandong Luyuan resolved to increase the registered
capital of Shandong Luyuan from RMB200,000,000 to RMB400,000,000 and such contribution
shall be made by Zhejiang Luyuan, which had been fully settled on June 22, 2022. Following
the said capital increase, the registered capital of Shandong Luyuan of RMB396,148,000, or
99.037%, was held by Zhejiang Luyuan and RMB3,852,000, or 0.963%, was held by Zhejiang

Luyuan Information Technology.
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Zhejiang Luyuan Information Technology

Zhejiang Luyuan Information Technology was established in the PRC on May 28, 2015 as a
limited company with a registered capital of RMB10,000,000. At the time of establishment and
as of the Latest Practicable Date, Zhejiang Luyuan Information Technology was wholly-owned

by Zhejiang Luyuan.

On April 20, 2016, shareholder of Zhejiang Luyuan Information Technology resolved to
increase the registered capital of Zhejiang Luyuan Information Technology from
RMB10,000,000 to RMB80,000,000 and such contribution shall be made by Zhejiang Luyuan,
which had been fully settled on October 11, 2016.

Linyishi Hongzi

Linyishi Hongzi was established in the PRC on April 7, 2015 as a limited company with a
registered capital of RMB2,000,000. At the time of establishment, Linyishi Hongzi was owned
as to 70% by Shandong Luyuan and as to 30% by Guangdong Luyuan.

On May 5, 2020, Guangdong Luyuan and Shandong Luyuan entered into an equity transfer
agreement, pursuant to which Guangdong Luyuan agreed to transfer 30% equity interests in
Linyishi Hongzi to Shandong Luyuan at an aggregate consideration of RMB600,000. The
consideration was determined with reference to registered capital of Linyishi Hongzi being
transferred and had been fully settled on May 7, 2020. Following the said transfer, Linyishi
Hongzi was wholly-owned by Shandong Luyuan.

On June 20, 2020, Shandong Luyuan, sole shareholder of Linyishi Hongzi, resolved to increase
the registered capital of Linyishi Hongzi from RMB2,000,000 to RMB289,000,000 and such
contribution shall be made by Shandong Luyuan, which had been fully settled on June 30,
2020.

As Linyishi Hongzi was an investment holding company without substantial business
operations since its incorporation, it was deregistered on June 29, 2022 after it no longer held
any equity interests. See “— Reorganization.”

Major Acquisitions and Disposals

We did not conduct any major acquisitions, disposals or mergers during the Track Record
Period and up to the Latest Practicable Date.
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EARLY DEVELOPMENT AND EVOLUTION

Early Development during the period from the Establishment of Zhejiang Luyuan in 2003
to the year before the Evolution in 2009

In 2003, Mr. Ni and Ms. Hu, through Jinhua Luyuan, set up and invested in Zhejiang Luyuan,
our first principal operating company primarily engaged in the sales, and research and
development of electric two-wheeled vehicles under our “Luyuan” (#%{#) brand, with Mr. Ye.
Under the leadership of Mr. Ni and Ms. Hu, coupled with their dedication in research endeavors
in electric two-wheeled vehicles, “Luyuan” (#kJi) brand has gained widespread popularity
across mainland China and the business of our Group flourish. During the period from 2003
to 2008, we strategically expanded our footprints in mainland China and continuously refined
our corporate structure through acquisitions and setting up new subsidiaries. We acquired
equity interests in Nanjing Luyuan and Fujian Yizhou, and established Shandong Luyuan,
Zhejiang Power and Jinhua Licheng as our subsidiaries.

Furthermore, to support a sustainable and rapid development of our Group and to meet capital
needs for our continuous research and development in electric vehicles, our founders, Mr. Ni
and Ms. Hu, began considering larger scale of fund-raising activities. To this end, our founders,
Mr. Ni and Ms. Hu, set up Hong Kong Rainbow, a company incorporated in Hong Kong with
limited liability, in 2003, as an investment holding vehicle. Hong Kong Rainbow, together with
Luyuan Holding, both then wholly-owned by Mr. Ni and Ms. Hu, held the entire equity interest
in Zhejiang Luyuan.

Evolution prior to the Track Record Period
Since around 2009, we evolved with a view to bringing our Group to an international platform
for larger scale fund-raising activities in support of our steady business operations and

development.

Set forth below is our simplified corporate and shareholding structure immediately before the

Evolution:
75% 25%

Luyuan Holding
40% 60%
ilOO% ilOO% ilOO% i95% i()()% l40%

Hong Kong Shandong Jinhua Zhejiang Nanjing Jinhua Fujian

Rainbow Luyuan Luyuan Power Luyuan' || Licheng? Yizhou®
32.9%
67.1% Zhejiang

Luyuan
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Notes:

1. The remaining 5% equity interests in Nanjing Luyuan was owned by Zhan Qiuxiang, a former employee, the
then head of sales department of our Group and an Independent Third Party.

2. The remaining 10% equity interests in Jinhua Licheng was owned by Wang Shuanglin, an Independent Third
Party.

3. The remaining 60% equity interests in Fujian Yizhou was owned as to 28.8% by Chen Pinshou, 27.45% by Lin
Pingzai, and 3.75% by Zhang Xiqing, each an Independent Third Party.

Set out below are the major events involved in the Evolution:
Offshore Development
Establishment of our Company, Luyuan BVI and Luyuan HK

In February 2009, our Company, Luyuan BVI and Luyuan HK were incorporated under the
name of “CET Group Holding (Cayman) Limited”, “CET International Limited” and “CET
International (Hong Kong) Limited (75587 AETRE M5 A PR )", respectively. Our Company,
Luyuan BVI and Luyuan HK were renamed as “Luyuan Group Holding (Cayman) Limited”,
“Luyuan International Limited” and “Luyuan International (Hong Kong) Limited”,
respectively, in March 2011.

Upon incorporation, Mr. Jing, our then chief financial officer primarily responsible for our
Group’s offshore business, a Hong Kong resident and nominee shareholder nominated by Mr.
Ni and Ms. Hu, was nominated as the sole shareholder of our Company, Luyuan BVI and
Luyuan HK. Mr. Jing held all shares in our Company, Luyuan BVI and Luyuan HK on trust for
our founders, Mr. Ni and Ms. Hu.

On April 7, 2010, Mr. Jing transferred all shares of Luyuan HK to Luyuan BVI, and on April 9,
2010, transferred all shares in Luyuan BVI to our Company. Following the said transfers, our
Company wholly-owned Luyuan BVI, which wholly-owned Luyuan HK, the holding company
of our mainland China operations.

Shareholders’ Arrangement

On July 16, 2010, 999 new shares of our Company of a par value of US$1.00 each were issued
to Mr. Jing. On the same day, 300 shares, 300 shares and 400 shares of our Company of a par
value of US$1.00 each issued to and held by Mr. Jing were transferred to Apex Marine, Drago
Investments and Best Expand, respectively, at nil consideration. Following the aforesaid
transfers, our Company was owned as to 30% by Apex Marine, 30% by Drago Investments and
40% by Best Expand. Mr. Jing held the shares in Apex Marine and Drago Investments on trust
for Mr. Ni and Ms. Hu, respectively, and held the shares in Best Expand on trust for Mr. Ni
and Ms. Hu jointly. The shares of our Company held by Best Expand were then intended to be
used for establishing share incentive scheme of our Company.
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On September 9, 2010, Mr. Jing transferred all shares held by him in Apex Marine and Drago
Investments to Apex Trust and Drago Trust, respectively, at nil consideration to facilitate our
founders’ family estate planning. On December 31, 2017, as the trustee of Apex Trust and
Drago Trust then terminated its business segment on trust management, shares held by Apex
Trust and Drago Trust in Apex Marine and Drago Investments were temporarily transferred to
Ms. Ni (daughter of Mr. Ni and Ms. Hu and a member of the senior management of our
Company, who held such shares on trust for Mr. Ni and Ms. Hu, respectively) at nil
consideration. As confirmed by Mr. Ni and Ms. Hu, the trust arrangement was intended to
enable Ms. Ni, who was then living and studying overseas, to manage the offshore structure of
our Group in place of Mr. Jing, who indicated his intention to leave our Group in around mid-
2018 and left our Group by the end of August 2019, for administrative convenience. On
October 15, 2018, all shares in Apex Marine and Drago Investments were transferred by
trustee, Ms. Ni, to Mr. Ni and Ms. Hu, respectively, at nil consideration, and all shares in Best
Expand were transferred by trustee, Mr. Jing, to Ms. Ni, who held such shares on trust, at nil
consideration.

Introduction of Strategic Investors

On June 27, 2011, Best Expand transferred 110 shares and 110 shares of a par value of US$1.00
each of our Company to Apex Marine and Drago Investments at a consideration of US$110 and
US$110, respectively. The considerations were determined based on the par value of the shares
being transferred. On the same day, Best Expand transferred 80 shares to Shipston at a
consideration of US$6,067,192, which was determined with reference to the financial results
of Luyuan Holding for the year ended December 31, 2010 multiplied by a pre-determined fixed
ratio. On June 28, 2011, 902 shares, 902 shares, 220 shares and 176 shares of a par value of
US$1.00 each of our Company were issued and allotted on pro-rata basis to Apex Marine,
Drago Investments, Best Expand and Shipston at a subscription price of US$902, US$902,
US$220 and US$176, respectively. The aforesaid subscription prices were determined based on
the par value of the allotted shares. Following the aforesaid transfers and allotments, our
Company was owned as to 41% by Apex Marine, 41% by Drago Investments, 10% by Best
Expand and 8% by Shipston. See also “— Pre-IPO Investments.”

On July 13, 2011, each share of a par value of US$1.00 of the authorized capital of our
Company (including issued and unissued share capital) was subdivided into 10,000 shares of
a par value of US$0.0001 each, and immediately following the aforesaid subdivision, the
authorized share capital of our Company was altered to US$50,000 divided into 500,000,000
shares of a par value of US$0.0001 each.

On May 26, 2015, 1,017,961 Shares and 1,542,039 Shares were issued and allotted to New
Healthcare PPE and New Power PPE at subscription prices of RMB26,405,908.34 and
RMB40,000,491.66, or US$4,295,379 and US$6,511,483, respectively (based on the exchange
rate of US$1 = RMB6.14 announced by the People’s Bank of China on March 31, 2015). The
aforesaid subscription prices were determined with reference to the audited net profit of our
Group for the year ended December 31, 2013 multiplied by a pre-determined fixed return ratio
and had been fully settled on June 26, 2015.
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After New Healthcare PPE and New Power PPE became shareholders of our Company, on July
1, 2015, Zhejiang Luyuan entered into strategic cooperation agreement with Kwang Yang
Motor Co., Ltd. (OtFs THEBMABRAF) (“Kwang Yang”) in relation to the cooperation to
design, develop and manufacture electric vehicles for a term of three years from July 1, 2015
to June 30, 2018. Kwang Yang is a motorcycle manufacturer in Taiwan founded in 1963. To the
knowledge of the Directors, Kwang Yang is a member of Kwang Yang Holdings Limited, which
was the single largest shareholder of New Healthcare PPE and a then shareholder of New
Power PPE. Pursuant to the said strategic cooperation agreement, Kwang Yang agreed to
provide research and technical support and services to Zhejiang Luyuan in order to shorten our
development cycle and enhance our product quality including but not limited to providing
technical support in designing and developing new models of electric vehicles and spare parts
and assisting in developing our product quality control measures. During the term of the
strategic cooperation agreement, new models of electric vehicles were launched in the market
with unsatisfactory annual sales volume in 2017. As the sales performance based on our
research cooperation with Kwang Yang was not satisfactory, we decided not to proceed with
further cooperation upon expiry of the strategic cooperation agreement.

As our research cooperation with New Healthcare PPE and New Power PPE did not proceed
as intended, all Shares issued to New Healthcare PPE and New Power PPE were repurchased
by our Company on September 3, 2018 at a consideration of US$5,154,454.8 and
US$7,813,800, respectively. The aforesaid repurchase considerations were determined based
on a return rate of 20% on the subscription price as agreed by our Company, New Healthcare
PPE and New Power PPE after arm’s length negotiation and had been fully settled on August
28, 2018.

As of September 3, 2018, the shareholding structure of our Company is as follows:

Shareholders Number of Shares Percentage of Shareholding
Apex Marine 13,120,000 41.0%
Drago Investments 13,120,000 41.0%
Best Expand 3,200,000 10.0%
Shipston 2,560,000 8.0%

Onshore Development
Acquisition of 32.9% equity interest in Zhejiang Luyuan

On June 18, 2009, Luyuan HK entered into an equity transfer agreement to acquire registered
capital of US$2,000,000, representing then 32.9% equity interest, in Zhejiang Luyuan from
Hong Kong Rainbow at an aggregate consideration of US$2,000,000. The consideration was
determined with reference to paid-up registered capital of Zhejiang Luyuan being transferred
and was fully settled by September 2013.
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Establishment of Jinhua Shitong and its Acquisition of 100% equity interest in Luyuan Holding

On June 12, 2009, Jinhua Shitong was established as a wholly-owned subsidiary of Luyuan HK
as an investment holding company.

On November 6, 2009, Jinhua Shitong and Luyuan Holding entered into two equity transfer
agreements with Mr. Ni and Ms. Hu, pursuant to which, Mr. Ni and Ms. Hu transferred 60%
and 20% equity interests in Luyuan Holding to Jinhua Shitong, respectively, at a consideration
of RMB30,000,000 and RMB10,000,000, respectively. The aforesaid considerations were
determined based on the registered capital of the equity interests being transferred and were
fully settled on November 6, 2009. Following which, Luyuan Holding was owned as to 80%
by Jinhua Shitong, 15% by Mr. Ni and 5% by Ms. Hu.

On April 2, 2011, Jinhua Shitong injected capital of RMB10,000,000 into Luyuan Holding.
Following which, the registered capital of Luyuan Holding increased from RMB50,000,000 to
RMB60,000,000 and the registered capital of RMB50,000,000, or 83.3%, was held by Jinhua
Shitong, RMB7,500,000, or 12.5%, was held by Mr. Ni and RMB2,500,000, or 4.2%, was held
by Ms. Hu.

On June 23, 2011, Mr. Ni and Ms. Hu ceased to hold any equity interests in Luyuan Holding
by way of capital reduction. Following which, the registered capital of Luyuan Holding
decreased from RMB60,000,000 to RMB50,000,000 and Luyuan Holding was wholly-owned
by Jinhua Shitong.

Acquisition of 5% equity interest in Nanjing Luyuan by Luyuan Holding, and Subsequent
Disposal of Nanjing Luyuan

On March 16, 2011, Luyuan Holding acquired 5% equity interest in Nanjing Luyuan, a
company established in the PRC which was principally engaged in wholesale and sale of
electric vehicles, from Zhan Qiuxiang. As agreed between Zhan Qiuxiang and Luyuan Holding,
no consideration was paid by Luyuan Holding for the acquisition considering that the 5%
equity interests in Nanjing Luyuan were given to Zhan Qiuxiang, a former employee, the then
head of sales department of our Group and an Independent Third Party, as a gift to motivate
her to work with commitment for the benefits of our Group. Following completion, Nanjing
Luyuan was wholly-owned by Luyuan Holding.

On September 20, 2012, Luyuan Holding transferred all equity interest in Nanjing Luyuan to
Huang Qingsheng for a consideration of RMB2,000,000. The consideration was determined
based on the registered capital of Nanjing Luyuan and had been fully settled on January 24,
2013. Following the aforesaid transfer, our Group ceased to hold any equity interest in Nanjing

Luyuan.
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The financial results of Nanjing Luyuan for the year ended December 31, 2011 was not
consolidated into the financial results of our Group for the year ended December 31, 2011 as
we did not participate in the operations and management in Nanjing Luyuan since we had
decided to dispose of our interests in Nanjing Luyuan. Based on the management account of
Nanjing Luyuan for the year ended December 31, 2010, revenue of Nanjing Luyuan amounted
to RMB18.5 million in 2010, all of which were revenue generated from sales of electric
vehicles and accessories.

Huang Qingsheng was a local distributor of our Group and an Independent Third Party. During
the Track Record Period, revenue attributable to Huang Qingsheng amounted to RMB18.2
million, RMB23.4 million and RMB21.2 million in 2020, 2021 and 2022, respectively,
representing 0.8%, 0.7% and 0.4% of our total revenue in 2020, 2021 and 2022, respectively,

whereas no revenue was attributable to Nanjing Luyuan during the Track Record Period.

Disposal of 100% equity interest in Jinhua Luyuan

With a view to benefit from centralized administration and production, taking into account the
resources available to, and the qualifications possessed by, Zhejiang Luyuan, businesses of
Jinhua Luyuan were transferred to Zhejiang Luyuan. Following which and immediately prior
to the disposal, Jinhua Luyuan only held and leased properties and was no longer engaged in
production or businesses. On April 6, 2011, all equity interests in Jinhua Luyuan were
transferred by Luyuan Holding to Mr. Ni at an aggregate consideration of RMB21,239,424.07,
which was determined with reference to the valuation of the net asset and immovable property
of Jinhua Luyuan as of December 31, 2010 and had been fully settled by July 19, 2013.

Establishment of Anhui Baijiayu

On June 25, 2012, Anhui Baijiayu was established in the PRC with a registered capital of
RMB5,000,000. Anhui Baijiayu was established by Zhejiang Luyuan with Su Bo (director of
Shandong Luyuan and Guangxi Luyuan and cousin of Ms. Hu), Ge Yigong (our then local
distributor in Anhui) and Lin Xianjun (our business development and strategies consultant who
recommended the implementation of equity incentive scheme to our Group), as our Group’s
share incentive initiative to motivate our staff and local distributors to work for the benefit of
our Group through aligning the interests of our employees and business partners with our
Group. As of the date of establishment, Anhui Baijiayu was owned as to 51% by Zhejiang
Luyuan, 18% by Su Bo, 16% by Ge Yigong, and 15% by Lin Xianjun. Ge Yigong was a local
distributor of our Group and an Independent Third Party. During the Track Record Period,
revenue attributable to Ge Yigong amounted to RMB4.5 million, RMB5.7 million and nil in
2020, 2021 and 2022, respectively, representing 0.2%, 0.2% and nil of our total revenue in
2020, 2021 and 2022, respectively. Lin Xianjun is an Independent Third Party and no revenue
were attributable to Anhui Baijiayu, Su Bo and Lin Xianjun during the Track Record Period.
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As we intend to strengthen our control over Anhui Baijiayu, Zhejiang Luyuan acquired from
Su Bo 20% equity interest in Anhui Baijiayu at a consideration of RMB1,000,000 pursuant to
an equity transfer agreement dated June 24, 2015. The aforesaid consideration was determined
with reference to paid-up registered capital being transferred and had been fully settled on June
25, 2015. Following the aforesaid transfer, Zhejiang Luyuan was interested in 71% equity
interest in Anhui Baijiayu.

Establishment of Jiangsu Luyuan

On September 5, 2012, Jiangsu Luyuan was established in the PRC with a registered capital of
RMB20,000,000 and was principally engaged in research and development of electric vehicles
and sales and distribution of three-wheeled electric vehicles. As of the date of establishment,
Jiangsu Luyuan was owned as to 70%, 15% and 15% by Luyuan Holding, and two Independent
Third Parties, Liu Zhijun and Xu Wanlin, respectively.

As Liu Zhijun and Xu Wanlin indicated their intention to exit from the three-wheeled electric
vehicle projects and as part of our internal restructuring, on October 14, 2013, Luyuan Holding,
Liu Zhijun and Xu Wanlin transferred all their equity interest in Jiangsu Luyuan to Zhejiang
Luyuan at a consideration of RMB14,000,000, RMB3,000,000 and RMB3,000,000,
respectively. The aforesaid considerations were determined with reference to the paid-up
registered capital under transfer and had been fully settled by October 17, 2013. Following the
aforesaid transfers, Jiangsu Luyuan was wholly-owned by Zhejiang Luyuan.

Establishment and Deregistration of Hebei Fangzhen

On September 5, 2012, Hebei Fangzhen was established in the PRC with a registered capital
of RMB5,000,000 and was principally engaged in sales and after-sale of electric vehicles and
marketing businesses. Hebei Fangzhen was established by Zhejiang Luyuan with Su Bo
(director of Shandong Luyuan and Guangxi Luyuan and cousin of Ms. Hu), Hai Wei (our then
Group’s sales manager responsible for Hebei district), and Zhang Qiang, Liu Yanming, Yuan
Songya and Zhou Hongxin, each a then local distributor in Hebei district, as our Group’s share
incentive initiative to motivate our local distributors and sales personnel to work for the benefit
of our Group through aligning the interests of our employees and business partners with our
Group. As of the date of establishment, Hebei Fangzhen was owned to 51% by Zhejiang
Luyuan, 28% by Su Bo, 8% by Zhang Qiang, 6% by Hai Wei, 4% by Liu Yanming, 2% by Yuan
Songya and 1% by Zhou Hongxin. Each of Zhang Qiang, Hai Wei, Liu Yanming, Yuan Songya
and Zhou Hongxin is an Independent Third Party. During the Track Record Period, revenue
attributable to Zhang Qiang amounted to RMB3.9 million, RMB7.2 million, RMBS&.3 million
in 2020, 2021 and 2022, respectively, representing 0.2%, 0.2% and 0.2% of our total revenue
in 2020, 2021 and 2022, respectively. Revenue attributable to Liu Yanming amounted to
RMBO0.4 million, RMB0.3 million, RMBO0.1 million in 2020, 2021 and 2022, respectively,
representing 0.02%, 0.01% and 0.002% of our total revenue in 2020, 2021 and 2022,
respectively. No revenue was attributable to Yuan Songya during the Track Record Period.
Revenue attributable to Zhou Hongxin amounted to RMBO0.4 million, RMB0.3 million and
RMBO0.6 million in 2020, 2021 and 2022, respectively, representing 0.02%, 0.01% and 0.01%
of our total revenue in 2020, 2021 and 2022, respectively.
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As we intend to centralize our sales and marketing business functions, business functions of
Hebei Fangzhen were shifted back to Zhejiang Luyuan. Following which, filing for
deregistration was made on April 27, 2017 and deregistration was completed on November 12,
2019.

Establishment of Guangdong Luyuan

On March 26, 2013, Guangdong Luyuan was established in the PRC with a registered capital
of RMB10,000,000 as part of our share incentive initiative to motivate our employees to work
for the benefit of our Group through aligning the interests of our employees with our Group.
As of the date of incorporation, Guangdong Luyuan was owned as to 51%, 46% and 3% by
Luyuan Holding, Su Bo (director of Shandong Luyuan and Guangxi Luyuan and cousin of Ms.
Hu) and Li Song, an Independent Third Party and then an employee of our Group, respectively.
As we planned to unify our shares incentive initiatives for our employees and other business
partners by adopting share incentive scheme on our Company level and as part of our internal
restructuring, on November 7, 2013, Luyuan Holding, Su Bo and Li Song transferred 51%,
46% and 3% equity interest in Guangdong Luyuan, respectively, to Zhejiang Luyuan at a
consideration of RMB5,100,000, RMB4,600,000 and RMB300,000, respectively. The aforesaid
considerations were determined with reference to the paid-up registered capital being
transferred and had been fully settled on November 27, 2013. Following the aforesaid transfers,
Guangdong Luyuan was wholly-owned by Zhejiang Luyuan.

Merger of Zhejiang Luyuan and Jinhua Shitong

On July 1, 2013, Jinhua Shitong, the then sole shareholder of Luyuan Holding and
wholly-owned subsidiary of Luyuan HK, resolved that Zhejiang Luyuan would acquire and
absorb Luyuan Holding. On the same day, Luyuan HK, the then sole shareholder of Jinhua
Shitong, resolved that Zhejiang Luyuan would acquire and absorb Jinhua Shitong. Following
the Mergers, Luyuan Holding and Jinhua Shitong were deregistered on June 13, 2014 and July
25, 2014, respectively, and Zhejiang Luyuan, being the surviving entity with a registered
capital of US$12,000,000, was wholly-owned by Luyuan HK.

Based on the management accounts of Luyuan Holding for the year ended December 31, 2013,
(1) total assets of Luyuan Holding amounted to RMB146.4 million as of December 31, 2013,
primarily comprise of long term equity investment of RMB133.6 million and cash and other
receivables of RMB12.8 million, and (ii) net profit of Luyuan Holding amounted to RMB90.9
million in 2013, primarily comprise of investment return of RMB98.4 million as adjusted by
finance cost of RMB6.9 million and administrative fees of RMBO0.9 million.

Based on the management accounts of Jinhua Shitong for the year ended December 31, 2013,
(i) total assets of Jinhua Shitong amounted to RMB73.5 million as of December 31, 2013,
primarily comprise of RMB54.0 million long term equity investment, and cash and other
receivables of RMB19.5 million, and (ii) net profit of Jinhua Shitong amounted to RMB42.9
million in 2013, primarily comprise of investment return of RMB42.3 million.
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Conversion of Zhejiang Luyuan into a sino-foreign equity joint venture

On June 17, 2015, Luyuan HK, then sole shareholder of Zhejiang Luyuan resolved to increase
the registered capital of Zhejiang Luyuan from US$12,000,000 to US$24,500,000 and such
contribution shall be made by Zhejiang Hongzi. Zhejiang Hongzi was established in the PRC
on April 29, 2015 and wholly-owned by Linyishi Hongzi, a company established in the PRC
on April 7, 2015 owned as to 70% by Shandong Luyuan and 30% by Guangdong Luyuan.
Following the said capital contribution, Zhejiang Luyuan became a sino-foreign equity joint
venture enterprise, which was owned as to 51% by Zhejiang Hongzi and 49% by Luyuan HK.

Establishment of Zhejiang Luyuan Information Technology

On May 28, 2015, Zhejiang Luyuan Information Technology was established as a direct
wholly-owned subsidiary of Zhejiang Luyuan principally engaged in the sale of electric
vehicles and accessories with a view to delineate our sales functions in Zhejiang from our
production functions in Zhejiang to refine our Group structure.

Investment in Hangzhou Guangyang

With an aim to strengthening business collaboration and leveraging the resources available to
New Power PPE, one of our strategic and Pre-IPO Investors, on August 7, 2015, Zhejiang
Luyuan invested in Hangzhou Guangyang by way of capital injection of RMB3,550,000.
Following which, Hangzhou Guangyang was owned as to 50% by New Power PPE, 30% by
Zhejiang Luyuan, and 20% by Hangzhou Luda Electric Vehicle Chain Co., Ltd. (Fi) 4k
B A FR/A 7)), an Independent Third Party, and Hangzhou Guangyang became an
associated company of our Company.

Acquisition of 100% equity interests in Jinhua Yicheng

With an aim to strengthening our in-house marketing capabilities, on November 16, 2016,
Zhejiang Luyuan acquired 100% equity interests in Jinhua Yicheng from Jiang Yuanjie and
Zhang Jianjun, each an Independent Third Party, at an aggregate consideration of
RMB200,000. The consideration was determined with reference to paid-up registered capital
of Jinhua Yicheng and was fully settled on May 31, 2017. Following the aforesaid transfer,
Jinhua Yicheng was wholly-owned by Zhejiang Luyuan.

Acquisition of 100% equity interests in and Merger of Linyishi Luling Property Services

On February 9, 2018, with a view to saving rental costs, Shandong Luyuan injected capital of
RMB90,000,000 into Linyishi Luling Property Services, Linyishi Luling Property Services was
a property holding company which, prior to the said capital injection by Shandong Luyuan, let
properties to our Group and was then owned as to 60% by Ms. Hu and as to 40% Yang Jun,
an Independent Third Party. The registered capital of Linyishi Luling Property Services
increased from RMB10,000,000 to RMB100,000,000, which were held by Ms. Hu, Yang Jun,
an Independent Third Party, and Shandong Luyuan as to 6%, 4% and 90%, respectively.
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On June 1, 2018, Zhejiang Luyuan Information Technology acquired 6% and 4% equity interest
in Linyishi Luling Property Services from Ms. Hu and Yang Jun at a consideration of
RMB6,000,000 and RMB4,000,000, respectively, which were determined with reference to the
paid-up capital of the equity interests being transferred and was fully settled on June 12, 2018.
Following which, Linyishi Luling Property Services was owned as to 90% by Shandong
Luyuan and 10% by Zhejiang Luyuan Information Technology.

Pursuant to an agreement entered into between Shandong Luyuan and Linyishi Luling Property
Services on September 7, 2019, Shandong Luyuan absorbed and merged Linyishi Luling
Property Services, then a property holding company, to facilitate Shandong Luyuan in
obtaining the relevant licence for manufacturing motorcycles in mainland China. Following
which, on October 10, 2019, Linyishi Luling Property Services was deregistered, and the
registered capital of Shandong Luyuan increased from RMB&0,000,000 to RMB90,000,000,
among which RMB&86,148,000, or 95.72%, was held by Zhejiang Luyuan and RMB3,852,000,
or 4.28%, was held by Zhejiang Luyuan Information Technology.

Based on the management accounts of Linyishi Luling Property Services for the year ended
December 31, 2018, the total assets of Linyishi Luling Property Services as of December 31,
2018 amounted to RMB185.2 million, primarily comprise of value of properties such as staff
quarters and factories of RMB175.2 million and value of parcel of lands of RMB9.8 million.

Disposal of Jiangsu Luyuan

On March 28, 2018, as the business performance of Jiangsu Luyuan, a company that was
principally engaged in research and development of electric vehicles and sales and distribution
of three-wheeled electric vehicles, was unsatisfactory, Zhejiang Luyuan transferred all equity
interests in Jiangsu Luyuan to Jiangsu Zongshen Vehicle Co., Ltd (VL#R>%HBZEABRAA])
(“Jiangsu Zongshen”), an Independent Third Party, at an aggregate consideration of
RMB148,000,000. The said consideration was determined with reference to the net book value
of the net assets of Jiangsu Luyuan. The consideration of RMB100,000,000 had been settled
in December 2018. Jiangsu Zongshen subsequently disagreed with the said net book value and
thus disputed on the remaining amount of consideration payable. Following the arbitration
between Zhejiang Luyuan and Jiangsu Zongshen, parties have agreed that the remaining
balance of the consideration for the transfer of all equity interests in Jiangsu Luyuan shall be
RMB43,940,000, which shall be settled by Jiangsu Zongshen in two installments in cash. The
aggregate consideration of RMB143,940,000 had been fully settled on December 9, 2021.
Since then, Jiangsu Luyuan ceased to be a subsidiary of our Group and our Group ceased to
have any equity interest in Jiangsu Luyuan.

Based on the audited report of Jiangsu Luyuan for the year ended December 31, 2017 prepared
and audited in accordance with the then applicable PRC accounting standards, the total assets
of Jiangsu Luyuan as of December 31, 2017 amounted to RMB178.8 million, primarily
comprise of net value of fixed assets including properties, plant and equipment and
machineries of RMB134.3 million, other receivables of RMB32.5 million and intangible assets
of RMB10.3 million.
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Establishment of Jiangsu Motor Luyuan and Guangxi Luyuan

On March 18, 2019, Jiangsu Motor Luyuan was established in the PRC as a limited company
intended for developing our manufacture and sales of motorcycles and spare parts. As of the
date of establishment, Jiangsu Motor Luyuan had a registered capital of RMB20,000,000 and
was wholly-owned by Zhejiang Luyuan.

On August 28, 2019, Guangxi Luyuan was established in the PRC as a limited company
principally engaged in the production of two-wheeled electric vehicles in Guangxi. As of the
date of establishment, Guangxi Luyuan had a registered capital of RMB5,000,000, and was
wholly-owned by Zhejiang Luyuan.

Capital Increase in Shandong Luyuan

On November 22, 2019, then shareholders of Shandong Luyuan resolved to increase the
registered capital of Shandong Luyuan from RMB90,000,000 to RMB200,000,000 and such
contribution shall be made by Zhejiang Luyuan, which had been fully settled on November 28,
2019. Following the said capital increase, the registered capital of Shandong Luyuan of
RMB196,148,000, or 98.074%, was held by Zhejiang Luyuan and RMB3,852,000, or 1.926%,
was held by Zhejiang Luyuan Information Technology.

Deregistration of Subsidiaries

We deregistered some entities, which for a certain period of time were intended to contribute,
or had contributed, to our Group’s development strategically but prior to deregistration no
longer had business operations nor holding investments. Our Directors confirm that none of
these subsidiaries which were deregistered were subject to material non-compliance or any
pending litigation or penalties, and each of these subsidiaries which were deregistered were
solvent, prior to their respective deregistration. Set forth below details of such deregistration:

Name of
subsidiary
deregistered Principal business ~ Reason for deregistration Deregistration date
Jinhua Licheng ~ Manufacture and Taking into account the financial performance and October 17, 2009
sale of electric business prospect of Jinhua Licheng, shareholders
vehicles of Jinhua Licheng voluntarily decided to deregister
accessories Jinhua Licheng, which was in line with the business

plan of our Group.
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Name of
subsidiary
deregistered

Principal business

Reason for deregistration

Deregistration date

Zhejiang
Power

Luyuan
Holding

Jinhua Shitong

Linyishi Luling
Property
Services

Hebei
Fangzhen

Research and
development and
manufacture of
batteries

Investment holding

Electricity and heat
production and

supply

Property holding

Sales and
after-sale of
electric vehicles
and marketing
business

Zhejiang Power was initially set up intended for

battery production business as our Group’s new
business line. Based on the management accounts
of Zhejiang Power for the year ended December 31,
2010, Zhejiang Power recorded net loss of RMB2.6
million in 2010 despite it recorded total revenue of
RMB71.3 million in 2010, all of which were all
derived from sales of battery products. Our Group
subsequently decided not to proceed in pursuing
battery production business having considered the
costs involved in obtaining and maintaining the

relevant necessary approvals, licenses and permits.

Luyuan Holding had no business operation after the

Mergers and immediately prior to the deregistration.

Jinhua Shitong had no business operation after the

Mergers and immediately prior to the deregistration.

Linyishi Luling Property Services had no business

operation after it was merged with Shandong

Luyuan and immediately prior to the deregistration.

As we intend to centralize our sales and marketing

business functions, business functions of Hebei
Fangzhen were shifted back to Zhejiang Luyuan.
Hebei Fangzhen had no business operation
thereafter and immediately prior to the
deregistration.
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DEVELOPMENTS SINCE THE COMMENCEMENT OF THE TRACK RECORD

PERIOD

During the Track Record Period, our Group continue to grow our business steadily.

Set forth below is our simplified corporate and shareholding structure showing our major
subsidiaries and investments in associated companies immediately prior to the Track Record

Period:

Our Company

100%

Luyuan BVI

100%

Luyuan HK

49%

51%

Guangxi

Luyuan

Notes:

» Zhejiang Luyuan
100% 98.074% i 100% 100% 100% i 100% i7l% i40% 30%
v
Zhejiang Jinhua Jiangsu Motor Guangdong Anhui Fujian Hangzhou
1.926% Luyuan Yicheng Luyuan Luyuan Baijiayu' Yizhou? Guangyang®
Information
Technology
Shandong
Luyuan
70% 30%
Linyishi
Hongzi
$100%
Zhejiang
Hongzi

1. The remaining 29% equity interest in Anhui Baijiayu was owned as to 16% by Ge Yigong, 8% by Wang
Hongxue (a former employee), 3% by Lin Xianjun and 2% by Qi Ping (a former employee), each an

Independent Third Party.

2. The remaining 60% equity interests in Fujian Yizhou was owned as to 28.8% by Chen Pinshou, 27.45% by Lin
Pingzai, and 3.75% by Zhang Xiqing, each an Independent Third Party.

3. The remaining 70% equity interests in Hangzhou Guangyang was owned as to 50% by New Power PPE, and
20% by Hangzhou Luda Electric Vehicle Chain Co., Ltd (Wi/H#kZEEH ST /A ), an Independent

Third Party.
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To meet the business and corporate needs and growth of our Group, we carried out several
corporate actions during the Track Record Period:

Capital Increase in Shandong Luyuan and Zhejiang Luyuan

On June 12, 2020, then shareholders of Zhejiang Luyuan resolved to increase the registered
capital of Zhejiang Luyuan from US$24,500,000 to US$53,000,000 and such contribution shall
be made by Linyishi Hongzi. Thus, the registered capital of Zhejiang Luyuan increased from
US$24,500,000 to US$53,000,000 and the registered capital of Zhejiang Luyuan of
US$28,500,000, or 53.78%, was held by Linyishi Hongzi, US$12,500,000, or 23.58%, was
held by Zhejiang Hongzi and US$12,000,000, or 22.64%, was held by Luyuan HK.

On June 20, 2020, then shareholders of Shandong Luyuan resolved to increase the registered
capital of Shandong Luyuan increased from RMB200,000,000 to RMB400,000,000 and such
contribution shall be made by Zhejiang Luyuan, which had been fully settled on June 29, 2020.
Following the said capital increase, the registered capital of Shandong Luyuan of
RMB396,148,000, or 99.037%, was held by Zhejiang Luyuan and RMB3,852,000, or 0.963%,
was held by Zhejiang Luyuan Information Technology.

Deregistration of Anhui Baijiayu

As the development of Anhui Baijiayu did not achieve our intended results in motivating our
local business partners by way of share incentives, the business of Anhui Baijiayu, a company
established in the PRC which was principally engaged in sale of electric vehicles and
accessories, was shifted to Zhejiang Luyuan Information Technology. Anhui Baijiayu, which
had no business operation immediately prior to its deregistration, was deregistered on June 4,
2020. Our Directors confirm that Anhui Baijiayu was not subject to material non-compliance
or any pending litigation or penalties during the Track Record Period and until the date of its
deregistration.

Reorganization of Linyishi Hongzi

Guangdong Luyuan transferred 30% equity interests in Linyishi Hongzi to Shandong Luyuan
at an aggregate consideration of RMB600,000 pursuant to an equity transfer agreement dated
May 5, 2020. The consideration was determined with reference to registered capital of Linyishi
Hongzi being transferred and had been fully settled on May 7, 2020. Following which, Linyishi
Hongzi was wholly-owned by Shandong Luyuan.
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REORGANIZATION

Set forth below is our corporate and shareholding structure immediately prior to the

Reorganization:

Our Company
Luyuan BVI

Luyuan HK

22.64%

Zhejiang Luyuan

l 100% 99.037% i 100% l 100% i 100% i 100% i40% i30%

Zhejiang Jinhua Jiangsu Motor Guangdong Fujian Hangzhou

Luyuan Yicheng Luyuan Luyuan Yizhou! Guangyang®
Information
h, 0.963% Technology
Shandong
Luyuan

Guangxi Luyuan

100%

A,

53.78% Linyishi

Hongzi

Notes:

100%

23.58% Zhejiang

Hongzi

The remaining 60% equity interests in Fujian Yizhou was owned as to 28.8% by Chen Pinshou, 27.45% by Lin
Pingzai, and 3.75% by Zhang Xiqing, each an Independent Third Party.

The remaining 70% equity interests in Hangzhou Guangyang was owned as to 50% by New Power PPE, and
20% by Hangzhou Luda Electric Vehicle Chain Co., Ltd (§T 4k BB H A R/ ), an Independent
Third Party.

During the Track Record Period, we held equity interests in two subsidiaries which we consider to be
immaterial to our Group in terms of its revenue contribution and development of our Group: (i) Luyuan
Technology Holding (Zhejiang) Co., Ltd (B URRHBE 22 e (W 1) A RN 7]), which was established on December
7, 2021 with no business operations and wholly-owned by Luyuan HK and (ii) LY VA COMPANY LIMITED,
which was principally engaged in manufacture and sale of electric vehicles and accessories. With a view to
explore the market potential and business opportunities in Vietnam, we incorporated LYVA COMPANY
LIMITED in 2015. In the first few years after its incorporation, we commenced our business operations in
Vietnam in a gradual and prudent manner with limited business scale. For the year ended December 31, 2020,
LYVA COMPANY LIMITED recorded revenue of RMB4.9 million only with a net loss of 2.1 million, based
on its management accounts for the same period. Following the global outbreak of COVID-19 and due to its
unsatisfactory business performance, LY VA COMPANY LIMITED ceased its manufacturing operations since
April 2021 and its business activity was only limited to sales of unsold electric vehicles and accessories while
searching for a suitable buyer. Based on the unaudited management accounts of LY VA COMPANY LIMITED,
for the year ended December 31, 2021 and for the period ended September 26, 2022 (the date of disposal),
LYVA COMPANY LIMITED recorded revenue of RMBO0.8 million and RMBO0.7 million, respectively, and
recorded net loss of RMB1.6 million and RMBO0.4 million, respectively. We ceased to hold any equity interest
in LYVA COMPANY LIMITED in September 2022 following our disposal of all equity interests in LY VA
COMPANY LIMITED to Trinh Huyen Chang, an Independent Third Party, at an aggregate consideration of
VND100,000,000 (equivalent to RMB28,800). The consideration was determined taking into account the cash
in hand and the number of sales channels then available to LY VA COMPANY LIMITED. The consideration
had been settled in full in September 2022. For details of the principal activities of and shareholding of our
Group in the two said subsidiaries during the Track Record Period, see Note 11 in Accountants’ Report as set
out in Appendix I.
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Shareholders’ Reorganization

On June 10, 2022, Ms. Ni, as trustee, returned all shares in Best Expand to the beneficiaries,
Mr. Ni and Ms. Hu, in equal shares at nil consideration. On the same day, Mr. Ni agreed to
transfer all shares in Apex Marine to Ms. Hu and Ms. Hu agreed to transfer all shares in Drago

Investments to Mr. Ni, each at nil consideration.

Upon completion, (i) Best Expand was owned by Mr. Ni and Ms. Hu in equal shares, (ii) Apex
Marine was wholly-owned by Ms. Hu, (iii) Drago Investments was wholly-owned by Mr. Ni
and (iv) Ms. Ni ceased to be a registered shareholder of our Company.

Onshore Reorganization

In preparation for Listing, we have undertaken several onshore reorganization steps to refine
our Group structure:

Reorganization of Zhejiang Luyuan

On December 23, 2021, considering that Zhejiang Luyuan was eligible to apply for relevant
licence for manufacturing motorcycles in mainland China, as a wholly foreign-owned company
in mainland China, shareholders of Zhejiang Luyuan resolved to reduce the capital of Zhejiang
Luyuan from US$53,000,000 to US$12,000,000. Upon completion, on February 28, 2022,
Linyishi Hongzi and Zhejiang Hongzi ceased to hold any direct equity interest in Zhejiang
Luyuan, and Zhejiang Luyuan was wholly-owned by Luyuan HK. As Linyishi Hongzi and
Zhejiang Hongzi were investment holding companies without substantial business operations,
they were subsequently deregistered on June 29, 2022 and June 23, 2022, respectively.

Acquisition of Ludong (Jinhua) by Zhejiang Luyuan

Pursuant to an equity transfer agreement entered into between Jinhua Luyuan and Zhejiang
Luyuan dated December 31, 2021, all equity interest in Ludong (Jinhua), a company
established solely for holding properties, were transferred from Jinhua Luyuan, a company
established in the PRC with limited liability and then owned as to 95% by Mr. Ni and 5% by
Ms. Ni, to Zhejiang Luyuan in order to increase the land reserves available to Zhejiang Luyuan
to enhance our production capabilities in Zhejiang, at an aggregate consideration of
RMB37,088,611.2. The aforesaid consideration was determined based on valuation of the
properties held by Ludong (Jinhua) conducted by independent valuer and had been fully settled
by June 8, 2022.

Disposal of Fujian Yizhou and Hangzhou Guangyang

In 2022, we disposed our interests in associated companies whose business performance was
unsatisfactory. On February 28, 2022, Zhejiang Luyuan transferred registered capital of
RMB6,000,000, representing 40% equity interest of Fujian Yizhou, to Lin Pingzai at an
aggregate consideration of RMB6,000,000. Fujian Yizhou was a Fujian-based company
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principally engaged in the research and development, production and sales of electric bicycles,
motors, batteries and accessories. The consideration of RMB6,000,000 was determined with
reference to the paid-up registered capital being transferred and has been fully settled on June
29, 2022. Besides, based on the valuation using asset-based approach and applicable asset
valuation standards in the PRC conducted by an independent valuer who is a member of China
Institute of Real Estate Appraisers and Agents (H[E] 55 Hb s A i A BEL 5 b g 48 40 N B2 ) | the
value of Fujian Yizhou as of December 31, 2021 was RMB14.3 million, which was attributable
to the appraised total assets of RMB38.3 million, which primarily comprise of (i) fixed assets
of RMB20.7 million and (ii) intangible assets (primarily consist of the right to use landed
property) of RMB14.5 million, as adjusted by the appraised total liabilities of RMB24.0
million. As Fujian Yizhou was an associated company of our Group and was accounted as share
of results in associates and investment in associates in our Group’s income statement and
balance sheet, respectively, the disposal gain from the said disposal of 40% equity interests in
Fujian Yizhou of RMB6,000,000 was calculated by the consideration of RMB6,000,000 minus
the face value of our investment in Fujian Yizhou of RMBO. The face value of our investment
in Fujian Yizhou was RMBO based on equity method because Fujian Yizhou had been suffering
loss before 2019, thus full impairment had been made in respect of the Group’s investment in
Fujian Yizhou before 2019. Lin Pingzai was a local distributor of our Group and an
Independent Third Party. During the Track Record Period, revenue attributable to Lin Pingzai
amounted to RMB47.7 million, RMB119.0 million and RMB189.0 million in 2020, 2021 and
2022, respectively, representing 2.0%, 3.5% and 4.0% of our total revenue in 2020, 2021 and
2022, respectively. The disposal of equity interests in Fujian Yizhou was entered into by our
Group based on arm’s length negotiation and on normal commercial terms. Although Fujian
Yizhou had been suffering loss prior to 2019, as of December 31, 2021, the appraised value of
Fujian Yizhou amounted to RMB14.3 million as Fujian Yizhou held non-current assets
including fixed assets of RMB20.7 million and intangible assets of RMB14.5 million based on
the valuation conducted on asset-based approach by independent valuer. In consideration of the
appraised value of RMB14.3 million of Fujian Yizhou based on the valuation conducted, Lin
Pingzai agreed to acquire the 40% equity interests in Fujian Yizhou from our Group. Following
such transfer, Fujian Yizhou was owned as to 67.45% by Lin Pingzai, 28.8% by Chen Pinshou
and 3.75% by Zhang Xiqing and our Group ceased to hold any equity interest in Fujian Yizhou.

On June 30, 2022, Zhejiang Luyuan entered into an equity transfer agreement to transfer the
registered capital of US$738,000, representing 30% equity interest of Hangzhou Guangyang,
to Zhu Liangjun, a former employee of our Group and an Independent Third Party, at an
aggregate consideration of RMB840,000. Hangzhou Guangyang was a company established in
the PRC which was principally engaged in manufacture and sale of electric vehicles and
accessories. The consideration of RMB840,000 was determined with reference to the net asset
value of Hangzhou Guangyang as of March 31, 2022 and had been fully settled on November
9, 2022. Following the transfer, our Group ceased to hold any equity interests in Hangzhou
Guangyang.
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Establishment of Zhejiang Luyuan International Trade

On March 22, 2022, Zhejiang Luyuan International Trade was established in the PRC as a
wholly-foreign owned enterprise with a registered capital of RMB10,000,000. Zhejiang
Luyuan International Trade was set up as our operating entity for expanding our new
international trade business. At the time of establishment and as of the Latest Practicable Date,
Zhejiang Luyuan International Trade is wholly-owned by Zhejiang Luyuan.

Deregistration of certain subsidiaries

Following reorganization steps referred to above, we deregistered some entities, most of which
no