The Stock Exchange of Hong Kong Limited and the Securities and Futures Commission take no responsibility for the
contents of this Application Proof, 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 Application Proof.
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MAO GEPING COSMETICS CO., LTD.
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(A joint stock company incorporated in the People’s Republic of China with limited liability)

WARNING

The publication of this Application Proof is required by The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and the Securities and Futures Commission (the “Commission™) solely for the purpose of providing
information to the public in Hong Kong.

This Application Proof is in draft form. The information contained in it is incomplete and is subject to change which
can be material. By viewing this document, you acknowledge, accept and agree with Mao Geping Cosmetics Co., Ltd.
(the “Company”, together with its subsidiaries, the “Group”), its sole sponsor, overall coordinator(s), advisers or
members of the underwriting syndicate that:

(a)  this document is only for the purpose of providing information about the Company to the public in Hong Kong
and not for any other purposes. No investment decision should be based on the information contained in this
document;

(b)  the publication of this document or any supplemental, revised or replacement pages on the Stock Exchange’s
website does not give rise to any obligation of the Company, its sole sponsor, overall coordinator(s), advisers
or members of the underwriting syndicate to proceed with an offering in Hong Kong or any other jurisdiction.
There is no assurance that the Company will proceed with the offering;

(c)  the contents of this document or any supplemental, revised or replacement pages may or may not be replicated
in full or in part in the actual final listing document;

(d)  this document is not the final listing document and may be updated or revised by the Company from time to
time in accordance with the Rules Governing the Listing of Securities on the Stock Exchange;

(e)  this document does not constitute a prospectus, offering circular, notice, circular, brochure or advertisement
offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the public to make offers
to subscribe for or purchase any securities, nor is it calculated to invite offers by the public to subscribe for
or purchase any securities;

(f) this document must not be regarded as an inducement to subscribe for or purchase any securities, and no such
inducement is intended;

(g)  neither the Company nor any of its affiliates, its sponsor, overall coordinator(s), advisers or underwriters is
offering, or is soliciting offers to buy, any securities in any jurisdiction through the publication of this
document;

(h)  no application for the securities mentioned in this document should be made by any person nor would such
application be accepted;

(1) the Company has not and will not register the securities referred to in this document under the United States
Securities Act of 1933, as amended, or any state securities laws of the United States;

() as there may be legal restrictions on the publication of this document or dissemination of any information
contained in this document, you agree to inform yourself about and observe any such restrictions applicable
to you; and

(k)  the application to which this document relates has not been approved for listing and the Stock Exchange and
the Commission may accept, return or reject the application for the subject public offering and/or listing.

THIS APPLICATION PROOF IS NOT FOR PUBLICATION OR DISTRIBUTION TO PERSONS IN THE
UNITED STATES. ANY SECURITIES REFERRED TO HEREIN HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AND MAY NOT BE OFFERED OR SOLD IN
THE UNITED STATES WITHOUT REGISTRATION THEREUNDER OR PURSUANT TO AN AVAILABLE
EXEMPTION THEREFROM. NO PUBLIC OFFERING OF THE SECURITIES WILL BE MADE IN THE
UNITED STATES.

NEITHER THIS APPLICATION PROOF NOR ANY INFORMATION CONTAINED HEREIN
CONSTITUTES AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITIES IN
THE UNITED STATES OR IN ANY OTHER JURISDICTIONS WHERE SUCH OFFER OR SALE IS NOT
PERMITTED. THIS APPLICATION PROOF IS NOT BEING MADE AVAILABLE IN, AND MAY NOT BE
DISTRIBUTED OR SENT TO ANY JURISDICTION WHERE SUCH DISTRIBUTION OR DELIVERY IS
NOT PERMITTED.

No offer or invitation will be made to the public in Hong Kong until after a prospectus of the Company has been
registered with the Registrar of Companies in Hong Kong in accordance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). If an offer or an invitation is made
to the public in Hong Kong in due course, prospective investors are reminded to make their investment decisions
solely based on the Company’s prospectus registered with the Registrar of Companies in Hong Kong, copies of which
will be published to the public during the offer period.
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If you are in any doubt about any of the contents of this document, you should seek independent professional advice.

MAOGEPING

BEAUTY
Mao Geping Cosmetics Co., Ltd.”

B A B A BR 22 7]

(A joint stock company incorporated in the People’s Republic of China with limited liability)

[REDACTED]

Total Number of [REDACTED] : [REDACTED] H Shares (subject to the
under the [REDACTED] [REDACTED])

Number of [REDACTED] : [REDACTED] H Shares (subject to
[REDACTED])

[REDACTED] H Shares (subject to the
[REDACTED] and [REDACTED])

[REDACTED] : Not more than HK$[REDACTED]
per H Share, plus brokerage of 1.0%,
SFC transaction levy of 0.0027 %,
AFRC transaction levy of 0.00015%
and a Stock Exchange trading fee of
0.00565% (payable in full on
application in Hong Kong dollars and
subject to refund)

Nominal value : RMB[0.50] per H Share
[REDACTED] : [REDACTED]

Sole Sponsor, [REDACTED]

O CICCthaAaE

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
Document, 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 document.
A copy of this document, having attached thereto the documents specified in the section headed “Documents Delivered to the Registrar of Companies in Hong Kong and Available on Display” in
Appendix VII to this document, [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 document or any other documents referred to above.
The [REDACTED)] is expected to be determined by agreement between the [REDACTED], on behalf of the [REDACTED], and our Company on or before [REDACTED] or such later time as
may be agreed between the parties, but in any event, no later than 12:00 noon on [REDACTED]. The [REDACTED] will be not more than HKS{REDACTED] per Share and is currently expected
to be not less than HKS[REDACTED] per Share, unless otherwise announced. If, for any reason, the [REDACTED], on behalf of the [REDACTED], and our Company are unable to reach an
agreement on the [REDACTED] by [12:00 noon] on [REDACTED] the [REDACTED] will not proceed and will lapse immediately.
Investors applying for the [REDACTED] are required to pay, on application (subject to application channel), the maximum [REDACTED] of HKS[REDACTED] for each [REDACTED] together
with a brokerage fee of 1.0%, SFC transaction levy of 0.0027%, AFRC transaction levy of 0.00015% and Stock Exchange trading fee of 0.00565%, subject to refund if the [REDACTED] is lower
than HK$[REDACTED]. The [REDACTED], on behalf of the [REDACTED], may, where considered appropriate and with the Company’s consent, reduce the number of [REDACTED] and/or the
indicative [REDACTED] below that is stated in this Document (which is HK${REDACTED] to HKS[REDACTED]) at any time on or prior to the morning of the last day for lodging applications
under the [REDACTED]. In such a case, an announcement will be published on the website of our Company at www.maogcping.com and on the website of the Hong Kong Stock Exchange at
www.hkexnews.hk and the [REDACTED] will be Lameled and relaunched at the revised number of [REDACTEDT an T revise EDACTED] range and the requirements under Rule 11.13
Of The LisTing Rufes (which include the issue of a or a new d (as appropriate)), as soon as pm:.lmablc following the decision to make such reduction, and in any event
not later than the morning of the day which is the last day for lodging applications under the [REDACTED]. Further details are set out in lhe section headed “Structure of the [REDACTED] and
“How to Apply for Hong Kong [REDACTED]” in this document.
Prior to making an investment decision, prospective investors should carefully consider all of the information set out in this document, in particular, the risk factors set out in the section headed
“Risk Factors.” Pursuant to the termination provisions contained in the Hong Kong [REDACTED] in respect of the [REDACTED], the [REDACTED], on behalf of the [REDACTED], have the
right in certain circumstances, to terminate the obligations of the [REDACTED] pursuant to the [REDACTED] at any time prior to 8:00 a.m. on the [REDACTED]. Further details of the terms
of the termination provisions are set out in the section headed “[REDACTED] — Grounds for Termination.” It is important that you refer to that section for further details.
The [REDACTED] 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 that [REDACTED] may be offered, sold or delivered (a) in the United States solely to [REDACTED] in reliance on Rule 144A or another exemption from, or in a transaction
not subject to, the registration requirements of the U.S. Securities Act or (b) outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act.

Number of [REDACTED]
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* For identification purpose only
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SUMMARY

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

OVERVIEW

We are the leading Chinese premium beauty group. Founded in 2000 by the iconic figure
in China’s beauty industry, Mr. MAO Geping (EXF), we have established a strong presence
in China’s beauty industry. We are the only domestic market player among the top ten premium
beauty groups in China, ranking seventh by retail sales in 2023 with a market share of 1.8%,
according to Frost & Sullivan. The premium beauty market in China has grown at a CAGR of
7.8% from 2018 to 2023, reaching RMB194.2 billion in 2023, and is expected to continue
growing at a CAGR of 9.9%, reaching RMB311.0 billion by 2028. Domestic beauty groups,
with their insights into Chinese consumer preferences, are well-positioned to meet the growing
demand fueled by a renewed sense of cultural pride and appreciation for oriental aesthetics.
From 2018 to 2023, the market size of domestic beauty brands in China expanded at a CAGR
of 9.8%, outpacing the 5.9% CAGR of international brands during the same period.

As the leader among China’s domestic premium beauty brands, we have experienced
rapid growth throughout the Track Record Period. Our total revenue increased from
RMB1,577.3 million in 2021 to RMBI1,829.1 million in 2022 and further increased to
RMB2,886.0 million in 2023, representing a CAGR of 35.3% from 2021 to 2023. Our total
revenue also increased by 41.0% from RMB1,398.5 million in the six months ended June 30,
2023 to RMB1,971.5 million in the same period in 2024. In addition, our net profits increased
from RMB330.9 million in 2021 to RMB352.1 million in 2022 and further increased to
RMB663.5 million in 2023, representing a CAGR of 41.6% from 2021 to 2023. Our net profits
also increased by 41.0% from RMB349.3 million in the six months ended June 30, 2023 to
RMB492.5 million for the same period in 2024. According to Frost & Sullivan, our revenue
growth rate during the Track Record Period significantly exceeded the industry average. With
outstanding sales performance, we constantly solidify our market leadership and brand equity
within the premium beauty industry.

OUR BUSINESS
Brands and Products

Drawing upon the aesthetic philosophy of our founder, we have created beauty products
that capture the essence of the light and shadow makeup artistry and oriental aesthetics to bring
out the best makeup effects. We primarily operate two beauty brands: our flagship brand

MAOGEPING and Love Keeps. We offer a selective portfolio of color cosmetics and skincare

_1-
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products under each brand speaking to different consumer demographics. Our commitment to
quality is deeply embedded in our corporate culture and influences every facet of our
operations from product design to consumer engagement, solidifying our premium market
positioning and broad market recognition.

MAOGEPING. As our flagship brand launched in 2000, MAOGEPING was named after
our founder, Mr. Mao Geping (“Mr. Mao”). MAOGEPING offers a wide array of products
guided by the light and shadow makeup artistry and oriental aesthetics. In particular, “light and
shadow makeup artistry” refers to the strategic use of highlighting and contouring techniques
to enhance facial structure. “Oriental aesthetics,” on the other hand, encapsulates the beauty
ideas and principles originating from traditional Chinese culture, characterized by Chinese
elements that deeply resonate with Chinese consumers. Our commitment to such aesthetic
philosophy has cemented MAOGEPING’s positioning within the premium beauty industry,
blending artistry with makeup techniques and the essence of oriental culture to enhance
makeup effects. According to Frost & Sullivan, MAOGEPING was the only domestic brand
among the top 15 premium beauty brands in China, ranking 12th by retail sales in 2023 with
a market share of 1.8%, evaluated by criteria aligned with industry standards including retail
prices, sales channels and brand recognition. Throughout the Track Record Period, we
primarily derived our revenue from product sales of MAOGEPING, which contributed 96.6%,
98.4%, 99.0%, 99.0% and 99.3% of our total revenue from product sales in 2021, 2022, 2023
and the six months ended June 30, 2023 and 2024, respectively.

Love Keeps. In 2008, we expanded our brand portfolio with Love Keeps, tailored to
consumers who seek both quality and affordability. Love Keeps offers an assortment of color
cosmetics and skincare products that deftly balance cost-effectiveness with high-caliber
performance. By targeting the mass market, Love Keeps ensures accessibility to a broad range
of customers.

Upholding a premium brand positioning, we endeavor to offer beauty products that
combine cultural, aesthetic and methodological attributes. Our product offerings consist of
color cosmetics products inspired by Mr. Mao’s foundational philosophy in light and shadow
makeup artistry and oriental aesthetics, as well as skincare lines that integrate high-quality
formulas with select ingredients. Our color cosmetics primarily include makeup products for
foundation, highlighting and contouring, lips and eyes. In addition, our skincare products
primarily include face creams, eye care, facial masks, serums and cleansers. Moreover, we
have launched limited editions of color cosmetics, such as Eastern Aura Elegance CRAHTT),
that encapsulate industry trends, celebrate traditional cultures, and incorporate advanced
technology for enhanced application and wear. Some of our best-selling products, such as
Luminous Cream Foundation product series and Luxury Caviar Facial Mask which respectively
achieved retail sales of over RMB200.0 million and RMB450.0 million in the six months ended
June 30, 2024, are widely recognized in the market. As of June 30, 2024, our product portfolio
comprised 387 SKUs across both categories.
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The following table sets forth the total sales volume and average selling prices of our
products by product category for the periods indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Average Average Average Average Average

Sales Selling Sales Selling Sales Selling Sales Selling Sales Selling
Volume Price Volume Price Volume Price Volume Price Volume Price

Unitin ~ RMB per  Unitin  RMB per  Unitin  RMB per  Unitin  RMB per  Unitin  RMB per
thousands unit thousands unit thousands unit thousands unit thousands unit

Color Cosmetics . . 6,895.4 1488 6,346.1 1580 97188 166.9 47105 1604 6,622.7 163.8

Skincare . . . . .. 1,398.7 @ 2,244.6 @ 3,598.1 % 1,879.3 w 2,351.0 M
Overall . . .. .. 8,294.1 @ 8,390.7 Z()ﬂ 13,316.9 M 6,589.8 20£ 8,973.7 w
Note:

(1)  The average selling price accounts for the prices of products sold through all sales channels, including direct
sales to consumers, as well as sales made to retailers and distributors.

The average selling prices are lower than the high end of the listed price range primarily
due to: (i) lower prices of products sold to retailers and distributors than that to consumers as
we offer discounts for bulk purchases, which is in line with typical industry practice; and (i)
the calculation of average selling price excludes Value Added Tax (“VAT”) and incorporates
adjustments for sales discounts, loyalty points and other promotional activities that affect the
final selling price.

The following table sets forth a breakdown of revenue from product sales by brand in
absolute amounts and as a percentage of our total revenue from product sales for the periods
indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Amount % Amount % Amount % Amount % Amount %

(RMB in thousands, except for percentages)

(unaudited)
Product Sales
- MAOGEPING . . .. 1,444,612 96.6 1,745,748  98.4 2,754971  99.0 1,346,229  99.0 1,886,702  99.3
- Love Keeps . . . .. 50,455 3.4 28,993 1.6 26,921 1.0 13,044 1.0 13,320 0.7
Total . ......... 1,495,067 100.0 1,774,741 100.0 2,781,892 100.0 1,359,273 100.0 1,900,022 100.0
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The following table sets forth our gross profit and gross profit margin of our products by
brand for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross Margin Gross Margin Gross Margin Gross Margin Gross Margin
Profit (%) Profit (%) Profit (%) Profit (%) Profit (%)

(RMB in thousands, except for percentages)

(unaudited)
Product sales
- MAOGEPING . .. 1,243921 86.1 1,494,642 85.6 2,364,377 858 1,150,934 855 1,613,675 85.5
- Love Keeps. . . . . 34,016 @ 19,570 @ 17,229 @ 8,411 @ 8,121 @
Total. . . ....... 1,277,937 85_5 1,514,212 @ 2,381,606 85_6 1,159,345 & 1,621,796 E

Makeup Artistry Training

Dedicated to raising the standard of makeup artistry and aesthetic literacy in China, we
established nine Institutes of Makeup Artistry in China as of the Latest Practicable Date. We
offer comprehensive in-person makeup training programs at these institutes to disseminate our
deep-rooted knowledge in makeup artistry and Mr. Mao’s aesthetics philosophy to makeup
artists and beauty enthusiasts. As of June 30, 2024, we had 194 training personnel and 3,539
program participants enrolled in our training institutes. We offer a wide range of training
programs designed to meet the diverse needs and aspirations of our program participants, from
basic makeup techniques to advanced aesthetic concepts. Our investment in makeup artistry
training not only bolsters our brand image and reputation but also synergizes with our product
development and sales, ensuring a well-rounded and enriching beauty experience that resonates
with consumers and industry professionals alike.

Revenue by Business Line and Product Category

The following table sets forth our revenue breakdown by business line and product
category for the periods indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Amount % Amount % Amount % Amount % Amount %
(RMB in thousands, except for percentages)
(unaudited)

Product Sales
— Color cosmetics . . . 1,026,354  65.1 1,002,772  54.8 1,622,185  56.2 755,364  54.0 1,085,050  55.1

- Skincare . . ... .. 468,713 29.7 771969 422 1,159,707 402 603,909 432 814972 413
Subtotal ... ... .. 1,495,067 948 1,774,741  97.0 2,781,892  96.4 1,359,273  97.2 1,900,022  96.4
Makeup artistry

training and

related sales. . . . . 82,280 52 54311 30 104,072 3.6 39,258 28 71,504 3.6
Total .......... 1,577,347 100.0 1,829,112 100.0 2,885,964 100.0 1,398,531 100.0 1,971,526 100.0
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Gross Profit and Gross Profit Margin by Business Line and Product Category

The following table sets forth our gross profit and gross profit margin by business line and
product category for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross Margin Gross Margin Gross Margin Gross Margin Gross Margin
Profit (%) Profit (%) Profit (%) Profit (%) Profit (%)

(RMB in thousands, except for percentages)

(unaudited)

Product sales
- Color cosmetics . . 866,511 84.4 841,482 83.9 1,369,058 84.4 633,432 83.9 906,716  83.6
- Skincare. . . . ... 411,426 878 672,730 87.1 1,012,548 873 525913 §7.1 715080 87.7
Subtotal. . ... ... 1,277,937 855 1,514,212 853 2,381,606 85.6 1,159,345 853 1,621,796 85.4
Makeup artistry

training and

related sales . . . . 38,069 46.3 19,066 35.1 66,639  64.0 22,861 58.2 SLI5T 724
Total. . . . ... ... 1,316,006 834 1533278 838 2448245 84.8 1,182,206 84.5 1,673,553 84.9

OUR SALES NETWORK

We sell our products through an extensive sales network integrating offline and online
channels. Our offline channels comprise (i) direct sales primarily via our self-operated
counters, (ii) sales to a premium multinational beauty retailer, and (iii) sales to offline
distributors. Our self-operated counters are strategically located in department stores which we
select specifically to reinforce the image and value of our brand. Adhering to an experiential
marketing strategy, our counters are designed to feature a designated makeup station, supported
by well-trained beauty advisors skilled in makeup knowledge and techniques to offer
consumers professional makeup trials that augment the effects of our products. According to
Frost & Sullivan, we had the second-largest self-operated counter network among all beauty
brands in China, which consisted of 372 counters nationwide as of June 30, 2024. Our online
channels cover e-commerce platforms such as Tmall, Xiaohongshu, Douyin, JD.com and
Taobao through (i) direct sales via online stores, and (ii) sales to online distributors. Both of
our offline and online channels expanded rapidly during the Track Record Period. See
“Business — Our Sales Network.”
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Revenue from Product Sales by Sales Channel

The following table sets forth the breakdown of our revenue from product sales by sales
channel for the periods indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Amount % Amount % Amount % Amount % Amount %
(RMB in thousands, except for percentages)
(unaudited)

Offline channels
Offline direct sales” . 859,299  57.5 978,769  55.1 1,438,182 517 707,001  52.0 875282  46.1
Sales to offline

distributors. . . . . . 76,001 51 57,136 32 69,804 2.5 32,090 24 40,440 2.1
Sales to a premium

multinational beauty

retailer . . . ... .. 30,656 20 44574 2.5 94,080 34 49216 3.6 51,093 2.7

Subtotal . . ... ... 965,956  64.6 1,080,479  60.8 1,602,066 57.6 788,307 58.0 966,815  50.9
Online channels
Online direct sales .. 379,667 254 515870  29.1 931,164 335 452,125 333 736,567 388
Sales to online

distributors. . . . . . 149,444 10.0 178,392  10.1 248,662 8.9 118,841 8.7 196,640 103
Subtotal . . ... ... 529,111 354 694,262  39.2 1,179,826  42.4 570,966  42.0 933,207 49.1
Total .. ........ 1,495,067 100.0 1,774,741 100.0 2,781,892 100.0 1,359,273 100.0 1,900,022 100.0
Note:

(1)  Offline direct sales primarily relate to self-operated counters in department stores.
Gross Profit and Gross Profit Margin of Product Sales by Sales Channel

The following table sets forth our gross profit and gross profit margin of product sales by
sales channel for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross Margin Gross Margin Gross Margin Gross Margin Gross Margin
Profit (%) Profit (%) Profit (%) Profit (%) Profit (%)

(RMB in thousands, except for percentages)

(unaudited)

Offline channels

Offline direct sales'” . . 756,046  88.1 857,501 87.6 1268840 882 622,568 88.1 769,780  87.9
Sales to offline

distributors . . . . . . . 55,269 727 42,6771 147 52,453 751 24,013 748 30,296  74.9
Sales to a premium

multinational beauty

retailer ... ... ... 20,199 @ 29,548 66_3 05,726 @ 33,222 @ 34,266 @
Subtotal. . . . ... ... 832,114  86.1 929,726 86.0 1,387,019 86.6 679,803 86.2 834,348 86.3
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Online channels

Online direct sales . . . .

Sales to online
distributors . . . . . . .

Note:

Year ended December 31,

Six months ended June 30,

2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross Margin Gross Margin Gross Margin Gross Margin Gross Margin

Profit (%) Profit (%) Profit (%) Profit (%) Profit (%)

(RMB in thousands, except for percentages)
(unaudited)

321,043 846 436,385 84.6 787275 845 380,716 842 622,406 845
124,780 83_5 148,101 83_0 207,312 @ 98,826 83_2 165,042 83_9
445,823 E 584,486 & 994,587 & 479,542 m 787,448 w
1,277,937 85_5 1,514,212 @ 2,381,606 85_6 1,159,345 @ 1,621,796 @

(1)  Offline direct sales primarily relate to self-operated counters in department stores.

Key Operating Data

We primarily operate our self-operated counters under lease and concession models in
cooperation with department stores. The following table sets forth the number of self-operated
counters under lease model and concession model as of December 31, 2021, 2022, 2023 and

June 30, 2024:

As of
As of December 31, June 30,
2021 2022 2023 2024
18 28 45 59
290 312 312 313
308 340 357 372

For the details of the movement of our self-operated counters under lease model and

concession model, see “Business — Our Sales Network — Offline Channels — Our Counter
Network — Our Self-Operated Counters.”
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The following table sets forth the details of our same counter revenue for the periods

indicated:

Six months ended

Number of same

counters” . ... ... ..
Aggregate same

counter revenue

(RMB in million) . . ..
Average same

counter revenue

(RMB in million) . . ..
Average same counter

period-to-period

revenue growth ... ..

Note:

Year ended December 31, June 30,
2021 2022 2022 2023 2023 2024
230 277 312
731.5 783.0 878.7 1,193.8 655.3 773.9
3.2 3.4 3.2 4.3 2.1 2.5
7.0% 35.9% 18.1%

(1)  Refers to the number of counters that were in continuous operation throughout the entire current

year/period and the entire preceding year/period.

The following table sets forth the average daily revenue per counter by year of opening

for the periods indicated:

Six months ended

Year ended December 31, June 30,
Year of opening 2021 2022 2023 2023 2024
RMB in thousands

Newly opened within the

same year. . ........... 4.9 5.2 8.2 8.2 9.2
Opened in the previous

year .. ... 5.8 5.5 8.7 7.7 9.0
Opened for two years

Or MOTe . . ............ 9.2 9.3 11.8 11.8 13.6
Overall . ............... 8.0 8.1 11.0 11.1 12.9
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PRICING

The retail prices of our products are determined based on various factors, including cost
of materials, the price of comparable products in the market, market conditions, and our
manufacturing and operation costs. As we may introduce the same products across different
sales channels with varying product specifications, the final retail prices may vary across
channels. However, we have generally implemented a consistent overall pricing strategy across
all channels in terms of price per gram/ml for products. Our color cosmetics products generally
come with a recommended retail price range between RMB200 and RMB500. Our skincare
products generally come with a recommended retail price range between RMB400 and
RMBS800. We may, from time to time, offer discounts and participate in promotional events
hosted by third-party e-commerce platforms and department stores. We may also offer rewards
and discounts to our registered members pursuant to our membership policies. With respect to
sales to distributors, our products are generally sold at a discount to the recommended retail
prices of our products, taking into account the volume of products purchased by our
distributors, the profit margins of our distributors, the prices of our products across the market,
marketing and promotion costs for the sales channels, designated distribution areas, as well as
the number of end-customers the distributors can reach. For products sold to distributors who
operate counters of our brands, prices also accounted for our operational costs for providing
relevant support for counter operations. For details of our pricing policies for different sales
channels, see “Business — Our Sales Network.” For pricing of our makeup training programs,
see “Business — Makeup Artistry Training.”

OUR PRODUCTION AND SUPPLY CHAIN MANAGEMENT

We primarily procure raw materials for color cosmetics and skincare products, packaging
materials and outsourced finished products. To ensure optimal efficiency and uphold stringent
quality control standards, we selectively partnered with reliable ODM/OEM providers for the
production of our products throughout the Track Record Period. In this regard, we retained
decisive authority over the products’ attributes, efficacy and aesthetic presentation. Our efforts
were concentrated on the refinement of essential cosmetic parameters, such as hue, oil-water
balance, pliancy, viscosity and surfactant levels, to ensure our products suit the skin types and
cosmetic needs and preferences of Chinese consumers. See “Business — Production and
Supply Chain Management.”

CUSTOMERS AND SUPPLIERS

Our customers primarily comprise individual consumers and corporate customers, which
primarily include offline retailers including a premium multinational beauty retailer, and
offline and online distributors. Revenue from our five largest customers in each year/period
during the Track Record Period amounted to RMB174.2 million, RMB196.7 million,
RMB250.2 million and RMB191.2 million in 2021, 2022, 2023 and the six months ended June
30, 2024, respectively, representing 10.9%, 10.7%, 8.8% and 9.7% of our total revenue for the
same periods. See “Business — Our Customers.”
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Our suppliers primarily comprise suppliers of cosmetic materials and finished products,
ODM/OEM providers, and logistics and transportation services providers. Purchases from our
five largest suppliers in each year/period during the Track Record Period amounted to
RMB175.8 million, RMB194.0 million, RMB262.3 million and RMB153.2 million in 2021,
2022, 2023 and the six months ended June 30, 2024, respectively, representing 52.8%, 50.5%,
53.6% and 52.3% of our total purchases for the same periods. See “Business — Our Suppliers.”

OUR STRENGTHS

We believe that the following strengths set us apart from our peers and allow us to
capitalize on the market opportunities for our future development.

. Strong leadership by Mr. Mao, an iconic figure in China’s beauty industry, forging
our brands with aesthetic philosophy and entrepreneurship spirit;

. Leader in China’s premium beauty market, with over two decades of industry
expertise, sustaining rapid growth;

. Comprehensive product portfolio catering to diverse consumer beauty needs, with
classic product designs and a touch of oriental aesthetics;

. Integrated sales network with experiential shopping experience, fortifying brand

presence;

. Commitment to excellence in product design and development yields consistent high
quality;

. Persistently cultivating talent to promote the philosophy of oriental aesthetics; and

. Experienced management team and dedicated workforce committed to our vision
and values.

See “Business — Our Strengths.”

OUR STRATEGIES

We believe the following strategies pave the way for our sustained success in the future.

. Enhancing sales network coverage to broaden consumer engagement;
. Continue focusing on color cosmetics and skincare and exploring new product
categories;

. Strategically upgrading and expanding brand portfolio with MAOGEPING as the
anchor;

— 10 =
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. Strengthening global brand presence and overseas market penetration; and

. Upholding brand positioning founded on makeup artisanship, advancing product
development and makeup artistry training.

See “Business — Our Strategies.”
COMPETITIVE LANDSCAPE

We operate in China’s beauty industry. Beauty products refer to cosmetics that can
improve the condition of the skin and emphasize or alter the appearance of face or body, mainly
including skincare products and color cosmetics products. The industry in which we operate is
highly competitive. According to Frost & Sullivan, the top five premium beauty brands, all of
them being international beauty brands, occupying a total market share of 32.1% in terms of
retail sales in 2023, formed a relatively concentrated competitive landscape. We are the only
domestic market player among the top ten premium beauty groups in China, ranking seventh
by retail sales in 2023 with a market share of 1.8%, according to Frost & Sullivan.
MAOGEPING was the only domestic brand among the top 15 premium beauty brands in China,
ranking 12th in terms of retail sales in 2023, with a market share of 1.8%. See “Industry
Overview.”

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables present our historical financial information for the periods or as of
the dates indicated. This summary has been derived from our historical financial information
set forth in the Accountants’ Report in Appendix I to this document. 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 Accountants’ Report in
Appendix I to this document, 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 Statements of Profit or Loss and Other Comprehensive Income

The following table sets forth a summary of our consolidated statements of profit or loss
and other comprehensive income for the periods indicated:

Six months ended
Year ended December 31, June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(unaudited)

Revenue .............. 1,577,347 1,829,112 2,885,964 1,398,531 1,971,526
Costof sales ........... (261,341)  (295,834)  (437,719)  (216,325)  (297,973)
Gross profit . .......... 1,316,006 1,533,278 2,448,245 1,182,206 1,673,553

—11 =
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Six months ended
Year ended December 31, June 30,
2021 2022 2023 2023 2024
(RMB in thousands)
(unaudited)

Other income and gains . . . . 21,588 33,379 46,633 34,892 56,142
Selling and distribution

EXPenses . . . .. ... ... (763,428) (962,443)  (1,412,361) (657,794) (937,210)
Administrative expenses . . . . (124,343) (133,041) (192,093) (92,231) (133,309)
(Impairment losses)/reversal of

impairment losses on

financial assets, net ... .. (3,070) (873) 998 405 752
Other expenses . ......... (63) (198) (822) (109) (293)
Finance costs . .......... (2,805) (3,115) (2,033) (1,132) (2,561)
Share of (loss)/profit of an

associate . . ........... - - (703) - 535
Profit before tax ........ 443,885 466,987 887,864 466,237 657,609
Income tax expense ....... (112,942) (114,892) (224,394) (116,932) (165,063)
Profit and total

comprehensive income for

the year/period . .. ... .. 330,943 352,095 663,470 349,305 492,546
Attributable to:
Owners of the parent ... ... 331,016 352,082 661,928 348,944 492,074
Non-controlling interests . . . . (73) 13 1,542 361 472

330,943 352,095 663,470 349,305 492,546

Non-HKFRS Measure

To supplement our consolidated financial statements, which are presented in accordance
with HKFRS, we also use adjusted net profit as additional financial measure, which is not
required by, or presented in accordance with HKFRS. We believe this non-HKFRS measure
facilitates comparisons of operating performance from period to period and company to
company by eliminating potential impacts of certain items. We believe this measure provides
useful information to investors and others in understanding and evaluating our combined
results of operations in the same manner as they help our management. However, such
non-HKFRS financial measure we presented may not be directly comparable to similar
measures presented by other companies. The use of this non-HKFRS measure should not be
considered as substitute for analysis of, our results of operations or financial condition as
reported under HKFRS.

— 12 =
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We define adjusted profit for the year/period (Non-HKFRS measure) as profit for the
year/period adjusted by adding back [REDACTED]. The following table reconciles our
adjusted profit for the year/period (Non-HKFRS measure) presented in accordance with
HKFRS, which is profit for the year/period:

Six months ended

Year ended December 31, June 30,
2021 2022 2023 2023 2024
(RMB in thousands)
(unaudited)

Profit for the year/period . . 330,943 352,095 663,470 349,305 492,546
Add:
[REDACTED]. . .. ......... - - [REDACTED] - [REDACTED]
Equity-settled share

award expense® . . ... ... - - - - 5,008
Adjusted profit for the

year/period

(Non-HKFRS measure) . . . 330,943 352,095 664,420 349,305 513,113
Notes:

(1) [REDACTED] represent professional fees incurred in connection with the [REDACTED].

(2)  Equity-settled share award expense mainly represents the arrangement that we receive services from
employees as consideration for our equity instruments. Equity-settled share award expense is not
expected to result in future cash payments.

Our adjusted profit for the year (Non-HKFRS measure) increased by 6.4% from
RMB330.9 million in 2021 to RMB352.1 million in 2022, and further increased by 88.7% from
2022 to RMB664.4 million in 2023. Our adjusted profit for the period (Non-HKFRS measure)
increased by 46.9% from RMB349.3 million in the six months ended June 30, 2023 to
RMB513.1 million in the six months ended June 30, 2024. Such increase throughout the Track
Record Period was generally in line with the trend of our revenue growth and business
expansion.

We recorded net profits of RMB330.9 million, RMB352.1 million, RMB663.5 million,
RMB349.3 million and RMB492.5 million in 2021, 2022, 2023 and the six months ended June
30, 2023 and 2024, respectively. Our net profits increased throughout the Track Record Period,
primarily due to the increase in the revenue and gross profit generated from the sales of our
products under the MAOGEPING brand. Our cost of sales increased throughout the Track
Record Period, which was mainly attributable to the increase in sales volume of our products.
See “Financial Information — Description of Major Components of Our Results of Operations
— Cost of Sales.” In addition, our selling and distribution expenses increased throughout the
Track Record Period, which was mainly attributable to the increase in (i) marketing and
promotion expenses resulting from our efforts devoted to online and offline marketing
activities; and (ii) department store and other leased premises fees, which was generally in line
with the increase in number of counters and average sales per counter.

— 13 -
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Selected Items from the Consolidated Statements of Financial Position

The following table sets forth selected information from our consolidated statements of

financial position as of the dates indicated:

As of
As of December 31, June 30,
2021 2022 2023 2024
(RMB in thousands)
Total current assets . ........... 896,053 1,334,413 1,698,017 1,177,173
Total non-current assets . . ........ 234,891 221,497 396,551 659,128
Total assets. . .. .............. 1,130,944 1,555,910 2,094,568 1,836,301
Total current liabilities .......... 289,806 390,063 529,305 762,753
Total non-current liabilities .. ... .. 58,717 31,331 17,277 28,708
Total liabilities . .. ............ 348,523 421,394 546,582 791,461
Net current assets . . ... ........ 606,247 944,350 1,168,712 414,420
Netassets. .................. 782,421 1,134,516 1,547,986 1,044,840
EQUITY
Equity attributable to owners of the
parent

Share capital . .. .............. 60,000 60,000 60,000 200,000
Reserves . . .................. 721,660 1,073,742 1,485,670 842,852

781,660 1,133,742 1,545,670 1,042,852
Non-controlling interests . ........ 761 774 2,316 1,988
Total equity . ................ 782,421 1,134,516 1,547,986 1,044,840

Our net current assets decreased by 64.5% from RMB1,168.7 million as of December 31,
2023 to RMB414.4 million as of June 30, 2024, primarily due to (i) a decrease in cash and cash
equivalents of RMB585.0 million, (ii) an increase in other payables and accruals of RMB76.3

million, (iii) an increase in trade payables of RMB44.1 million and (iv) a decrease in

inventories of RMB29.6 million, partially offset by an increase in trade and bills receivables
of RMB76.1 million. In particular, the cash and cash equivalents decreased from RMB1,137.9
million as of December 31, 2023 to RMBS552.9 million as of June 30, 2024, primarily due to
the payment of dividends declared. We recorded dividends payable of RMB25.0 million as of

December 31, 2023, which was fully paid in January 2024. In addition, at our shareholders’
general meetings held in February 2024 and April 2024, we declared dividends of RMB500.0
million and RMB500.0 million to all shareholders, respectively, which were fully paid in

March 2024 and May 2024, respectively.

_ 14—
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Our net current assets increased by 23.8% from RMB944.4 million as of December 31,
2022 to RMB1,168.7 million as of December 31, 2023, primarily due to (i) an increase in cash
and cash equivalents of RMB250.0 million, (ii) an increase in trade and bills receivables of
RMB44.2 million, and (iii) an increase in inventories of RMB42.7 million, partially offset by
an increase in other payables and accruals of RMB105.4 million and an increase in tax payable
of RMB43.2 million.

Our net current assets increased by 55.8% from RMB606.2 million as of December 31,
2021 to RMB944.4 million as of December 31, 2022, primarily due to (i) an increase in cash
and cash equivalents of RMB396.3 million, and (ii) an increase in inventories of RMB®&89.7
million, partially offset by an increase in trade payables of RMB69.8 million and a decrease
in financial assets at fair value through profit or loss of RMB51.0 million.

Our net assets decreased by 32.5% from RMB1,548.0 million as of December 31, 2023
to RMB1,044.8 million as of June 30, 2024, primarily due to the dividends declared to
shareholders of RMB1.0 billion in the six months ended June 30, 2024, partially offset by the
profit and total comprehensive income for the period of RMB492.5 million.

Our net assets increased by 36.4% from RMB1,134.5 million as of December 31, 2022 to
RMB1,548.0 million as of December 31, 2023, primarily due to an increase in the profit and
total comprehensive income for the year of RMB663.5 million in 2023, partially offset by the
dividends paid to shareholders of RMB250.0 million.

Our net assets increased by 45.0% from RMB782.4 million as of December 31, 2021 to
RMB1,134.5 million as of December 31, 2022, primarily due to an increase in the profit and
total comprehensive income for the year of RMB352.1 million in 2022.

Summary of the Consolidated Statements of Cash Flows

The following table sets forth a summary of our cash flows for the periods indicated:

Six months ended
Year ended December 31, June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(unaudited)

Cash generated from operations . . 390,870 528,224 878,942 430,413 768,940
Income tax paid . ........... (90,939)  (140,107)  (179,234) (84,322)  (149,870)
Net cash generated from operating

activities ... .......... .. 299,931 388,117 699,708 346,091 619,070

Net cash flows (used in)/from
investing activities . . ... .. .. (84,495) 30,899 (194,707) (19,816)  (249,288)

Net cash flows used in financing
activities .. ............. (65,561) (22,692)  (255,006)  (240,947)  (954,776)

— 15 -
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Six months ended
Year ended December 31, June 30,
2021 2022 2023 2023 2024
(RMB in thousands)
(unaudited)
Net increase/(decrease) in cash
and cash equivalents. . . ... .. 149,875 396,324 249,995 85,328 (584,994)
Cash and cash equivalents
at beginning of year/period . . . 341,700 491,575 887,899 887,899 1,137,894
Cash and cash equivalents
at end of year/period . ...... 491,575 887,899 1,137,894 973,227 552,900

Key Financial Ratios

The following table sets forth our key financial ratios for the periods indicated:

As of/Six
months ended
As of/Year ended December 31, June 30,
2021 2022 2023 2024
Gross profit margin . . . ... ... .. 83.4% 83.8% 84.8% 84.9%
Net profit margin . ........... 21.0% 19.2% 23.0% 25.0%
Return on equity . . .. ......... 52.0% 36.7% 49.5% 76.0%
Return on total assets. . .. ...... 35.9% 26.2% 36.3% 50.1%
Current ratio ... ............ 3.1 34 3.2 1.5
Quick ratio . . .............. 2.4 2.7 2.6 1.1
See “Financial Information — Key Financial Ratios” for calculation of the above

financial ratios.

USE OF PROCEEDS

Assuming an [REDACTED] of HK$[REDACTED] per Share (being the mid-point of the
[REDACTED] stated in this document), we estimate that we will receive net proceeds of
approximately HK$[REDACTED] from the [REDACTED] after deducting the
[REDACTED] commission and other estimated expenses paid and payable by us in connection
with the [REDACTED] and assuming that the [REDACTED] is not exercised. In line with our
strategies, we intend to use our proceeds from the [REDACTED] for the purposes and in the
amounts set forth below:

. approximately 25.0% of the net proceeds, or HK$[REDACTED], is expected to be
used for expanding our sales network;

. approximately 20.0% of the net proceeds, or HK$[REDACTED], is expected to be
used for our branding activities;

—16 -
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. approximately 15.0% of the net proceeds, or HKS[REDACTED], is expected to be

used for overseas expansion and acquisitions;

. approximately 10.0% of the net proceeds, or HKS[REDACTED], is expected to be
used for strengthening our production and supply chain capabilities;

. approximately 9.0% of the net proceeds, or HK$[REDACTED], is expected to be
used for enhancing our product design and development capabilities;

. approximately 6.0% of the net proceeds, or HK$[REDACTED], is expected to be
used for our makeup artistry training institutes;

. approximately 5.0% of the net proceeds, or HK$[REDACTED], is expected to be
used for digitizing our operations and information infrastructure; and

. approximately 10.0% of the net proceeds, or HK$[REDACTED], is expected to be
used for working capital and general corporate uses.

See “Future Plans and Use of Proceeds.”
RISK FACTORS

Our business and the [REDACTED] involve certain risks as set out in “Risk Factors.”
You should carefully read that section in its entirety before you decide to invest in our
[REDACTED]. Some of the major risks we face include: (i) our business success has been
driven by certain key personnel, including our founder, Mr. Mao; (ii) our business and
prospects depend on the reputation and market perception of our brands. Any negative
publicity with respect to our Company, our founder Mr. Mao and management, our brands and
products, KOLs, suppliers or other business partners may materially and adversely affect our
brand image and results of operations; (iii) our success is dependent on the continued
popularity of our products and our ability to compete effectively in the premium beauty
industry; (iv) we face intense competition from other premium beauty brands in China’s
premium beauty industry; (v) we are susceptible to consumer complaints due to the subjective
nature of beauty product satisfaction; (vi) the cosmetics and beauty industries and the demand
for our products are subject to changes in the general economic conditions and our consumers’
willingness to spend in beauty products; (vii) our historical results of operations and financial
performance may not be indicative of future performance; (viii) our business success is
dependent on our ability to continuously upgrade and innovate our existing product offerings,
and failure to do so may compromise our competitive edge and reduce our market share; (ix)
our attempts in developing, launching and promoting new brands and products may not be
successful; and (x) any failure to execute effective sales and marketing strategies or adjust such
strategies according to market changes may materially and adversely affect our business,
financial condition and results of operations. See “Risk Factors.”
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SUMMARY

OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Mr. Mao and Ms. Wang, were collectively interested in
approximately 57.26% of our total issued share capital, comprising (i) 43.63% of our total
issued share capital directly held by Mr. Mao, (ii) 11.34% of our total issued share capital
directly held by Ms. Wang, (iii) 0.55% of our total issued share capital controlled by Mr. Mao
and Ms. Wang indirectly through Dijing Investment which was controlled by Ms. Wang and Mr.
Mao as to 35.45% and 10%, respectively, with Mr. Mao acting as its general partner, and (iv)
1.74% of our total issued share capital controlled by Ms. Wang indirectly through Jiachi
Investment. Immediately following the completion of the [REDACTED] (assuming the
[REDACTED] is not exercised), Mr. Mao and Ms. Wang will, directly and indirectly through
Dijing Investment and Jiachi Investment, continue to control in aggregate approximately
[REDACTED]% of our total issued share capital. Therefore, Mr. Mao, Ms. Wang, Dijing
Investment and Jiachi Investment will remain as our Controlling Shareholders upon
[REDACTED].

We believe our Group’s success does not solely rely on the empowerment by Mr. Mao,
and our various sales and marketing means, establishment of extensive sales channels and
experiential and personalized customer service, product quality, strong brand reputation
established over the years and independent daily management and operations carried out by an
experienced senior management team contributed to our success and will remain as the major
and collective factors to the success and sustainability of our Group. Based on the foregoing,
our Directors are of the view that changes in the relationship between Mr. Mao and our Group
will not have a material adverse impact on our business while our Group is capable of
managing and sustaining its business and is able to effectively mitigate the risk exposure even
with the reduction of involvement of Mr. Mao. See “Relationship with Our Controlling
Shareholders” and “Risk Factors — Risks Relating to Our Business and Industry — Our
business success has been driven by certain key personnel, including our founder, Mr. Mao.”

APPLICATION FOR [REDACTED] ON THE STOCK EXCHANGE
[We have applied to the Listing Committee for the granting of the [REDACTED] of, and
permission to [REDACTED] (i) our H Shares to be issued pursuant to the [REDACTED]

(including any H Shares which may be issued pursuant to the exercise of the [REDACTED])
and (ii) the H Shares to be converted from our existing [REDACTED] Shares.]
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SUMMARY

[REDACTED]

All statistics in the following table are based on the assumptions that (i) the
[REDACTED] has been completed and [REDACTED] H Shares are issued pursuant to the
[REDACTED]; (ii) [REDACTED] Shares are issued and outstanding following the
completion of the [REDACTED] saved as disclosed in note (3) below; and (iii)) [REDACTED]
Shares will be converted into H shares upon the completion of the [REDACTED], and that the
[REDACTED] is not exercised.

Based on an [REDACTED] Based on an [REDACTED]

of HK$[REDACTED] of HK$[REDACTED]
per Share per Share

Market capitalization of our

Shares™. .. ... ... ... ...... HK$[REDACTED] HK$[REDACTED]
Market capitalization of our

H Shares™®................. HK$[REDACTED] HK$[REDACTED]
Unaudited [REDACTED] adjusted

consolidated net tangible assets

attributable to owners of the HK$[REDACTED] HK$[REDACTED)]

parent per Share® ... ........ (RMB[REDACTED])) (RMB[REDACTED])

Notes:

()

@)

(3)

The calculation of market capitalization is based on [REDACTED] H Shares expected to be issued
pursuant to the [REDACTED] and totally [REDACTED] Shares in issue immediately upon completion
of the [REDACTED] presuming the conversion of [REDACTED] Shares into H Shares, and that the
[REDACTED] is not exercised.

The calculation of market capitalization of our H Shares is based on [REDACTED] H Shares expected
to be in issue immediately upon completion of the [REDACTED].

The unaudited [REDACTED] adjusted consolidated net tangible assets attributable to owners of the
parent per Share as of June 30, 2024 is calculated after making the adjustments referred to in Appendix
II to this document, and based on [REDACTED] Shares are in issue, assuming the [REDACTED] had
been completed on [June 30, 2024], without taking into account any shares which may fall to be issued
upon the exercise of the [REDACTED].

For the calculation of the unaudited [REDACTED] adjusted consolidated net tangible
assets attributable to owners of the parent per Share, see “Appendix II — Unaudited
[REDACTED] Financial Information.”
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SUMMARY

DIVIDENDS AND DIVIDEND POLICY

At our shareholders’ general meetings held in March 2021 and May 2023, we declared
dividends of RMB40.0 million and RMB250.0 million to all shareholders, respectively. In
March 2021 and May 2023, we paid dividends of RMB40.0 million and RMB225.0 million to
all shareholders, respectively. In addition, we recorded a dividends payable of RMB25.0
million as of December 31, 2023, which was fully paid in January 2024.

At our shareholders’ general meeting held in February 2024, we declared dividends of
RMB500.0 million to all shareholders. In March 2024, we paid dividends of RMBS500.0 million
to all shareholders.

At our shareholders’ general meeting held in April 2024, we declared dividends of
RMB500.0 million to all shareholders, which were fully paid in May 2024. Other than the
aforementioned dividends, our accrued consolidated retained earnings before the
[REDACTED] will be shared among our existing shareholders and new shareholders.

Any dividends we pay will be determined at the absolute discretion of our Board, taking
into account factors including our actual and expected results of operations, cash flow and
financial position, general business conditions and business strategies, expected working
capital requirements and future expansion plans, legal, regulatory and other contractual
restrictions, and other factors that our Board deems to be appropriate. Our Shareholders in a
general meeting may approve any declaration of dividends recommended by our Board.

[REDACTED]

[REDACTED] represent professional fees, [REDACTED] commissions and other fees
incurred in connection with the [REDACTED]. We estimate that our [REDACTED] will be
approximately RMB[REDACTED] (assuming an [REDACTED] of HK$S[REDACTED] per
[REDACTED] (being the mid-point of the indicative [REDACTED]) and no exercise of the
[REDACTED)]), representing [REDACTED]% of the gross proceeds (based on the mid-point
of our indicative [REDACTED] for the [REDACTED] and assuming that the [REDACTED]
is not exercised) of the [REDACTED]. During the Track Record Period, we incurred
[REDACTED] of RMB[REDACTED], of which RMB[REDACTED] was charged to the
consolidated statements of profit or loss and other comprehensive income as administrative
expenses and RMB[REDACTED] will be deducted from equity. We expect to incur additional
[REDACTED] of approximately RMB[REDACTED], of which approximately
RMB[REDACTED] is expected to be recognized in the consolidated statements of profit or
loss and other comprehensive income as administrative expenses and approximately
RMB[REDACTED] is expected to be recognized as a deduction in equity directly upon the
[REDACTED]. Our Directors do not expect such expenses to materially impact our results of
operations in 2024. By nature, our [REDACTED] are composed of (i) [REDACTED]
commission of approximately RMB[REDACTED]; and (ii) [REDACTED] related expenses
of approximately RMB[REDACTED], which consist of fees and expenses of legal advisors
and Reporting Accountant of approximately RMB[REDACTED] and other fees and expenses
of approximately RMB[REDACTED].
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SUMMARY

RECENT DEVELOPMENTS

Our Directors confirm that, up to the date of this Document, there has been no material
adverse change in our financial or trading position or prospects since June 30, 2024, being the
end date of the periods reported on in the Accountants’ Report included in Appendix I to this
document, and there is no event since June 30, 2024 that would materially affect the
information as set out in the Accountants’ Report included in Appendix I to this Document.

On April 10, 2024, we submitted an application for overseas issuance and [REDACTED]
recordation to the CSRC. On April 30, 2024, the CSRC issued the Supplementary Material
Requirements for Overseas Issuance and Listing Recordation ( (BE4MEAT b i 284 72 &kl
ZIK) )’ in response to our application. The CSRC issued the Notice of Filing on [®] for the
[REDACTED] and for the [REDACTED] of the Shares on the Stock Exchange.

—21 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

In this document, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“Accountants’ Report”

“AFRC”

“Articles of Association” or
“Articles”

“associate(s)”

“Authorized Representative(s)”

“Beijing Diyue”

“Beijing Mao Geping Training
Institute”

“Board Diversity Policy”

“Board” or “Board of Directors”

“Business day” or “business day”

the accountants’ report of our Company, the text of which
is set out in Appendix I to this document

the Accounting and Financial Reporting Council of Hong
Kong

the articles of association of our Company, which was
passed by our Shareholders at the Shareholders’ meeting
on April 1, 2024, which shall become effective on the
[REDACTED], as amended, supplemented, or otherwise
modified from time to time, a summary of which is set
out in Appendix V to this document

has the meaning ascribed to it under the Listing Rules
the authorized representative(s) of our Company

Beijing Diyue Cosmetics Co., Ltd. (Jtaaififl it it A R
/vH]), a company established in the PRC with limited
liability on May 13, 2019 and a subsidiary of our
Company held by our Company as to 95.00%

Beijing Mao Geping Professional Skill Training

Chaoyang Institute Co., Ltd. (LT BX-THkSER, GEHS
A EA R 245 A BR E AL /2 7)), a company established in the
PRC with limited liability on May 17, 2021 and a
subsidiary of our Company held by our Company as to
99.00%

the board diversity policy of our Company

the board of Directors of our Company

a day on which banks in Hong Kong are generally open
for normal banking business to the public and which is

not a Saturday, Sunday or public holiday in Hong Kong

[REDACTED]
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DEFINITIONS

“Chengdu Mao Geping Training
Institute”

“China” or “Mainland China” or
“PRC”

“Chongqing Diyue”

“Chongqing Mao Geping
Training Institute”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

’

“Company” or “our Company’
or “the Company”

“Compliance Advisor”

Chengdu Mao Geping Professional Skill Training
Institute Co., Ltd. (SR X TIE Sk at B ZER s 1 £
KABR/AT]), a company established in the PRC with
limited liability on January 7, 2020 and an indirect
wholly-owned subsidiary of our Company

the People’s Republic of China for the purpose of this
document and for geographical reference only, except
where the context requires, references in this document to
“China”, “Mainland China” and the “PRC” do not apply
to Hong Kong, Macau Special Administrative Region and
Taiwan, China

Chongging Diyue Cosmetics Co., Ltd. (Z& B #Iifbih 5
A FR/Z F]), a company established in the PRC with
limited liability on April 21, 2023 and an indirect
wholly-owned subsidiary of our Company

Chongqing Mao Geping Professional Skill Training Co.,
Led. (GEEER 8B ICFRESE R RE R I R AR A7),
a company established in the PRC with limited liability
on May 11, 2018 and an indirect wholly-owned
subsidiary of our Company

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

Mao Geping Cosmetics Co., Ltd. (BRI
FZ>7]), including our predecessor, which was a limited
liability company established in the PRC on July 28,
2000 and was formerly known as Hangzhou Mao Geping
Cosmetics Co., Ltd. (FTIHEX ALtk A FRAR]) from
July 2000 to August 2008 and from September 2008 to
November 2008, and Hangzhou Huidu Cosmetics Co.,
Ltd. (WM FEERL S A PR A]) from August 2008 to
September 2008 and from November 2008 to December
2015

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“connected person(s)”

“connected transaction(s)”

“Controlling Shareholder(s)”

“Conversion of [REDACTED]
Shares into H Shares”

“core connected person(s)”

“Corporate Governance Code”

“CSRC”

“Dijing Investment”

“Director(s)”

“Douyin”

“EIT Law”

“Extreme Conditions”

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules,
and unless the context otherwise requires, refers to
Mr. Mao, Ms. Wang, Dijing Investment and Jiachi
Investment, details of which are set out in the section
headed “Relationship with our Controlling Shareholders”

the conversion of [REDACTED] Shares (immediately
following the Share Subdivision) in aggregate held by 14
existing Shareholders into H Shares upon the completion
of  the [REDACTED]. Such conversion of
[REDACTED] Shares into H Shares has been filed with
the CSRC on April 10, 2024 and an application for H
Shares to be [REDACTED] on the Stock Exchange has
been made to the Listing Committee

has the meaning ascribed to it under the Listing Rules

the Corporate Governance Code in Appendix C1 to the
Listing Rules

China Securities Regulatory Commission (H Bl 75 75 B &
EHEEE)

Hangzhou Dijing Investment Management Partnership
(Limited Partnership) (MM R EEHEH BEER
4%)), a limited partnership established in the PRC on
April 28, 2011, and one of our Controlling Shareholders
the director(s) of our Company

Douyin (£#), a Chinese short video social media app

Enterprise Income Tax Law of the People’s Republic of
China (" #ENRILFESFENEHIE), as amended,

supplemented or otherwise modified from time to time

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

ELINT3

“Group,” “our Group,”

¢ 2

“the Group,” “we,
or “us’”

“Guide for New Listing
Applicants”

“H Share(s)”

“Hangzhou Baisheng”

“Hangzhou Diyue”

“Hangzhou Keyunshi”

“Hangzhou Love Keeps”

[REDACTED]

our Company and its subsidiaries

the Guide for New Listing Applicants issued by the Stock
Exchange, as amended, supplemented or otherwise
modified from time to time

overseas [REDACTED] foreign share(s) in the share
capital of our Company, with a nominal value of
RMBJ[0.50] each, which are to be subscribed for and
traded in Hong Kong dollars and for which an application
has been made for the granting of [REDACTED] and
permission to [REDACTED] on the Stock Exchange

[REDACTED]

Hangzhou Baisheng Cultural Communication Co., Ltd.

(BUHAAZE AL 35 A BR /A ]), a company established in
the PRC with limited liability on April 14, 2023 and an
indirect wholly-owned subsidiary of our Company

Hangzhou Diyue Cosmetics Co., Ltd. (W‘I»I?@‘Wtﬂtc&]ﬁ
FRZyF]), a company established in the PRC with limited
liability on June 2, 2016 and a direct wholly-owned
subsidiary of our Company

Hangzhou Keyunshi Biotechnology Co., Ltd. (Bt %H#H
YR BR/A ), a company established in the PRC
with limited liability on August 18, 2022 and a direct
wholly-owned subsidiary of our Company

Hangzhou Love Keeps Cosmetics Co., Ltd. (BN 2 E4L
At i A PR F]), a company established in the PRC
with limited liability on November 7, 2013 and a direct
wholly-owned subsidiary of our Company
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“Hangzhou Mao Geping”

“Hangzhou Shang Du Hui”

“Hangzhou Xingyi”

“HK$” or “Hong Kong dollars”
or “HK dollars”

“HKFRS”

Hangzhou Mao Geping Cosmetics Co., Ltd. (b EX-T-
bt BRZA A, a company established in the PRC with
limited liability on July 28, 2000, the predecessor of our
Company, and was formerly known as Hangzhou Mao
Geping Cosmetics Co., Ltd. (FUHBI ALt ARRA
Fl) from July 2000 to August 2008 and from September
2008 to November 2008, and Hangzhou Huidu Cosmetics
Co., Ltd. (BTINFEHE LM i A FRZAHE]) from August 2008
to September 2008 and from November 2008 to
December 2015

Hangzhou Shang Du Hui Cosmetics Technology Co.,
Ltd.  (BuH i ERRE Lt S B A BR A F]), a  company
established in the PRC with limited liability on January 2,
2024 and a direct subsidiary held by our Company as to
77.20%

Hangzhou Xingyi Equity Investment Co., Ltd. (FT/H 2 Iz
JERER & A PR/ F]), a company established in the PRC
with limited liability on December 29, 2022 and a direct
wholly-owned subsidiary of our Company

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants

[REDACTED]
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DEFINITIONS
[REDACTED]
“Hong Kong Listing Rules” the Rules Governing the Listing of Securities on The
or “Listing Rules” Stock Exchange of Hong Kong Limited (as amended

from time to time)

“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the
PRC
[REDACTED]
“Hong Kong Stock Exchange” The Stock Exchange of Hong Kong Limited

or “Stock Exchange”

[REDACTED]

“Independent Third Party(ies)” any entity(ies) or person(s) who is not a connected person
of our Company within the meaning of the Listing Rules
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DEFINITIONS

“Institute(s) of Makeup Artistry”

Wuhan Mao Geping Training Institute, Beijing Mao
Geping Training Institute, Chengdu Mao Geping Training
Institute, Chongqing Mao Geping Training Institute,
Shanghai Mao Geping Training Institute, Shenzhen Mao
Geping Training Institute, Zhengzhou Mao Geping
Training Institute, Hangzhou Mao Geping Image Design
Art Co., Ltd., Qingdao Branch (Wi JH & X T8 &l w 24ff
HMRAFE S5 /A7), Hangzhou Mao Geping Image
Design Art Co., Ltd., First Branch
(FU BT R T2 A PR A A SR — 0 A F)) and
Hangzhou Mao Geping Image Design Art Co., Ltd.,
Shanghai Branch (FUMEXFIE S EEHEM A BR A b
W7/ F]) (each, an “Institute of Makeup Artistry”,
collectively, the “Institutes of Makeup Artistry”)

[REDACTED]
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DEFINITIONS

“JD.com”

“Jiachi Investment”

“Latest Practicable Date”

“Light and Shadow Aesthetics”

“Light and Shadow Color”

“Listing Committee”

“Main Board”

“Mao Geping Image Design”

JD.com (U EIK), also known as “JD” and “Jingdong”,
a third party e-commerce platform, which offers a wide
range of products in China

Hangzhou Jiachi Investment Management Partnership
(Limited Partnership) (FT 5% 5% & M58 B 2ECH R
%)), a limited partnership established in the PRC on
April 28, 2011 and one of our Controlling Shareholders

September 30, 2024, being the latest practicable date
prior to the date of this document for the purpose of
ascertaining certain information contained in this
document

Guangying Meixue (Hangzhou) Network Technology
Co., Ltd. Gt FEE WU HLEFH A TR A]), a company
established in the PRC with limited liability on
September 4, 2020 and an indirect wholly-owned
subsidiary of our Company

Guangying Secai (Hangzhou) Network Technology Co.,
Ltd. Ot aE@EM AL ARATR), a company
established in the PRC with limited liability on October
25, 2022 and an indirect subsidiary of our Company held
by our Company as to 67.00%

[REDACTED]

the Listing Committee of the Hong Kong Stock Exchange

[REDACTED]

the stock market (excluding the option market) operated
by the Hong Kong Stock Exchange which is independent
from and operated in parallel with the Growth Enterprise
Market of the Hong Kong Stock Exchange

Hangzhou Mao Geping Image Design Art Co., Ltd. (BiJH
BXPIE S A FR A 1), a company established in
the PRC with limited liability on August 10, 2010 and a
direct wholly-owned subsidiary of our Company
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“Mao Geping Technology”

“MOF”

“MOFCOM”

“Mr. Mao”

“Ms. Wang”

Hangzhou Mao Geping Technology Co., Ltd. (FtHEX
PR AR AE]), formerly known as Hangzhou
Meilunhuan Trading Co., Ltd. (BN EmGEE 5 AR
A]), a company established in the PRC with limited
liability on November 12, 2009 and a direct wholly-
owned subsidiary of our Company

Ministry of Finance of the PRC (H#& A [ [E B EE)

Ministry of Commerce of the PRC ("3 A LB o5 75
i)

Mr. MAO Geping (EX°F"), our founder, chairman of the
Board, an executive Director, and one of the Controlling
Shareholders of our Company

Ms. WANG Liqun (7ESZ#F), an executive Director, vice

chairperson of the Board, and one of the Controlling
Shareholders of our Company

[REDACTED]
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DEFINITIONS

“PRC Company Law”

“PRC GAAP”

“PRC Legal Advisor”

“Pre-[REDACTED] Investments”

“Pre-[REDACTED] Investors”

[REDACTED]

the Company Law of the PRC ( {H#HEA RILANE 2 A
%) ), enacted by the Standing Committee of the Eighth
National People’s Congress on December 29, 1993 and
effective on July 1, 1994, and subsequently amended on
December 25, 1999, August 28, 2004, October 27, 2005,
December 28, 2013, October 26, 2018 and December 29,
2023, as amended, supplemented or otherwise modified
from time to time

the PRC Accounting Standards and Accounting
Regulations for Business Enterprises ({BZE€FHEH)
promulgated by the MOF on February 15, 2006 and its
supplementary regulations, as amended, supplemented or
otherwise modified from time to time

Jingtian & Gongcheng, our legal advisor as to the laws of
the PRC

the Pre-[REDACTED] investments in our Company
undertaken by the Pre-[REDACTED] Investors, details
of which are set out in “History, Development and
Corporate Structure — Pre-[REDACTED] Investments”
in this document

the investor(s) who participated in our
Pre-[REDACTED] Investments, details of which are set
out in “History, Development and Corporate Structure —
Pre-[REDACTED] Investments — Information relating
to our Pre-[REDACTED] Investors” in this document

[REDACTED]
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DEFINITIONS

“document”

“province”

“QIB”

“Regulation S”

“RMB” or “Renminbi”

“Rule 144A”

“SAFE”

“SAIC”

“SAMR”

“SAT”

“Securities Law” or “PRC

Securities Law”

[REDACTED]

this document being issued in connection with the
[REDACTED]

each being a province or, where the context requires, a
provincial-level autonomous region or municipality
under the direct supervision of the central government of
the PRC

a qualified institutional buyer within the meaning of Rule
144A

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC (!
e N RILFNE [ /P FE)S)), the PRC governmental
agency responsible for matters relating to foreign
exchange administration, including local branches, when
applicable

State Administration of Industry and Commerce of the

PRC  (#E AN RILHE R LT B HA)S), now
known as the SAMR

the State Administration for Market Regulation of the

PRC ("3 N BN B B 5% 1 5 B B AR R)), formerly
known as the SAIC

State Taxation Administration of the PRC (¥ AR ILAN
B R AR

the Securities Law of the PRC (F#E A R ILAI B #5752 15),

as amended, supplemented or otherwise modified from
time to time
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DEFINITIONS

“SFC”

“SFO”

“Shanghai Diyue”

“Shanghai Mao Geping Training
Institute”

“Share(s)”

’

“Share Subdivision’

“Shareholder(s)”

“Shenzhen Dushi”

“Shenzhen Mao Geping Training
Institute”

the Securities and Futures Commission of Hong Kong

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

Shanghai Diyue Cosmetics Co., Ltd. (i b A
FRZyF]), a company established in the PRC with limited
liability on March 31, 2023 and an indirect wholly-owned

subsidiary of our Company

Shanghai Mao Geping Professional Skill Training
Institute Co., Ltd. (LB T HSER RERE A FRA A, a
company established in PRC with limited liability on
June 20, 2024 and a subsidiary of our Company held by
our Company as to 99.9999%

ordinary shares in the capital of our Company with a
nominal value of RMBI1.00 each,
[REDACTED] Share(s) and H Share(s)

comprising

the Share Subdivision immediately prior to the
[REDACTED], pursuant to which each of our Share with
par value of RMBI1.00 will be subdivided into [twoO]
Shares with par value of RMB[0.50] each

holder(s) of the Share(s)

Shenzhen Dushi Enterprise Management Partnership
(Limited Partnership) (I B E CEEHMEBLEE
FRE%)), a limited partnership established in the PRC
with limited liability on January 23, 2024, a
Pre-[REDACTED] Investor

Shenzhen Mao Geping Professional Skill Training
Institute Co., Ltd. (ZRIINTT B I THESERE BEHS I E2ACAT FR
/3 Fl), a company established in the PRC with limited
liability on November 14, 2023 and an indirect wholly-
owned subsidiary of our Company

[REDACTED]
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“Sole Sponsor”

“Special Regulations”

“State Council”

“subsidiaries”

“Substantial Shareholder(s)”

“Supervisor(s)”

“Supervisory Committee”

“Suzhou Jinhong”

“Taobao”

“Takeovers Code”

[REDACTED]

China International Capital Corporation Hong Kong
Securities Limited

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock

Limited Companies (275 B B i e £ A BR2A ml 5 A3 4E
JBeh B b T AR IR AE)

[REDACTED]

State Council of the People’s Republic of China (FF#EA
R A I [ 55 B )

has the meaning ascribed to it in section 15 of the
Companies Ordinance

has the meaning ascribed to it under the Listing Rules
member(s) of our Supervisory Committee

the supervisory committee of our Company

Suzhou Jinhong Venture Capital Partnership (Limited
Partnership) (BfRMERUERIERE G B EEEREE)), a
limited partnership established in the PRC on January 23,
2024, and a Pre-[REDACTED] Investor

Taobao.com (&), a third party consumer-to-consumer
e-commerce platform, which offers a wide range of
products in China

the Codes on Takeovers and Mergers and Share Buy-

backs issued by the SFC, as amended, supplemented or
otherwise modified from time to time
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“Tmall”

“Track Record Period”

“U.S.” or “United States”

“US$,” “USD” or “U.S. dollars”

“Weibo”

“Wuhan Mao Geping Training
Institute”

“Xiaohongshu”

tmall.com (K%#), a third-party business-to-consumer
e-commerce platform in China

the three years ended December 31, 2021, 2022, 2023 and
the six months ended June 30, 2024

[REDACTED]

the United States of America, its territories and
possessions

United States dollars, the lawful currency of the United
States

Sina Weibo GHI{R{#[#), a Chinese microblogging (weibo)
website and social media platform

[REDACTED]

Wuhan Mao Geping Image Design Professional Skill
Training Institute Co., Ltd (BZENTVLF E X E 5%
Ak SE R I 2T B2 F), a company established in the
PRC with limited liability on May 6, 2019 and an indirect
wholly-owned subsidiary of our Company

xiaohongshu.com, also known as “RED” (/NLED), a

third-party social media and e-commerce platform in
China
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“Zhejiang Huidu” Zhejiang Huidu Cosmetics Co., Ltd. (#iiLEEARIL L fh A
F/ZyH]), a company established in the PRC with limited
liability on March 8, 2021 and a direct wholly-owned
subsidiary of our Company

“Zhejiang Mao Geping Institute ~ Zhejiang Mao Geping Institute of Makeup Artistry (#77L
of Makeup Artistry” BTV LR FIEMT24L), a  private  non-enterprise
institute established in the PRC with limited liability on

September 15, 2000, which was indirectly wholly owned

by our Company and was voluntarily deregistered in

2018
“Zhengzhou Mao Geping Zhengzhou Mao Geping Professional Skill Training
Training Institute” Institute Co., Ltd. (EBINTT B THERINER A RA

A]), a company established in the PRC with limited
liability on January 16, 2018 and an indirect wholly-
owned subsidiary of our Company

“%” per cent

» o« » o« » o«

close associate, connected person, core

» o«

In this document, the terms “associate,
connected person,” ‘“connected transaction, controlling shareholder” and “substantial
shareholder” shall have the meanings given to such terms in the Listing Rules, unless the

context otherwise requires.

Certain amounts and percentage figures included in this document have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them. Any discrepancies in any table or chart between the
total shown and the sum of the amounts listed are due to rounding.

For ease of reference, the names of the PRC established companies or entities, laws or

regulations have been included in this document in both the Chinese and English languages

and in the event of any inconsistency, the Chinese versions shall prevail.
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This glossary of technical terms contains explanations of certain terms used in this
document in connection with our Group and our business. The meaning of these terms

may not necessarily correspond to standard industry meaning or the usage of these terms.

“beauty product(s)”

“CAGR”

“light and shadow”

“light and shadow makeup

artistry”

“Luminous Cream

’

Foundation product series’

“color cosmetics”

“complaint rate”

“cosmetics products”

“domestic beauty brands”

cosmetics products that can improve the condition of the
skin and emphasize or alter the appearance of face or
body, mainly including skincare products and color
cosmetics products

compound annual growth rate

the pictorial representation in terms of light and shade
without regard to color

the strategic use of highlighting and contouring
techniques to enhance facial structure

A series of foundation products including Luminous
Perfect Cream Foundation, Luminous Transparent Cream
Foundation and Luminous Moisture Cream Foundation

products that can emphasize or alter the appearance of the
face or body, which mainly include eyeliner, lipstick,
foundation and other makeup products

the ratio of complaints received through online and
offline channels in a year/period divided by the total
number of consumers who had made at least one purchase
in the same year/period

products that are applied by means of smearing, spraying
or other similar methods on any part of the human body’s
surface, such as the skin, hair, finger and toenails, lips
and teeth, etc., in order to achieve the purpose of
cleansing, maintaining, beautifying, modifying and
altering the appearance of the human’s face and body, or
correcting the body’s odor to keep it in good condition;
which include skincare, personal care, color cosmetics,
perfume and others

beauty brands owned by companies headquartered in
China
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“fragrance”

“GMV”

“international beauty brands”

“kg”

“KOL(s)”

“ODM”

“OEM”

“oriental aesthetics”

“product return rate”

“R&Dn

“repurchase rate”

“skincare products”

“SKU(S)”

products that emit a pleasant scent, particularly perfumes

and colognes

gross merchandise volume, the total value of all orders
placed

beauty brands owned by companies headquartered
outside of China

kilogram, a unit of weight equal to 1,000 grams

key opinion leader(s)

original design manufacturing, where a manufacturer
designs and manufactures a product which is specified by
the customer and eventually marketed and sold under the
customer’s brand name or under no specific brand

original equipment manufacturing, where a manufacturer
manufactures a product in accordance with the
customer’s design and specifications and is marketed and
sold under the customer’s brand name or under no
specific brand

design and beauty principles that are characteristic of
East Asian cultures

measured by the ratio of the amount of product returns to
our revenue of each period

research and development

calculated by dividing the number of consumers who
purchased our products for two or more times during a
specific period of time by the number of consumers who
made a least one purchase during the same period of time

product that can improve skin integrity, provide relief to
skin conditions, and address specific skin concerns such

as acne, dark spots, etc.

stock keeping unit(s), to help identify and track
inventories
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113 E)

sq.m.

“premium brand”

“mass-market brand”

square meter, a unit of area measurement

brands positioned to meet the demands of consumers for
prestige, high quality, and exclusivity through perceived-
value products. Premium brands often command an
ultra-price range in which the unit price is at least 50%
higher than the industry average, and their products are
selectively distributed, typically found in premium
department stores. These premium brands have a
distinguished brand image with a focus on uniqueness,
heritage, and lifestyle. The majority of leading premium
beauty brands were founded by celebrities or artists who
use their names as brand names

brands positioned to offer products with high price
performance to consumers. Mass-market brands often
command a middle to low price range that the unit price
is either equal to or below the industry average, and in
some cases, their unit price is slightly higher but not
exceeding 50% of the industry average. Mass-market
brands often have broader distribution channels
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FORWARD-LOOKING STATEMENTS

This document includes forward-looking statements. All statements other than statements
of historical facts contained in this document, including, without limitation, those regarding
our future financial position, our strategies, plans, objectives, goals, targets and future
developments in the markets where we participate or are seeking to participate, and any

EEINT3 EEINT3

statements preceded by, followed by or that include the words “believe,” “expect,” “estimate,”

LR

“predict,” “aim,” “intend,” “will,” “may,

EEINT LR I3 ERINT3

plan,” “consider,” “anticipate,” “seek,” “should,”

’

“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-
looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results, to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ
materially from those in the forward-looking statements include, among other things, the

following:
. general political and economic conditions, including those related to the PRC;
. our ability to successfully implement our business plans and strategies;

o future developments, trends and conditions in the industry and markets in which we
operate or into which we intend to expand;

. our business operations and prospects;

. our capital expenditure plans;

. the actions and developments of our competitors;

. our financial condition and performance;

. capital market developments;

. our dividend policy;

. any changes in the laws, rules and regulations of the central and local governments
in the PRC and other relevant jurisdictions and the rules, regulations and policies of
the relevant governmental authorities relating to all aspects of our business and our
business plans;

. various business opportunities that we may pursue; and

. changes or volatility in interest rates, foreign exchange rates, equity prices or other

rates or prices, including those pertaining to the PRC and Hong Kong and the
industry and markets in which we operate.
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Additional factors that could cause actual performance or achievements to differ
materially include, but are not limited to, those discussed in “Risk Factors” and elsewhere in
this document. We caution you not to place undue reliance on these forward-looking
statements, which reflect our management’s view only as of the date of this document. We
undertake no obligation to update or revise any forward-looking statements, whether as a result
of new information, future events or otherwise. In light of these risks, uncertainties and
assumptions, the forward-looking events discussed in this document might not occur. All
forward-looking statements contained in this document are qualified by reference to the

cautionary statements set out in this section.
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RISK FACTORS

An investment in our Shares involves significant risks. You should carefully consider
all of the information in this document, including the risks and uncertainties described
below, before making an investment in our Shares. The following is a description of what
we consider to be our material risks. Any of the following risks could have a material
adverse effect on our business, financial condition and results of operations. In any such
case, the market price of our Shares could decline, and you may lose all or part of your

investment.

These factors are contingencies that may or may not occur, and we are not in a
position to express a view on the likelihood of any such contingency occurring. The
information given is as of the Latest Practicable Date unless otherwise stated, will not
be updated after the date hereof, and is subject to the cautionary statements in the section
headed “Forward-Looking Statements” in this document.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Our business success has been driven by certain key personnel, including our founder,
Mr. Mao.

Our business operations and growth prospects heavily rely on the experience and abilities
of our founder, Mr. Mao, and other management members who perform vital functions in
various areas, including strategic planning, operations management, product development, and
customer relations. Accordingly, the discontinued service of any such member, whether due to
resignation, retirement or other reasons, could disrupt our operations and impact our ability to
execute our business strategies effectively. Specifically, our founder, Mr. Mao, is a well-known
makeup artist in China’s makeup, television and film and beauty industry and is deeply
involved in the overall management of our business operations. Should any incidents that may
jeopardize his ability to manage the Company, or any negative publicity regarding his fame
occurred, failure to promptly identify and address it may result in reputational damages,
diversion of management’s attention and resources from other important business concerns,
which may potentially negatively impact our business operation and lead to declines in our
product sales. While we believe the rights given to us under the Name and Portrait Rights
Licensing Framework Agreement can further secure Mr. Mao’s collaboration with us in a stable
manner, there remains a risk that Mr. Mao may become unable or unwilling to continue his
involvement with us due to unforeseen circumstances, leading to a non-renewal of such license
agreement upon its expiration. The inability to use Mr. Mao’s name and likeness could lead to
a decline in brand recognition and customer affinity, particularly if no comparable alternative
branding strategy can be implemented in a timely and effective manner. Additionally, any
disputes or disagreements that may arise between Mr. Mao and us could potentially jeopardize
the existing licensing arrangement, which could adversely affect our rights to use his name and
portrait, leading to a loss of brand recognition and customer trust.
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Furthermore, our success depends on our ability to attract, retain, and motivate highly
skilled talents. The competition for such talent is intense, and we may not be successful in our
recruitment and retention efforts. Any failure to attract and retain the necessary talent could
limit our growth prospects and operational capabilities. Additionally, any changes in our
compensation policies or benefits could impact our ability to retain key personnel.

Our business and prospects depend on the reputation and market perception of our
brands. Any negative publicity with respect to our Company, our founder Mr. Mao and
management, our brands and products, KOLs, suppliers or other business partners may
materially and adversely affect our brand image and results of operations.

Our sustained growth and success depend significantly on consumer recognition and trust
in our brands, especially MAOGEPING, from which we derived the vast majority of our
revenue during the Track Record Period. Named after our founder, MAOGEPING’s brand
value and equity are closely associated with Mr. Mao’s personal reputation. As a result, our
brand reputation and image might be damaged by any adverse publicity concerning Mr. Mao,
as well as our Company, Directors, management and other personnel. Moreover, negative
media coverage, including disparaging comments, reviews, or misinformation about our brands
or products on social media platforms, or any negative publicity related to our business
partners, such as KOLs, suppliers or other business partners, could negatively affect consumer
perception and confidence in our brands and products. In addition, adverse publicity about our
industry, whether or not directly associated with us, may influence general consumer
perception towards industry participants, further eroding confidence in our brands and
products.

Additionally, our reputation and image could suffer from product defects, liability claims
and consumer complaints. Any of such events could have damaged our brand image and
reputation, further materially and adversely affecting our business, financial condition and
results of operations. In the event that we receive a substantial number of complaints or
negative reviews, our brand reputation could be adversely affected, which in turn could impact
our sales and financial condition. Any significant customer dissatisfaction, particularly if
amplified through social media or other public forums, could attract regulatory scrutiny and
potentially result in sanctions, fines, or mandatory corrective actions that result in a material
and adverse effect on our results of operations.

Our success is dependent on the continued popularity of our products and our ability to
compete effectively in the premium beauty industry.

We operate in an industry characterized by constant and unpredictable changes in
consumer preferences and industry trends. The success of our business and operations depends
largely on our ability to anticipate, interpret and adapt to these changing preferences and
trends, and to continually deliver products that appeal to consumers, including color cosmetics
and skincare products. In order to maintain and improve our market position, we continuously
invest in developing, producing and marketing new products, maintaining and increasing our

brand awareness, optimizing our product offerings, and improving our sales and marketing
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strategies, all of which require extensive market research and planning, effective execution and
significant expenditure. However, we cannot assure you that all of these efforts will be
successful. If we fail to accurately anticipate and respond to industry changes, or if we
experience delays in developing and launching new products that align with those changes, our
products may become less desirable or obsolete. In addition, the premium beauty market is
highly competitive, with numerous established and emerging players. We mainly compete with
other domestic and international premium beauty brands in China. Our performance is
dependent on our ability to distinguish our products from those of our competitors and to
deliver superior quality and value to consumers. Should we not succeed in these endeavors, our
financial condition, results of operations, and prospects may be materially and adversely
affected.

We face intense competition from other premium beauty brands in China’s premium
beauty industry.

According to Frost & Sullivan, the premium beauty industry in China is relatively
concentrated, with the top five brands occupying a market share of 32.1% in terms of retail
sales in 2023, all of them being international beauty brands. Our capacity to compete
effectively hinges on a number of factors including our brand reputation, product innovation
and functionality, competitive pricing, quality, production efficiency, robust sales and
marketing strategies. Some of our competitors may possess greater financial, technical, and
marketing resources, more established brand recognition, longer operating histories and larger
customer bases. We may also face competition from existing competitors or new entrants with
respect to pricing, which may result in price reductions or reduced margins that would
adversely affect our profitability. If we are not able to compete effectively, our market share
could decline and our business, financial condition and results of operations could be
materially and adversely affected.

We are susceptible to consumer complaints due to the subjective nature of beauty product
satisfaction.

Our business is significantly reliant on the consistent satisfaction of our consumers with
our beauty products. Consumer preferences in the beauty industry are highly subjective and can
vary widely among individuals. The multifaceted nature of beauty product satisfaction means
that what may be effective and pleasing for one customer may not meet the expectations of
another. Despite our commitment to high-quality products and customer service, there is an
inherent risk of complaints or negative feedback arising from consumers who believe that the
products have not performed as expected or have not met their personal standards of efficacy
or aesthetic appeal. In the event that we receive a substantial number of complaints or negative
reviews, our brand reputation could be adversely affected, which in turn could impact our sales
and financial condition. Any significant customer dissatisfaction, particularly if amplified
through social media or other public forums, could attract regulatory scrutiny and potentially
result in sanctions, fines, or mandatory corrective actions that result in a material and adverse
effect on our results of operations.
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The cosmetics and beauty industries and the demand for our products are subject to
changes in the general economic conditions and our consumers’ willingness to spend in
beauty products.

The cosmetics and beauty industries, as well as the demand for our products, are
significantly influenced by general economic conditions and consumer spending behavior.
While people’s demand for beauty and personality expression is growing, the cosmetic and
beauty market and the demand for our products depends on the disposable income of our
customers and their willingness to spend in such beauty products, which would therefore be
more vulnerable to economic downturn or macroeconomic environment. During economic
downturns, consumers may prioritize their spending, focusing on essentials and potentially
reducing their expenditure on items like cosmetics. As such, any decrease in our customers’
affordability of such beauty products may lead to reduced customer flow, which in turn could
have a material adverse impact on our business, financial condition and results of operations.

Our historical results of operations and financial performance may not be indicative of
future performance.

We commenced business operations in 2000 and experienced rapid growth during the
Track Record Period. Our revenue increased from RMB1,577.3 million in 2021 to RMB1,829.1
million in 2022, and further increased to RMB2,886.0 million in 2023. Our revenue increased
from RMB1,398.5 million in the six months ended June 30, 2023 to RMB1,971.5 million in the
six months ended June 30, 2024. Our gross profit margins remained relatively stable at 83.4%,
83.8% and 84.8%, in 2021, 2022 and 2023, respectively. Our gross profit margins remained
stable at 84.5% in the six months ended June 30, 2023 and 84.9% in the six months ended June
30, 2024. In addition, our profit before tax increased from RMB443.9 million in 2021 to
RMB467.0 million in 2022, and further increased to RMB887.9 million in 2023. Our profit
before tax increased from RMB466.2 million in the six months ended June 30, 2023 to
RMB657.6 million in the six months ended June 30, 2024. We may not be able to sustain the
same level of growth, or our revenue, gross profit margin and profit before tax may decline for
reasons such as decreased consumer demand for our products, cost fluctuations of input
materials, supply chain disruptions, increased competition in the industry, or damage to our
reputation or brand image. We may also encounter unforeseen difficulties in operations. Failure
to address these risks and challenges may affect our growth and profitability. You should
therefore not rely on our historical results of operations as indicative of our future
performance.
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Our business success is dependent on our ability to continuously upgrade and innovate
our existing product offerings, and failure to do so may compromise our competitive edge
and reduce our market share.

We have consistently devoted our efforts to designing and developing new products in
order to upgrade and innovate our existing product offerings to maintain our market position.
During the Track Record Period, we developed and upgraded a total of 262 new SKUs for
MAOGEPING and Love Keeps, with an average of approximately 75 SKUs upgraded each
year to satisfy evolving consumers’ preferences. However, we cannot assure you that such
efforts will always be successful. The upgraded products resulting from such efforts may not
be well received by consumers, sometimes due to factors beyond our control, including:

. more innovative, fashionable and effective products offered by our competitors;

. continuously upgrading product technologies that render our products obsolete;

. inability of our ODM and OEM providers to apply the latest product technologies
and to produce products of the optimal effects; and

. fast-changing industry trends and consumer preferences that deviate vastly from our
products style.

We cannot assure you that we will succeed in anticipating or reacting to changes in
customer preferences, or that we are able to keep up with advances in design and
manufacturing technologies. If we misjudge the market for our products or are late in
recognizing changing trends and customer preferences, we could experience poor returns on
investment, an inability to maintain premium pricing for our products or extend the value of
our brands to other products and damage to our reputation. If we are unable to improve existing
product offerings in a cost-effective and timely manner, our competitive edge and market share
would be compromised. Any of these could have a material adverse effect on our business,
financial condition and results of operations, and we may fail to capture or maintain our market

share.

Our attempts in developing, launching and promoting new brands and products may not
be successful.

We have continuously worked to develop new brands and products to meet changing
consumer preferences and market trends. See “Business — Product Design and Development.”
However, we cannot assure you that such efforts will be successful. The commercialization of
new products depends on multiple factors which may be beyond our control, including industry
trends, market demand, regulatory approvals, production efficiency, competition and consumer
acceptance. Additionally, we may attempt to launch new brands, and such attempts have
inherent risks, such as those relating to incorrect judgments regarding consumer preferences,
market demand and new brand image and pricing. Failure to diversify our products and brands
may lead to decreased sales volume and profitability, loss of market share and reliance on
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existing products. Some of our product candidates require regulatory approvals and delays in
obtaining them could negatively impact our business. Failure to obtain regulatory approvals or
registration certificates for our products candidates in a timely manner would hinder us from
penetrating into the relevant markets, which may adversely affect our business and financial
performance.

In addition, the launch of new brands and products may potentially lead to a decline in
sales of certain existing products. Product innovation could also exert pressure on our
employees and financial resources, including expenses related to product development,
marketing, and advertising that may not be offset by adequate sales. Moreover, the success of
new product sales may hinge on the effectiveness of our inventory management and the quality
of delivery and order fulfillment services offered by our logistics providers. We may encounter
product shortages, delays, or defective or incorrect product deliveries. Such events could
hinder our ability to meet our sales targets, thereby materially impacting our business, financial
condition and results of operations.

During the Track Record Period, we also collaborated with third parties to develop new
products. See “Business — Product Design and Development.” However, we cannot assure you
that we could successfully launch the new products as anticipated or at all, or that the
consumers will be receptive to our new products. Even if we are able to launch new products,
it may take time for the new products to gain market acceptance. As a result, our business,
financial condition and results of operations could be materially and adversely affected.

Any failure to execute effective sales and marketing strategies or adjust such strategies
according to market changes may materially and adversely affect our business, financial
condition and results of operations.

The success of our business relies on our ability to consistently attract and retain
consumers through effective sales and marketing strategies, which is crucial for increasing
product sales, gaining market acceptance and maintaining customer relationships. During the
Track Record Period, we invested substantial resources primarily in strengthening experiential
marketing in high-end department stores and increasing online brand penetration and product
visibility. In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, our selling
and distribution expenses amounted to RMB763.4 million, RMB962.4 million, RMB1,412.4
million, RMB657.8 million and RMB937.2 million, respectively, representing 48.4%, 52.6%,
48.9%, 47.0% and 47.5% of our total revenue of the same period, respectively. See “Business
— Branding and Marketing.” However, we cannot assure you that our sales and marketing
strategies will always be effective. Any failure to execute our sales and marketing strategies in
a cost-effective manner could have a negative impact on our profitability. In addition, we may
need to adjust our sales and marketing strategies in response to the debut of new products or
rapid changes in consumer preferences and demands in China’s beauty industry. Failure to do
so in a timely manner may result in a decline in product sales and market share. Both of these
could have a material adverse effect on our business, financial condition and results of

operations.
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Moreover, as consumer preferences change over time and new sales channels emerge, we
might not be able to promptly identify or capitalize on such market opportunities. Any failure
in hiring and retaining qualified sales and marketing personnel to execute our strategies
effectively, executing our branding and marketing strategies, or timely adjusting our strategies
to respond to market trends may result in a loss of market share, decrease in revenue and
damage to our business. In particular, our relationships with third parties such as distributors,
retailers, KOLs and e-commerce platforms are vital for our sales and marketing efforts as they
provide us with extensive market access and insights that help enhance our brand awareness.
Nonetheless, we cannot assure the preservation or enhancement of these relationships due to
their potential market exits, shifts in focus, or collaborations with competitors. If we fail to
maintain these relationships, our business, financial condition and results of operations may be
negatively affected.

Our product design and development investment, including collaborations with third
parties, may not generate expected outcomes.

We have placed significant emphasis on the design and development of our products. Our
investments in product design and development are critical to maintaining our competitive
edge and ensuring that our product offerings meet the evolving preferences and standards of
consumers. However, there is an inherent risk that these investments in product design and
development may not yield the expected results. The process of developing new beauty
products is complex and uncertain, and may involve a lengthy timeline from conception to
market launch. Despite our efforts to create high-quality products, there is no guarantee that
our new or improved products will receive market acceptance, achieve commercial success, or
generate a return on our investment.

Moreover, we had engaged third parties for collaborative product development during the
Track Record Period, which may pose additional risks such as disputes over intellectual
property rights, potential breaches of contract, or failure to meet development milestones.
These factors could lead to delays, increased costs, or termination of projects, which could
adversely affect our financial condition and prospects. In the event that our product design and
development activities do not lead to successful product launches or do not meet the strategic
objectives of our Company, our ability to grow and remain competitive could be impaired. This
could have a material adverse effect on our business, financial condition and results of

operations.

Product quality is core to our business. Any quality issues related to our products may
result in a loss of customers and subject us to product liability claims.

Our reputation and customer trust heavily rely on the consistent quality of our products.
Any compromise in product quality or occurrence of side effects, whether due to
manufacturing defects, supply chain issues, or inadequate quality control measures, could
result in product returns or recalls and significantly impact our brand image, customer loyalty
and market position. We have implemented a stringent quality control system supported by
comprehensive quality control standards and standardized operating procedures to ensure the
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high standard of our products. See “Business — Quality Control.” However, the system may
not always be successful in detecting defects, quality issues or side effects especially if they
originate from factors beyond our direct control, such as raw material defects or issues with
third-party suppliers.

In addition, we are subject to a number of health and safety laws and regulations
pertaining to the quality of cosmetics, including the Regulation on the Supervision and
Administration of Cosmetics ( {fbitl i BB & B]) ), the Measures for the Supervision and
Administration of Production and Operation of Cosmetics ( {2k e £8% BB 4 L
%) ), the Safety and Technical Specification for Cosmetics (Version 2015) ({bitl i % 2= 4% i
HI#I(20154Ff)), the Good Manufacturing Practice for Cosmetics ( fbitl 25 BB & 4 B
#i) ), the Measures for the Administration of Cosmetic Labels ( {fbitlr i 2% L) ) and
the Measures for Supervision and Administration of Online Operation of Cosmetics ( bl
A B R E ) ). See “Regulatory Overview — Regulations Relating to Cosmetics.”
We cannot fully eliminate the risk of accidental contamination, biological or chemical hazards
or personal injury during the process of testing, development and manufacturing of our
products. In the event of such accidents, we could face product liability claims and be held
liable for damages and clean-up costs which, to the extent not covered by existing insurance
or indemnification, could harm our business. Other adverse effects could result from such
inability, including reputational damage. Furthermore, we may be required to incur substantial
costs to comply with current or future health and safety laws and regulations. These current or
future laws and regulations may impair our research, development or production efforts.
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 and results of operations.

As we continue to expand our product range, we may encounter unforeseen quality issues
with new products, whether arising from the use of new materials, technologies or production
processes. The failure to detect, prevent, or control defects in our products, as well as the
delivery of defective products to customers, could lead to adverse reactions, personal injuries,
product recalls, license revocation, regulatory fines, product liability claims or other potential
liabilities. Any of these events could result in a loss of customers, incur significant legal costs
or cause reputational damages, further materially and adversely affecting our business,
financial condition and results of operations.

We may not be able to find suitable locations for counters on commercially acceptable
terms, or at all.

The success of our sales through counters depends in part on our ability to find new
counter locations, in which we cannot assure success. We consider a variety of factors in
selecting a new counter location, including the demographic and economic condition of the
city, the quantity of in-city department stores and shopping centers, and the geographic
position of the target location. We also assess the availability of ancillary facilities within and
around the target location, the convenience of nearby transport and parking, the range and tier
of brands and product categories within the department store or shopping center, the footfall
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and customer flow across different floors, as well as the operational performance of the
department store or shopping center. See “Business — Our Sales Network — Offline Channels
— Our Counter Network.” We compete with other cosmetics brands for suitable locations.
Also, some property owners may offer priority or grant exclusivity for desirable locations to
some of our competitors due to reasons that are beyond our control. As we establish more
counters, we will need to secure more locations through leases or concession, as determined on
a case-by-case basis. We cannot assure you that we will be able to lease suitable locations or
enter into concession agreements with related department stores on terms commercially
acceptable to us, or at all, which could impair our ability to expand and strengthen presence
in ideal locations, acquire and retain consumers, enhance our brand awareness and sustain and
increase product sales.

We may not be able to maintain or renew the lease or concession agreements of our
counters with department stores.

We primarily enter into lease agreements or concession agreements with department
stores for our counters. See “Business — Our Sales Network — Offline Channels — Our
Counter Network.” It is important to the operation of our business that our existing leases and
concession agreements are maintained or renewed on terms acceptable to us. In the event that
we are unable to renegotiate or renew our leases or concession agreements on terms acceptable
to us, or such leases or concession agreements are terminated for any reason prior to expiration,
we will need to relocate the relevant counters to alternative premises. Any relocation of a
counter may cause disruptions to our business and may require significant expenditure. We
cannot assure you that, in such cases, we will be able to find suitable alternatives in a timely
manner, or at all, which may result in the closure of such counter. Furthermore, any disputes
with the property owners of our counters could lead to termination of the leases or concession
agreements or litigation or claims, which could negatively affect our business, financial
condition and results of operations.

We rely on third-party e-commerce platforms to sell our products online. If such
platform’s services or operations are interrupted or if our cooperation with such
platforms terminates, deteriorates or becomes more costly, our business, financial
condition and results of operations may be materially and adversely affected.

We have relied and continue to rely on certain third-party e-commerce platforms such as
Tmall, Xiaohongshu and Douyin for online sales of our products and derived a portion of our
online sales revenue through such platforms during the Track Record Period. In 2021, 2022,
2023 and the six months ended June 30, 2023 and 2024, our revenue generated from online
direct sales amounted to RMB379.7 million, RMB515.9 million, RMB931.2 million,
RMBA452.1 million and RMB736.6 million, respectively, accounting for 25.4%, 29.1%, 33.5%,
33.3% and 38.8% of our revenue generated from the product sales of the same period. In
addition, in each period/year during the Track Record Period, our revenue generated from sales
to online distributors, who in turn resold our products to other merchants who operate their own
stores on the e-commerce platforms, or to consumers through their own stores on the
e-commerce platforms, amounted to RMB149.4 million, RMB178.4 million, RMB248.7
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million, RMB118.8 million and RMB196.6 million, respectively, accounting for 10.0%, 10.1%,
8.9%, 8.7% and 10.3% of our revenue generated from the product sales of the same period. See
“Business — Our Sales Network — Online Channels — Online Direct Sales.” If such
platform’s services or operations are interrupted, if such platforms fail to provide satisfactory
customer experience and fail to attract new and retain existing users, if our cooperation with
such third-party e-commerce platforms terminates, deteriorates or becomes more costly, or if
we fail to incentivize such platforms to drive traffic to our online stores on these platforms or
promote the sale of our products, our business and results of operations may be materially and
adversely affected. We cannot guarantee that we will be able to find alternative channels on
terms and conditions commercially acceptable to us in a timely manner, or at all, especially
given their leading position and significant influence in China’s e-commerce industry. In
addition, any negative publicity about such platforms, any public perception or claims that
non-authentic, counterfeit or defective goods are sold on such platforms, be it with merit or
proven or not, may deter visits to the platforms and result in less customer traffic or fewer sales
of our products, which may negatively impact our business, financial condition and results of
operations.

We are subject to the risks in relation to our distributors.

In line with industry practice, we have engaged distributors to expand our sales network
and product reach. As of December 31, 2021, 2022, 2023 and June 30, 2024, we engaged 30,
17, 19 and 21 offline distributors, respectively, and we engaged 5, 12, 10 and 10 online
distributors, respectively, as of the same date. In 2021, 2022, 2023 and the six months ended
June 30, 2023 and 2024, our revenue generated from sales to offline distributors amounted to
RMB76.0 million, RMB57.1 million, RMB69.8 million, RMB32.1 million and RMB40.4
million, respectively, accounting for 5.1%, 3.2%, 2.5%, 2.4% and 2.1% of our revenue from
product sales of the same period, respectively. In 2021, 2022, 2023 and the six months ended
June 30, 2023 and 2024, our revenue generated from sales to online distributors amounted to
RMB149.4 million, RMB178.4 million, RMB248.7 million, RMB118.8 million and RMB196.6
million, respectively, accounting for 10.0%, 10.1%, 8.9%, 8.7% and 10.3% of our revenue
generated from product sales of the same period. See “Business — Our Sales Network.” Our
success therefore partially depends on the performance of our distributors and our ability to
maintain long-term relationships with them. Any significant underperformance in maintaining
or sourcing additional orders, a substantial reduction in the volume of orders placed by
distributors, or unexpected cessation of cooperation may materially and adversely affect our
business performance. In addition, while we require our distributors to comply with
distribution agreements, we cannot guarantee their strict adherence to these agreements or our
prompt detection of their non-compliant activities. Any of their failure to fulfill contractual
obligations or non-compliance with applicable regulatory requirements could negatively
impact our business, leading to potential reputation damage, reduced sales volumes, costly
litigation, or additional costs in finding new distributors as replacements due to early
termination.
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In addition, we cannot assure you whether our distributors can effectively market and sell
our products successfully, maintain their competitiveness, or will not compete with each other
for market share in respect of our products. If our distributors fail to promote and sell our
products successfully, our business, financial condition and results of operations may be
materially and adversely affected.

During the Track Record Period, some of our distributors may engage sub-distributors to
reach markets within their designated distribution areas in offline channels or platforms in
online channels where they do not have direct coverage. We generally do not have direct
contractual relationships with these sub-distributors, which limits our ability to enforce
compliance with our sales policies, quality standards, and pricing strategies. See “Business —
Our Sales Network.” We cannot guarantee that sub-distributors will consistently adhere to our
agreement terms with distributors or sales policies, or avoid competition amongst themselves.
In the event that any sub-distributor fails to comply with our agreements, sales policies or meet
their obligations to their customers, there could be a negative impact on the demand for our
products, which could result in material and adverse effect on our business and results of
operations.

We depend on a limited number of suppliers and vendors for the procurement of key raw
materials, which may subject us to supplier concentration risks.

We rely on a limited number of suppliers and vendors for the procurement of raw
materials for color cosmetics and skincare products, raw materials for product packaging and
outsourced finished products during the Track Record Period. In each year/period during the
Track Record Period, purchase from our five largest suppliers amounted to RMB175.8 million,
RMB194.0 million, RMB262.3 million and RMB153.2 million in 2021, 2022, 2023 and the six
months ended June 30, 2024, respectively, representing 52.8%, 50.5%, 53.6% and 52.3% of our
total purchase amount of the same period. Purchase from our largest supplier in each
year/period during the Track Record Period amounted to RMB62.3 million, RMB79.2 million,
RMB111.3 million and RMB53.0 million in 2021, 2022, 2023 and the six months ended June
30, 2024, respectively, representing 18.7%, 20.6%, 22.7% and 18.1% of our total purchase
amount of the same period. See “Business — Our Suppliers.” This dependence creates a
concentration risk that could have a material adverse effect on our supply chain and operations.
If any of our primary suppliers fails to fulfill their obligations in terms of quality, quantity or
timeliness, we may be unable to find alternative sources promptly or on commercially
reasonable terms.

Our limited number of suppliers may also result in price increases, reduced control over
production lead times, and a potential compromise in the quality of raw materials. We have
engaged multiple suppliers for certain key raw materials and implemented rigorous quality
control measures to ensure the consistent quality of raw materials and products. However, there
can be no assurance that these measures will be sufficient to prevent disruptions or that we will
be able to maintain our competitive position in the event of supplier problems. Furthermore,
any financial, operational, or other setbacks faced by our major suppliers could result in a
disruption to our production. The occurrence of any such events could materially and adversely
affect our business, financial condition and results of operations.
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We rely on certain ODM and OEM providers to design, develop and produce our products
and our dependence on these external parties could expose us to additional risks.

We engaged certain ODM and OEM providers to participate in the design, development
and production of our products to optimize operational efficiency and diversify our product
range. We select our ODM and OEM providers based on stringent criteria. See “Business —
Product Design and Development” and “Business — Production and Supply Chain
Management — Production.” However, we cannot assure that our ODM and OEM providers
will have sufficient capacity to meet the increasing demand for our products, which could
result in delayed launch of new products and product delivery and harm our market reputation
and consumer relationship. In addition, as our ODM and OEM providers generally take three
to four months to produce our products, such production lead time may affect our abilities to
manage inventory and implement our demand planning policies and procedures to ensure that
scheduled production meets anticipated market demand. Any material deterioration in our
relationships with such business partners, any significant business challenges faced by them,
or any failure on their part to produce products consistent with our standards or in accordance
with contractual or regulatory requirements could affect our product quality or supply, cause
consumer dissatisfaction and harm our brands. Further, any leakage, plagiary or disclosure of
confidential information during the process of design, development or production by ODM and
OEM providers could damage our reputation and jeopardize market competitiveness and may

further subject us to legal proceedings and potential liabilities.

In the future, we may need to expand our production capacity by various measures
including construction of new production facilities. See “Business — Production and Supply
Chain Management — Production” and “Future Plans and Use of Proceeds.” We cannot assure
you that our new production facilities will be ready in time or our production capacity will
otherwise be successfully expanded. Failure to expand our production capacity would hinder
our capacity to satisfy consumer demands and growth prospects. Furthermore, if market
demand declines in the future, we may not be able to recoup the costs incurred for construction
of new production facilities and maintenance of expanded production capacity. The delay or
cancelation of our expansion could also subject us to disputes with various counterparties, such
as general contractors, sub-contractors, equipment suppliers, financiers and relevant
government authorities. Any of such events would materially and adversely affect our business,
financial condition and results of operations.

We are susceptible to supply shortages and interruptions, long lead times, and price
fluctuations for raw materials and ingredients, any of which could disrupt our supply
chain and have a material adverse impact on our results of operations.

We primarily procure raw materials for color cosmetics and skincare products, product
packaging materials and finished products. In 2021, 2022, 2023 and the six months ended June
30, 2023 and 2024, our costs of inventories sold amounted to RMB195.1 million, RMB230.8
million, RMB355.1 million, RMB178.5 million and RMB243.2 million, respectively. Among
which, our costs of raw materials amounted to RMB117.1 million, RMB152.8 million,
RMB225.0 million, RMB116.6 million and RMB139.3 million in 2021, 2022, 2023 and the six
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months ended June 30, 2023 and 2024, respectively. See “Business — Production and Supply
Chain Management — Procurement.” Despite the precautionary measures we have taken, our
reliance on third-party suppliers for raw materials could lead to supply disruptions if these
suppliers face operational issues, financial instability, or other unforeseen circumstances.
Additionally, we have limited control over the quantity and quality of raw materials supplied
by third parties. Should there be any temporary or emergent shortage in the supply of raw
materials or prolonged lead times, our production could be impacted which may result in a
delay in delivery to our counters, resulting in insufficient supply or reputational damage. Any
compromise in the quality of these materials could impact the quality of our products, leading
to potential reputational damage and loss of customer trust. Furthermore, we may be subject
to the risks associated with the price fluctuations of our raw materials. The prices of our raw
materials fluctuate with market conditions and are subject to various factors beyond our
control, such as supply and demand, inflation, and governmental regulations and policies. We
do not engage in hedging activities related to the risk exposures in connection with the price
of our raw materials and may face price fluctuations. There is no assurance that our cost of raw
materials will not increase significantly in the future, and changes in the cost of raw materials
could impact our operational costs and profit margins, further materially and adversely
affecting our business, financial condition and results of operations.

If our products and inventories become obsolete, our business, financial condition and
results of operations will be materially and adversely affected.

Our inventories comprised of finished goods, raw materials, and work in progress. We
primarily engaged ODM/OEM providers to produce our products. In the commissioned
processing model with these providers, we are responsible for the procurement of raw materials
for color cosmetics, skincare products and packaging materials. We then supply these raw
materials to ODM/OEM providers who are tasked with manufacturing and packaging the
finished products. This resulted in longer inventory turnover days during the Track Record
Period. As of December 31, 2021, 2022, 2023 and June 30, 2024, we had inventories of
RMB209.7 million, RMB299.5 million, RMB342.2 million, and RMB312.6 million,
respectively, and the inventory turnover days during the same periods were 232.6 days, 320.6
days, 273.5 days, and 202.4 days, respectively. If the finished goods become unsalable, drop
drastically in price, or if consumer demand shifts to which we may not respond effectively or
timely, we may face the risk of a decline in the value of our inventories. In addition, failure
to forecast consumer demand or any unexpected event affecting the sales of our products could
result in increased inventory obsolescence, a decline in inventory value or inventory
write-downs. In 2021, 2022 and 2023, we recorded write-down of inventories to net realizable
values of RMB2.8 million, RMB2.2 million and RMB1.6 million, respectively. In the six
months ended June 30, 2024, we recorded a reversal of write-down of inventories to net
realizable values of RMBO0.6 million. Procuring additional inventories may also require us to
commit substantial working capital, preventing us from using such capital for other purposes.
Any of the foregoing may materially and adversely affect our results of operations and
financial condition.
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We engaged third-party warehouses and logistics service providers to store and deliver
our products. Any delivery delays, improper handling or increase in warehousing or
transportation costs may adversely affect our business, financial condition and results of
operations.

Our business operations involve the use of third-party warehouse and logistics services,
over which we do not have direct control. Before delivery of products to our counters, stores
and third-party distributors, we temporarily store them in warehouses leased by ourselves or
owned by third party warehouse service providers. We maintain or require third-party
warehouse service providers to purchase 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 counters, stores and third-party distributors could be adversely affected.
The occurrence of any of these incidents could also require us to make significant
unanticipated 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 and results of operations may be materially and adversely
affected.

In addition, our ability to deliver products directly from our warehousing centers to
counters, stores and distributors in a timely and cost-effective manner is critical to our
business. Any disruptions or inefficiencies in our logistics operations, whether due to
operational issues, third-party logistics provider failures, or external factors such as regulatory
changes or natural disasters, could impact our ability to meet customer demand and result in
increased costs. We engage third-party logistics service providers to collect our products from
warehouses and deliver them to counters, stores and distributors. Our dependence on
third-party logistics providers could expose us to potential service disruptions or inefficiencies.
If these providers fail to meet their service obligations due to operational issues, financial
difficulties, or other unforeseen circumstances, it could impact our ability to deliver products
to consumers in a timely and cost-effective manner, further causing declines in product sales
and loss of revenue. In addition, improper handling of our products by the logistics service
providers could also result in product contamination or damage, which could lead to product
recalls, product liability claims, damage to our brand image and reputation, all of which could
materially and adversely affect our business, financial condition and results of operations.

The increasing awareness of ESG matters may lead to the adoption of more stringent laws
and regulations and increase our compliance costs.

With the rising awareness of ESG issues, including with respect to packaging waste,
greenhouse gas emissions and environmental protection, more stringent laws and regulations
may be adopted. Accordingly, we may need to devote more effort and resources to ensure our
compliance with such laws or regulations. We have adopted a series of measures aiming to
ensure our compliance with the ESG-related laws and regulations applicable to us. See
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“Business — Environmental, Social and Corporate Governance.” We cannot assure you that
these risk management measures can effectively mitigate the relevant risks and help us to
navigate the regulatory environment. Changes in existing ESG-related laws and regulations or
the promulgation of new ESG-related laws and regulations may increase our compliance costs,
and if we fail to comply with such ESG-related laws and regulations, our business, results of
operations and financial performance may be adversely affected.

Failure to accurately forecast market demand for our products and maintain an optimal
inventory level may materially and adversely affect our business, financial condition and
results of operations.

We need precise demand forecasting to ensure optimal inventory levels. Any inaccuracies
in demand forecasting could lead to overstock or stockouts, both of which can result in
increased costs and lost sales. The market demand for our products may be affected by
period-to-period fluctuations, new product launches, changes in product cycles and pricing,
product defects, promotions, and changes in consumer spending patterns and preferences. It
may be difficult to accurately forecast demand and determine appropriate stock levels of
products or raw materials, which could result in significant write-downs or increased costs to
secure necessary production and delivery delays. Failure to effectively manage inventory or
negotiate favorable credit terms with third-party manufacturers and suppliers can expose us to

increased risks of inventory obsolescence, declining inventory values.

Failure to maintain competitive pricing strategies may have a material adverse effect on
our business, financial condition and results of operations.

We aim to provide consumers with high-quality cosmetics products and experience. We
determine our differentiated pricing strategy through comprehensive market research and
competition, taking into account multiple factors and designing to cater to the diverse needs of

E)

our customer base and product range. See “Business — Pricing.” However, we cannot
guarantee that we will consistently adopt a competitive pricing strategy for our products. If our
market research yields inaccurate results that misalign our pricing strategy with market trends,
we risk either diminishing profit margins by underpricing, or dampening sales volume and
revenue by overpricing. Even if we initially price our products appropriately, we may need to
offer significant discounts during major shopping events such as Double Eleven Day Shopping
festival to enhance brand awareness and drive sales, or adjust prices as our products progress

through their life cycles.

Any misconduct of our Directors, management, employees, distributors, customers,
suppliers or other business partners may subject us to potential liability and negative
publicity.

Our business operations and reputation may be influenced by the conduct of our
Directors, management, employees, distributors, customers, suppliers or other business
partners. Despite our efforts to implement stringent oversight mechanisms and ethical
guidelines, it may not always be possible to prevent or detect misconduct by these parties. Any
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misconduct by these parties, including fraudulent activities, non-compliance with laws and
regulations, unethical business practices, or any other actions that are inconsistent with our
corporate policies and values, could result in legal proceedings, regulatory and other penalties,
further damaging our reputation, eroding consumer trust and leading to loss of business,
decreased market share and potential difficulties in attracting and retaining business partners.

Our delivery, return and exchange policies may subject us to additional costs and
expenses, which may adversely impact our financial condition and results of operations.

We have adopted shipping policies that do not necessarily pass the full cost of shipping
on to our consumers. Our product return policy allows products with defects to be returned and
exchanged by our customers within a specified period. If we experience any deterioration in
the quality of our products, we will incur higher costs associated with returns, exchanges and
warranties. We have also adopted customer-friendly return and exchange policies that make it
convenient and easy for customers to change their minds within seven days after completing
direct online purchases from us. See “Business — Our Business — Customer Service.” We may
also be required by law to adopt new or amend existing return, exchange and warranty policies.
While these policies improve customer experience and promote customer loyalty, which may
in turn help us acquire and retain customer, they also subject us to additional costs and
expenses which we may not recoup through increased revenue. We cannot assure you that our
return, exchange and warranty policy will not be misused by our customers, which may
significantly increase our costs and may materially and adversely affect our business and
results of operations. If we revise these policies to reduce our costs and expenses, our
customers may be dissatisfied, which may result in loss of existing customers or failure to
acquire new users at a desirable pace, which may materially and adversely affect our results
of operations.

We may not be able to adequately protect our intellectual property rights, and may be
subject to intellectual property infringement claims.

Our success depends partially on our ability to obtain, maintain, and protect our
intellectual property rights as well as our ability to operate without infringing on the
intellectual property rights of others. We endeavor to protect our intellectual property rights
through a combination of patents, trademarks, copyright, and trade secret laws, as well as
contractual restrictions such as non-disclosure or confidentiality agreements. However, there
can be no assurance that these protections will be sufficient. We may face challenges in
preventing third parties from infringing upon or misappropriating our intellectual properties,
such as our trade names, patents, copyrights and proprietary technologies. If we are unable to
secure and enforce our intellectual property rights, our competitive position could be harmed,
which may have a material and adverse effect on our business, financial condition and results
of operations.
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Moreover, we typically negotiate with these OEM/ODM providers in relation to the
ownership of intellectual property rights. See “Business — Production and Supply Chain
Management — Production.” Although we have taken measures to prevent disclosure of
confidential information to third parties, we cannot assure that all OEM/ODM providers will
comply with such requirement at all times. If any of our OEM/ODM providers are found to
have disclosed such information to unauthorized third parties, we may incur substantial legal
and financial costs. Additionally, any loss of trade secrets or unauthorized use of our
proprietary information may limit our ability to compete in our market, potentially leading to
a decline in our market share and revenue.

In addition, we cannot assure you that our business does not or would not infringe upon
or otherwise violate patents, copyrights or other intellectual property rights held by third
parties. As of the Latest Practicable Date, we were not involved in any material proceeding
where a third party challenged the validity or enforceability of our patents that had or was
expected to have any material impact on our business. However, if we are found to have
violated the intellectual property rights of others in the future, we may be subject to liability
claims which may result in significant licensing fees, legal fees and other expenses, or
injunctions to develop or commercialize the related product. We may be legally required to
expend significant resources to redesign our products so that they do not infringe on third
parties’ intellectual property rights, or we may be required to obtain relevant licenses to avoid
further infringements. In addition, negative publicity arising from litigation, legal or
contractual disputes, investigations or administrative proceedings may damage our reputation
and adversely affect our brand image, further materially and adversely affecting our business,
financial condition and results of operations.

Our brands and products may be subject to counterfeiting, imitation, and/or infringement
by third parties, and we may not be able to prevent the existence of counterfeit products
on the market.

Our brands and products are integral to our market identity and consumer appeal. Despite
our efforts to protect and enforce our intellectual property rights, there is a risk that third
parties may manufacture and distribute counterfeit goods or imitations that infringe upon our
trademarks, designs, patents, or other intellectual property rights. The availability of such
counterfeit products on the market can lead to brand dilution, loss of revenue, and damage to
our reputation, which in turn could have a material adverse effect on our business, financial
condition, and results of operations.

We actively monitor the markets and pursue legal action against the infringement of our
intellectual property rights where feasible. However, the detection and prevention of
counterfeit products are challenging. There is no assurance that our efforts will be sufficient
to prevent the production and distribution of counterfeit or infringing products or that we will
be able to obtain or enforce judgments against infringers. In addition, the costs associated with
protecting our intellectual property rights may be substantial, and despite our efforts, there is
a risk that we may not be able to prevent third parties from infringing upon or misappropriating
our intellectual property. Any failure to protect our intellectual property rights could negatively
impact our competitive position and reduce the value of our brand and products.
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Our sales volume may fluctuate due to seasonality.

Our results of operations are affected by seasonal fluctuations in demand for our products,
which are primarily driven by consumer spending habits. Generally, during holidays such as
the New Year, the Chinese New Year, Christmas and shopping festivals, we experience higher
customer flow in our offline stores and receive a larger number of online orders, resulting in
higher sales volume. As we believe that this pattern is likely to continue in the foreseeable
future, quarterly comparisons of our operating results may not be useful and our results of
operations in any particular period will not necessarily be indicative of the results of operations
to be expected for any future period. Since these holidays and shopping events mainly occur
in the first and fourth quarter of a year, our Company generally have higher revenue-earning
capacities in these seasons. Going forward, our financial condition and results of operations

may fluctuate due to seasonality as we continue to expand our sales network.

We are subject to credit risk in respect of our trade and bills receivables.

Our trade and bills receivables represent amounts due for goods sold in the ordinary
course of business. As of December 31, 2021, 2022 and 2023 and June 30, 2024, we recorded
trade and bills receivables of RMB110.9 million, RMB113.5 million, RMB157.7 million and
RMB233.7 million, respectively, representing our maximum exposure as of the respective
dates to credit risk in relation to trade and bills receivables. As of December 31, 2021, 2022
and 2023 and June 30, 2024, our impairment on trade and bills receivables amounted to
RMB4.7 million, RMB3.1 million, RMB1.8 million and RMB2.4 million, respectively.

During the Track Record Period, we generally grant credit terms of 30 to 60 days to
certain department stores and e-commerce platforms. However, there can be no assurance that
the collection of amounts due from our customers will be timely. This might result in slow
turnover of our trade and bills receivables and restrict our working capital resources. As of
December 31, 2021, 2022 and 2023 and June 30, 2024, the turnover days for our trade and bills
receivables were 23.7, 23.2, 17.5 and 18.1 days, respectively. See “Financial Information —
Description of Key Items of Consolidated Statements of Financial Position — Current Assets
and Liabilities — Trade and Bills Receivables.” If we fail to receive payments from our
customers on a timely basis, our cash flows and financial condition could be materially and
adversely affected.

Any significant disruption to our information technology systems may interrupt our
normal business operations.

Our business operations are supported by our information technology (“IT”) systems for
various functions, including product sales, human resource management, membership
management, financial reporting, e-commerce transactions via third-party platforms,
management of makeup artistry training institutes and logistics. See “Business — Information
Technology.” These systems are important for maintaining operational efficiency, data
accuracy, and timely decision-making. However, our IT systems are subject to various risks,
including system failures, data inaccuracies, cyber-attacks, data breaches, and other security
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incidents. Furthermore, our IT systems need to be regularly updated and upgraded to keep pace
with technological advancements and changing business needs. These updates and upgrades
may cause system disruptions or compatibility issues. These occasions could disrupt our
operations, compromise our data, and result in significant remediation costs, legal liabilities,
and reputational damage.

We also rely on third-party vendors for certain IT services. Any failure of these vendors
to meet their service obligations could impact the performance of our IT systems. Furthermore,
any breach of contract or termination of services by these vendors could result in disruptions
to the operation of our IT systems, additional costs and time delays associated with
transitioning to a new vendor. In addition, our IT systems are subject to various regulatory
requirements related to data protection and privacy. See “Business — Data Privacy and

’

Security.” Non-compliance with these requirements could result in legal penalties and

reputational damage.

Any failure or perceived failure to comply with data privacy and security laws, or other
concerns about our practices or policies with respect the collection, use, storage,
retention, transfer, disclosure and other processing of data, could subject us to potential
liabilities.

Our business operations involve the collection, use, storage, retention, transfer,
disclosure, and other processing of data. See “Business — Data Privacy and Security.”
Accordingly, our business operations are subject to various data privacy and security laws,
such as PRC Data Security Law ( (% NRILFEBHE L4 1:) ), revised Cybersecurity
Review Measures ( (H#&L2%A ML) ), Administration Regulations on Cyber Data
Security (Draft for Comments) ( CHE&SHEIEL 2 E GG (ECRE M) ),  Personal
Information Protection Law ( (¥ ARILFEE NG SO ). See “Regulatory
Overview — Regulations on Cybersecurity and Privacy.” We may become subject to additional
regulatory requirements regarding data protection and data privacy, which may necessitate
adjustments to our data framework and incur additional costs. Any failure or perceived failure
to comply with data privacy and security laws, or other concerns about our practices or policies
with respect to the collection, use, storage, retention, transfer, disclosure and other processing
of data and cybersecurity, could subject us to potential liabilities, reputational damage, and loss
of customer trust. In addition, our compliance costs and operational complexity may increase
in line with our business expansion. Any failure to closely monitor the relevant regulatory
evolvements could subject us to potential liabilities, further materially and adversely affecting
our business, financial condition and results of operations.

Changes in laws and regulations applicable to our industry and business could affect our
business operations.

The beauty industry in China is subject to comprehensive government regulation and
supervision, which include strict policies that govern and encompass the approval, registration,
production, packaging, licensing and marketing processes for the relevant products in the

industry. Furthermore, new or more stringent laws, regulations or other regulatory measures
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may be introduced from time to time. See “Regulatory Overview — Regulations Relating to
Cosmetics.” While we closely monitor the changes in the relevant laws and regulations and
have implemented measures to ensure the continued compliance, the changes in the regulatory
regime may materially and adversely affect our business, including: (i) increasing compliance
costs and restrictions on the development or commercialization of our new product candidates;
(ii) more stringent or diverse requirements on the production of our products; (iii) greater
difficulties in obtaining relevant regulatory approvals; (iv) restricted initiatives in respect of
scope, content and format, which may reduce the effectiveness of our marketing efforts; and
(v) greater regulatory scrutiny on our business partners in their operations, such as the
administration of products to consumers and the qualifications and licenses required for the
entities and the relevant personnel, which may adversely affect their business and,

subsequently, our operations.

Furthermore, we cannot assure you that our business partners will be always able to
comply with the laws and regulations in a timely manner or at all, in which case we may have
to terminate our collaboration with them. As a result, we may experience a decline in revenue,
incur higher expenditures, and be subject to negative publicity, all of which will adversely
affect our business, financial condition and results of operations.

Failure to comply with applicable advertising laws and regulations when promoting our
products may subject us to potential risks and penalties.

We advertise our brands and products through various online and offline channels, which
are subject to applicable PRC laws and regulations. See “Business — Branding and
Marketing.” Under PRC advertising laws and regulations, we are required to ensure that the
contents of our advertisements are in full compliance with applicable laws and regulations. For
example, the advertisements shall not present any false, inaccurate or misleading information
about the products. Moreover, our marketing and promotion of cosmetics are subject to higher
standards under PRC laws and regulations, such as the Advertising Law of the People’s
Republic of China ( (¥ ANRILFEFE57L) ), the Measures for the Administration of
Internet Advertisements ( CH.JA8 5 545 #F7%) ) and the Regulation on the Supervision and
Administration of Cosmetics ( bl BB FGHBI) ). If we are found to be in violation of
any of such laws and regulations in the future, we may face administrative penalties, including
fines, revocation of our business licenses and discontinuance of our advertising activities.
Moreover, governmental actions and civil claims may be filed against us for misleading or
inaccurate advertising or other illegal acts violating advertising laws or consumer rights.

Furthermore, if our employees or the third-party service providers we engage fail to
comply with such laws and regulations, or the relevant government authorities, who have the
legal right to exercise discretions in interpreting the laws and regulations, ultimately take a
view that is inconsistent with our understanding in the process of administrative law
enforcement, we may be subject to potential risks and penalties. We may have to spend
significant resources in defending against such actions, and these actions may damage our
reputation, result in reduced revenue, and negatively affect our results of operations.
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We are subject to risks associated with reliance on certain KOLs for marketing activities
and may be adversely affected by the evolving regulatory development on marketing
activities carried out by KOLs.

We at times promote our products through collaboration with KOLs for marketing
activities and special events. These KOLs play an important role in enhancing product
visibility and brand recognition through various social media platforms by creating short
videos, posts and livestreaming sessions. See “Business — Branding and Marketing.” We
foster strategic collaboration with reputable KOLs in recognition of their influence in shaping
consumer perceptions, preferences and purchasing decisions in the digital landscape. As such,
we rely on the continued cooperation of these KOL agencies and the individual KOLs they
manage. Any negative publicity involving these KOLs, or a deterioration in the relationships
with these agencies, could adversely affect our brand’s reputation and marketing efforts.
Additionally, changes in consumer behavior, shifts in the popularity of KOLs, or modifications
in the regulatory landscape governing influencer marketing could diminish the effectiveness of
our marketing strategies.

In addition, we cannot assure that our KOLs will remain complied with applicable laws
and regulations on marketing activities carries out by them. Any misconduct or deterioration
of image by our KOLs, including inappropriate speech, unethical behavior, violation of laws
and regulations or other negative publicity beyond our control would adversely impact our
brand reputation and product sales. This could also result in additional expenses for disposing
of packaging materials and removing marketing materials, and it may be challenging to find
suitable candidates promptly. We may also initiate legal proceedings against KOLs for
compensation, which could divert management’s attention and incur additional litigation
expenses. If any of these situations occur, our business, financial condition and results of
operations could be materially and adversely affected.

Our risk management and internal control systems may not be adequate or effective.

We have adopted and implemented comprehensive risk management policies in various
aspects of our business operations. See “Business — Risk Management and Internal Control.”
However, due to the inherent limitations in the design and implementation of our risk
management system, it may not be sufficiently effective in identifying, managing and
preventing all risks if external circumstances change substantially or extraordinary events take
place. Furthermore, our new business initiatives may give rise to additional risks that are
currently unknown to us, despite our efforts to anticipate such issues. If our risk management
system fails to detect potential risks in our business as intended or is otherwise exposed to
weaknesses and deficiencies, our business, financial condition and results of operations could
be materially and adversely affected.
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Our risk management also depends on the effective implementation by our employees.
There can be no assurance that such implementation by our employees will always function as
intended or such implementation will not involve any human errors, mistakes or intentional
misconduct. If we fail to implement our policies and procedures in a timely manner or fail to
identify risks that affect our business with sufficient time to plan for contingencies for such
events, our business, financial condition and results of operations could be materially and
adversely affected.

Our insurance coverage may be inadequate to protect us from the liabilities we may incur
or cover all of our potential losses.

We maintain insurance coverage over our daily operations. See “Business — Insurance.”
We cannot assure you that our insurance will provide adequate coverage for all the risks in
connection with our business operations. If we were to incur substantial losses and liabilities
that are not covered by our insurance policies, we may be required to bear our losses to the
extent that our insurance coverage is insufficient. As a result, we could suffer significant costs
and diversion of our resources, which could have a material and adverse effect on our business,
financial condition and results of operations.

Any failure to obtain, maintain or renew the permits, licenses and certificates may
adversely affect our business, financial condition and results of operations.

Our operations require multiple permits, licenses and certificates. Certain permits,
licenses and certificates we hold are subject to periodic renewal. See “Business — Licenses,
Permits and Approvals.” If we fail to maintain or renew one or more of our licenses and
certificates when their current terms expire, or obtain such renewals in a timely manner, our
operations could be disrupted. If we fail to properly renew and maintain any of such requisite
licenses on time, we may face penalties. In addition, it might become increasingly onerous for
us to comply with the changes in regulation, and any non-compliance may expose us to
liability. In case of non-compliance, we may have to incur monetary expenses and divert
substantial management time and resources to resolving any deficiencies. We may also
experience negative publicity arising from such deficiencies, which may adversely affect our
business, financial condition and results of operations.

We offer makeup artistry training services at our Institutes of Makeup Artistry, which
have been subject to a set of rules and requirements under applicable laws and regulations in
the PRC alongside the development of the overall makeup training industry and its increasing
popularity. See “Regulatory Overview — Regulations Relating to Private Education.” As
advised by our PRC Legal Advisor, during the Track Record Period and up to the Latest
Practicable Date, our Institutes of Makeup Artistry had obtained the requisite licenses, permits,
approvals and certificates under relevant laws, regulations, rules, and requirements of the
competent local authorities in all material respects. However, the relevant local policies and
regulations are intricate and vary by region, which may subject us to additional regulatory or
policy requirements for new licenses and certifications and entail adjustments in our business
model and practices. In the event that we are subject to any new regulatory requirements for
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licenses and certificates, we cannot guarantee that we would be able to obtain the required
licenses or certificates in time, or at all, nor could we guarantee that we would be able to
efficiently adjust our business model or practice in line with new regulatory or policy
requirements. Any such failure could materially and adversely affect our makeup artistry
training services, which could adversely affect our business, financial condition and results of
operations.

We may be involved in lawsuits, claims, disputes, regulatory investigations or legal
proceedings in our ordinary course of business.

From time to time, we may be involved in lawsuits, claims, disputes, regulatory
investigations or legal proceedings in our ordinary course of business. These may concern
issues relating to, among others, breach of contract, employment or labor disputes, antitrust,
and infringement of intellectual property rights. If we fail in defending against any such 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 and may materially harm our reputation.
Furthermore, lawsuits, claims, disputes, regulatory investigations 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
lawsuits, claims, disputes, regulatory investigations or legal proceedings. For details, see
“Business — Legal Proceedings.”

We may be subject to additional contributions of social insurance and housing provident
fund and late payments and fines imposed by relevant governmental authorities.

As required by the PRC laws, a company that enters into an employment contract with an
employee shall be the one to make the social insurance and housing provident fund
contribution in full for the employee. During the Track Record Period, we engaged third-party
human resource agencies to pay social insurance primarily because some of our employees
working in different cities across the nation prefer their social insurance and housing provident
funds to be paid at their respective resident places for convenience of utilizing such benefits
locally. See “Business — Employees — Social Insurance and Housing Provident Funds.” Such
arrangement, although not uncommon in China, is not in strict compliance with relevant PRC
laws and regulations. As advised by our PRC Legal Advisor, pursuant to applicable PRC laws
and regulations, we may be ordered to pay social insurance premium and housing provident
funds for our employees under our own accounts instead of making payments under third-party
accounts. If the third-party human resources agencies fail to pay the social insurance premium
or housing provident funds for and on behalf of our employees as required under applicable
PRC laws and regulations, we may be ordered to rectify such failure by paying full
contributions to social insurance and housing provident funds for our employees. Any such
event would materially and adversely affect our business, financial condition and results of

operations.
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In addition, during the Track Record Period, we did not make full contribution to social
insurance and housing provident funds for certain employees. See “Business — Employees —
Social Insurance and Housing Provident Funds.” The accumulated shortfall of social insurance
and housing provident fund contributions amounted to approximately RMB7.8 million,
RMB12.3 million, RMB16.8 million, and RMB18.3 million as of December 31, 2021, 2022,
2023 and June 30, 2024, respectively. In 2021, 2022, 2023 and the six months ended June 30,
2024, we made provisions of RMB4.0 million, RMB4.5 million, RMB4.5 million and RMBI1.5
million, respectively, in respect of the estimated shortfall in social insurance plans and housing
provident fund contributions. As of the Latest Practicable Date, we had not received any
administrative penalty, rectification order imposed by competent authorities in PRC. We cannot
assure you that we will not be subject to any order to rectify this non-compliance incident in
the future. We may be ordered by the relevant authorities to pay the overdue contributions
within the prescribed period, failing which we may be subject to a penalty or subject to specific
enforcement by the People’s Court. Any such order may materially and adversely affect our
business, financial condition and results of operations.

We are subject to certain risks in relation to our properties.

As of the Latest Practicable Date, most of our self-operated counters, offices and
warehouses are currently located at leased properties. The terms of these leases are subject to
periodic renewal negotiations. There is no assurance that we will be able to renew our leases
on commercially reasonable terms, or at all. A non-renewal or termination of any of our key
property leases could necessitate relocation, which may result in substantial costs and could
disrupt our operations. Furthermore, substantial increases in rental payments upon renewal of
leases could adversely affect our profitability. While we endeavor to manage our rental costs
effectively, there may be instances where we face rental hikes due to market conditions, which
could materially and adversely impact our business, financial condition and results of
operations.

As of the Latest Practicable Date, with respect to 9 out of 106 of our leased properties in
China, the lessors of such properties had not provided us with valid title certificates, or relevant
proofs, evidencing the legality of the construction of the lease properties. See “Business —
Properties — Leased Properties.” As advised by our PRC Legal Advisor, if the leased
properties were deemed by competent government authorities as non-compliance under
relevant PRC laws and regulations, we may be required to vacate from the relevant properties
and relocate our self-operated counters and offices. In this event, our operation may be
impaired, and we may not be adequately indemnified by the landlords for our related losses.
Additionally, we will incur additional costs of approximately RMBO0.6 million in relocating our
offices and employee dormitories to other suitable locations, thus affecting our business and
financial condition. Furthermore, in the event that any lessor’s right to lease was challenged
by any party with third-party interests, or if some of our leased properties were challenged by
competent government authorities because of the inconsistency between actual usage and
prescribed usage in the title documents or due to the lack of construction completion that
proves our ability to use, our occupation or lease of such properties is likely to be adversely
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affected. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material non-compliances due to inconsistencies between the actual usage and
prescribed usage in the title documents or due to the lack of construction completion that
proves our ability to use.

Under PRC law, all lease agreements are required to be registered with the local land and
real estate administration bureau. As of the Latest Practicable Date, 91 of our lease agreements
had not been registered and filed with the relevant land and real estate administration bureaus
in the PRC because the registration of a lease agreement requires the cooperation between the
lessor and lessee. See “Business — Properties — Leased Properties.” As lessors are typically
unwilling to undertake the administrative burden due to the low risk of penalty, we were not
able to complete the registration of lease agreements. As advised by our PRC Legal Advisor,
failure to complete the registration and filing of lease agreements will not affect the validity
of such lease agreements. However, the relevant government authorities may impose a fine
ranging from RMB 1,000 to RMB 10,000 on each lease agreement that is not registered and filed
within the prescribed timeframe. The aggregate amount of the maximum fine would be
approximately RMBO0.91 million, which we believe would not have a material adverse impact
on our business, financial condition and results of operations. However, in the event that any
fine is imposed on us for our failure to register our lease agreements, we may not be able to
recover such losses from the lessors. In addition, in January 2024, we entered into a
state-owned construction land use right assignment agreement ([ % &% F Hu 0 A HH 3 5 TRD)
with the local governmental authority, pursuant to which we are entitled to the land use right
to a parcel of land upon full payment. See “Business — Properties — Owned Properties.” As
of the Latest Practicable Date, we had settled 50% of the payments for this parcel of land with
the outstanding balance due by January 11, 2025, subsequent to which we anticipate receiving
the land use right certificate. We also entered into an investment and development agreement
with the local governmental authority for this parcel of land in January 2024, pursuant to which
we agreed to use this parcel of land for the construction of our headquarters and to commence
and complete construction within the agreed-upon timeframe. We are also subject to certain
requirements in terms of total investment amount, annual revenue, annual tax, and share
capital, among others. Notwithstanding our current compliance with the payment schedule and
development obligations, potential risks may arise from various factors, including unforeseen
delays or impediments in construction, which could result in failure to meet the requirements
stipulated in the investment and development agreement and lead to remedial actions, financial
penalties, or, in extreme cases, the termination of the agreement by the local governmental
authority. Any of the foregoing events could have a material and adverse effect on our business,
financial condition and results of operations.
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We may not be successful in implementing our expansion strategies.

We have strategic plans to enhance our presence in China’s beauty market and expand into
overseas markets, as well as optimize and expand our sales channels. See “Business — Our
Strategies — Strengthening Global Brand Presence and Overseas Market Penetration.”
However, the successful implementation of our expansion strategies requires significant
resources and management attention and exposes us to additional regulatory, economic and
political risks and challenges, including those in:

. establishing a localized operational infrastructure cost-effectively, encompassing

product design and development, production, marketing and sales, logistics service

and customer service;

. managing fluctuations in the cost of input materials and disruptions in global supply
chains;

. ensuring continuing compliance with laws and regulations of applicable
jurisdictions;

. customizing and localizing our products to respond to diverse consumer needs

across markets;

. promoting our brands and products in a manner that resonates with the local market;

. securing intellectual property protection across markets and jurisdictions;

. handling increased competition from local providers of similar products;

. navigating tariffs and other non-tariff barriers, such as quotas and local content

rules;

. protecting and enforcing intellectual property rights abroad;

. varying levels of internet technology adoption and infrastructure, and increased or
varying network and hosting service provider costs;

. adjusting to fluctuations in currency exchange rates and complying with currency

control regulations; and

. responding to significant changes in political, social and economic conditions that

could impact our operations.
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We cannot assure you that we will successfully expand into the target markets. In
addition, we may incur significant expenses as a result of our international expansion. Failure
to successfully manage these risks could subject us to significant costs that we cannot recover,
which could compromise our existing competitive position and materially adversely affect our
business, financial condition and results of operations.

Our acquisition and investment activities and other strategic transactions may present
managerial, integration, operational and financial risks, which may prevent us from
realizing the full intended benefit of the acquisitions we undertake.

We may in the future enter into strategic alliances with various third parties. Strategic
alliances with third parties could subject us to a number of risks, including risks associated
with sharing proprietary information, non-performance by the counterparty and an increase in
expenses incurred in establishing new strategic alliances, any of which may materially and
adversely affect our business. We may have limited ability to control or monitor their actions,
and to the extent strategic third parties suffer negative publicity or harm to their reputation
from events relating to their business, we may also suffer negative publicity or harm to our
reputation by virtue of our association with such third parties.

In addition, we may acquire additional assets, technologies or businesses that are
complementary to our existing business. Any acquisitions and the subsequent integration of
new assets and businesses into our own would require significant attention from our
management and could result in a diversion of resources from our existing business, which in
turn could adversely affect our business. Acquired assets or businesses may not generate the
financial or results of operations we expect. In addition, acquisitions could result in the use of
substantial amounts of cash, potentially dilutive issuances of equity securities, the incurrence
of debt, the incurrence of significant goodwill impairment charges, amortization expenses for
other intangible assets and exposure to potential unknown liabilities of the acquired business.

Our failure to address these risks or other problems encountered in connection with our
future acquisitions and investments could cause us to fail to realize the anticipated benefits of
such acquisitions or investments, incur unanticipated liabilities and expenses and harm our
business generally. If we use our equity securities to pay for acquisitions or investments, we
may dilute the value of our Shares. If we borrow funds to finance acquisitions or investments,
such debt instruments may contain restrictive covenants that could, among other things, restrict
us from distributing dividends. Such acquisitions and investments may also lead to significant
amortization expenses related to intangible assets, impairment charges or write-offs. Moreover,
the costs of identifying and consummating acquisitions may be significant. In addition to
possible shareholders’ approval, we may also have to obtain approvals and licenses from the
government authorities for the acquisitions and comply with applicable laws and regulations,
which could result in increased costs and delays.
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Any discontinuation, reduction or delay in payment of any government grants, tax refund
or preferential tax treatments may have an adverse impact on our business.

During the Track Record Period, we benefited from certain government grants. During the
Track Record Period, the government grants mainly included subsidies and financial assistance
in relation to our contributions to the local economy. In 2021, 2022, 2023 and the six months
ended June 30, 2023 and 2024, we received government grants of RMB12.8 million, RMB16.3
million, RMB25.1 million, RMB24.5 million and RMB48.0 million, respectively.

In addition, some of our subsidiaries are entitled to preferential tax treatment. See
“Financial Information — Description of Major Components of our Results of Operations —
Income Tax Expense — PRC.” Preferential tax treatments granted to us by PRC governmental
authorities are subject to review and may be adjusted or revoked at any time in the future. We
cannot guarantee that the preferential tax treatments to which our PRC subsidiaries are
currently entitled will be successfully renewed. There can be no assurance that the local tax
authorities will not, in the future, change their position and discontinue any of our current tax
treatments. The discontinuation of any of our current tax treatments could materially increase
our tax obligations and adversely impact our net income.

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

Our business could be materially and adversely affected by natural disasters, health
epidemics and pandemics such as SARS, Ebola, Zika or the COVID-19, acts of war, terrorism
or other force majeure events, which may disrupt our supply chain, damage infrastructure, and
hinder workforce productivity. Natural disasters such as snowstorms, earthquakes, fires, and
floods can cause physical damage to our production facilities, equipment, and inventory which
could result in production delays, inventory shortages and obsolete, which could increase our
impairment and costs for repairs and replacements. Additionally, these events can lead to power
outages, communication interruptions, and transportation disruptions, further hampering
business operations.

Widespread health epidemics, such as the COVID-19 pandemic, can have a profound
impact on our supply chain, particularly in terms of importing raw materials, warehousing, and
delivery. Restrictions on travel and trade imposed during such events can disrupt the flow of
goods and materials, leading to delays in receiving essential inputs for production. This can
result in inventory shortages, production bottlenecks, and increased costs for alternative
suppliers or pay higher prices for scarce materials, which may materially and adversely affect
our business, financial condition and results of operations.
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RISKS RELATING TO DOING BUSINESS IN THE COUNTRY WHERE WE OPERATE

Changes in the economic, political or social conditions or government policies in the
country where we operate could affect our business, financial condition and results of
operations.

Our business, financial condition and results of operations may be influenced by the
general political, economic and social conditions in the country where we operate.
Governments worldwide have implemented, and may continue to introduce, among others,
various policies and measures to encourage the economic growth and guide the allocation of
resources. The beauty industry in general is affected by macro-economic factors, including
international, national, regional and local economic conditions, trade relationships,
employment levels, consumer demand and discretionary spending. Any changes in these
factors may have material and adverse effect on our business, financial condition and results
of operations.

We may be subject to the approval, filing or other requirements of the CSRC or other
PRC governmental authorities in connection with overseas offerings and future capital
raising activities.

As the PRC laws and regulations in relation to overseas issuance and listing of shares
develop, we may be required to make filings with or report to CSRC or other PRC regulatory
authorities for our future capital raising activities. On February 17, 2023, the CSRC
promulgated the Trial Administrative Measures of Overseas Securities Offering and Listing by
Domestic ~ Companies  ( (HBENZEFAMEITHESFM E i EHITHE) ) (the  “Trial
Measures”) and their implementation guidelines. The Trial Measures, which came into effect
on March 31, 2023, mainly provide the scope of activities subject to the filing requirement, the
entities subject to filing obligations, and the filing procedures. For more details, see
“Regulatory Overview — Regulations and Laws Relating to Overseas Securities Offering and
Listing.” We are required to file with the CSRC in accordance with the Trial Measures after our
application for the [REDACTED] is submitted, and there is uncertainty as to whether we will
be able to complete the filing procedures or obtain approval for this [REDACTED] in a timely
manner or at all, the failure of which may restrict our ability to complete the proposed
[REDACTED] and have a material and adverse effect on our financial performance and
business prospects.

On February 24, 2023, the CSRC, the MOF, the National Administration of State Secrets
Protection of China, and the National Archives Administration of China published the
Provisions on Strengthening Confidentiality and Archives Administration of Overseas
Securities Offering and Listing by Domestic Companies (B 7 i3 358 (A 4 2E 55 S M1 186 75
TR B R AR R TAER R E) ) (the “Archives Rules”), which came into effect on
March 31, 2023. The Archives Rules require that, in relation to the overseas securities offering
and listing activities of domestic enterprises, either in direct or indirect form, such domestic
enterprises, as well as securities companies and securities service institutions providing
relevant securities services, are required to strictly comply with relevant requirements on
confidentiality and archives management, establish a sound confidentiality and archives
system, and take necessary measures to implement their confidentiality and archives
management responsibilities. Any failure to comply with Archives Rules may materially affect
our business, results of operations or financial conditions.
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We are closely monitoring how they will affect our operations and our future financing.
In addition, if the CSRC or other PRC regulatory authorities in the future promulgate new rules
or explanations imposing further requirements that we obtain their approvals or complete the
required filing or other regulatory procedures for this [REDACTED] or future capital raising
activities, there can be no assurance that we will be able to obtain a waiver of such approval
requirements, if and when procedures are established to obtain such a waiver. Any unforeseen
situations or negative publicity regarding such approval, filing or other requirements could
materially and adversely affect our business, prospects, financial condition, reputation, and the
trading price of our Shares.

The CSRC or other PRC regulatory authorities also may take actions requiring us or
making it advisable for us, to halt this [REDACTED] or future capital raising activities before
settlement and delivery of the Shares offered hereby. Consequently, if you engage in market
trading or other activities in anticipation of and prior to settlement and delivery, you do so at
the risk that settlement and delivery may not occur.

You should assess the legal protections you are entitled to under legal system in China.

We are subject to the different applicable laws and regulations of the countries and
regions where we operate. Our business and operations in China are subject to primarily
written statutes, and prior court decisions offer limited precedential value. Furthermore, we
cannot assure you that we can predict the effect of future legal developments in countries and
regions where we operate, including the promulgation of new laws and changes in existing
laws. In addition, lengthy legal proceedings may incur significant costs, divert our resources,
and negatively affect our management’s focus on strategic planning and execution, which may
materially and adversely impact our operational efficiency and overall business performance.

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

We are a company incorporated under the laws of the PRC and all our assets and
subsidiaries are located in the PRC. The majority of our Directors, Supervisors and senior
management resides within the PRC. The assets of these Directors, Supervisors and senior
management also may be located within the PRC. As a result, it may be difficult and
time-consuming to effect service of process upon our Directors, Supervisors and senior
management outside the PRC. In addition, investors may also experience difficulties in
enforcing judgments if there is a lack of reciprocal recognition and enforcement of judicial
rulings and awards of other jurisdictions.

Furthermore, although we will be subject to the Listing Rules and the Takeovers Code
upon the [REDACTED] of our H Shares on the Stock Exchange, the holders of H Shares will
not be able to bring actions on the basis of violations of the Listing Rules and must rely on the
Stock Exchange to enforce its rules. Moreover, the Takeovers Code does not have the force of
law and provides only standards of commercial conduct considered acceptable for takeover and
merger transactions and share repurchases in Hong Kong.
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Our operations are subject to PRC tax laws and regulations.

We are subject to periodic examinations on fulfillment of our tax obligation under the
PRC tax laws and regulations by PRC tax authorities. We cannot assure you that future
examinations by PRC tax authorities would not result in fines, other penalties or actions that
could materially and adversely affect our business, financial performance and results of
operations.

Holders of our H Shares may be subject to PRC income tax obligations.

Non-PRC individuals are generally subject to PRC individual income tax under the
Individual Income Tax Law of the PRC ( {H13E A\ RILAFNEE AFT5Hii%) ) with respect to
PRC source income or gains at a rate of 20%. We are required to withhold related tax from
dividend payments paid to non-PRC resident individuals, unless specifically exempted by the
tax authority of the State Council or reduced or eliminated by an applicable tax treaty.
However, pursuant to the Circular on Certain Policy Questions Concerning Individual Income
Tax issued by the MOF and SAT ( CHAELES ~ B B 055 48 = B A 8 A i 15980 2 1 BOR R RE ) 4
1) ) on May 13, 1994, the income gained by foreign individuals from dividends and bonuses
of foreign-invested enterprises are exempted from individual income tax for the time being.
According to the Circular Declaring that Individual Income Tax Continues to Be Exempted
over Individual Income from Transfer of Shares issued by the MOF and the STA ( {BFEHS
R 8 R 7 A1) N o e 8 B i A5 A AT e RO B NPT AS B4 ) ) effective as  of
March 30, 1998, income from individuals’ transfer of stocks of listed companies continued to
be temporarily exempted from individual income tax. On February 3, 2013, the State Council
approved and promulgated the Notice of Suggestions to Deepen the Reform of System of
Income Distribution ([ b fit s fi ol 2 55 50 M B i VR AL USC A 20 i i B el 2 LY
Z8%1) ). On February 8, 2013, the General Office of the State Council promulgated the
Circular Concerning Allocation of Key Works to Deepen the Reform of System of Income
Distribution ( <[E7%5 Bt 2\ FE B A PR AL A 73 B i B el 2 2 85 AR 20 TRYZAT) ). According
to these two documents, the PRC government is planning to cease foreign individuals’ tax
exemption for dividends obtained from foreign-invested enterprises, and the MOF and the SAT
should be responsible for making and implementing details of such plan. However, relevant
implementation rules or regulations have not been promulgated by the MOF and the SAT.
Considering the situations, non-resident individual holders of our H Shares should be aware
that they may be obligated to pay PRC income tax on the dividends and bonus realized from
the H Shares.

Changes in international trade policies, geopolitics and trade protection measures, export
control and economic or trade sanctions may affect our business, financial condition and
results of operations.

As we seek to expand our global footprint, our business operations and financial
performance may be influenced by international trade policies, geopolitics, trade protection
measures, export controls, and economic or trade sanctions. International trade policies and
geopolitics are subject to frequent changes and uncertainties, often driven by political,
economic, and social factors beyond our control. These changes could impact trade
agreements, tariffs, customs duties, and other aspects of international trade, potentially
increasing our operational costs and affecting our market access. Changes in trade protection
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measures, such as anti-dumping duties, countervailing duties, or safeguard measures, could
lead to increased costs or restrictions on our exports. Export controls and economic or trade
sanctions could limit our ability to export our products or conduct business in certain markets.
Any non-compliance with these controls and sanctions could result in legal penalties,
reputational damage, and loss of export privileges.

Failure to comply with the PRC anti-corruption laws, regulations and rules could subject
us and/or our employees to investigations and administrative or criminal penalties, which
may harm our reputation and materially and adversely affect our business, financial
condition or results of operations.

We have adopted policies and procedures designed to ensure that our employees comply
with the applicable PRC anti-corruption laws, rules and regulations. See “Business — Risk
Management and Internal Control.” There can be no assurance that the anti-corruption internal
controls and procedures we have established will effectively prevent our non-compliance with
the PRC anti-corruption laws, regulations and rules arising from actions taken by the individual
employees without our knowledge. If this occurs, we and/or our relevant employees may be
subject to investigations and administrative or criminal penalties, and our reputation could be
harmed by any negative publicity stemming from such incidents, which may materially and
adversely affect our business, financial condition and results of operations.

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

In February 2012, the SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of
Overseas Publicly Listed Companies ( <BH IS5 A8 A2 BLEEAh b 120 w) e b et 1 1 e
MEBAR R AT) ), or SAFE Circular 7, replacing the previous rules issued by the SAFE in
March 2007. Under SAFE Circular 7 and other relevant rules and regulations, PRC residents
who participate in a stock incentive plan in an overseas publicly listed company are required
to register with the SAFE or its local branches and complete certain other procedures.
Participants of a stock incentive plan who are PRC residents must retain a qualified PRC agent,
which could be a PRC subsidiary of the overseas publicly listed company or another qualified
institution selected by the PRC 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 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. In addition, the
Circular 37 stipulates that PRC residents who participate in a share incentive plan of an
overseas non-publicly listed special purpose company may register with the SAFE or its local
branches before they exercise the share options. We and our PRC employees who have been
granted share options and restricted shares are subject to these regulations. Failure to complete
SAFE registrations may subject us or them to fines and legal sanctions and could restrict our
ability to adopt additional incentive plans for our employees under PRC law.
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The SAT has also issued relevant rules and regulations concerning employee share
incentives. Under these rules and regulations, our employees working in the PRC will be
subject to PRC individual income tax upon exercise of the share options or grant of the
restricted shares. Our PRC subsidiaries have obligations to file documents with respect to the
granted share options or restricted shares with relevant tax authorities and to withhold
individual income taxes for their employees upon exercise of the share options or grant of the
restricted shares. 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 government authorities.

We are subject to the currency exchange regulatory system.

The PRC government imposes supervision on the convertibility of RMB into foreign
currencies. We receive the vast majority of our revenue in RMB. Shortages in the availability
of foreign currency may restrict our ability to remit sufficient foreign currency, or otherwise
satisfy our foreign currency denominated obligations. Under the existing PRC foreign
exchange regulations, payments of current account items, including profit distributions,
interest payments and trade and service-related foreign exchange transactions, can be made in
foreign currencies without prior SAFE approval by complying with certain procedural
requirements. However, approval from or registration with competent government authorities
is required where RMB is to be converted into foreign currency and remitted out of China to
pay capital expenses such as the repayment of loans denominated in foreign currencies. The
PRC government may restrict access to foreign currencies for current account transactions in
the future. If the foreign exchange control system prevents us from obtaining sufficient foreign
currencies to satisfy our foreign currency demands, we may not be able to pay dividends in
foreign currencies to our Shareholders. Further, we cannot assure you that new regulations will
not be promulgated in the future that would have the effect of further restricting the remittance
of RMB into or out of China.

RISKS RELATING TO THE [REDACTED]

There has been no prior public market for our Shares and the liquidity and market price
of our Shares may be volatile.

There was no public market for our H Shares prior to the [REDACTED]. There can be
no guarantee that a public market for our H Shares with adequate liquidity and trading volume
will develop and be sustained following the completion of the [REDACTED]. In addition, the
[REDACTED] of our H Shares is expected to be fixed by agreement between the
[REDACTED] (for itself and on behalf of the [REDACTED]) and us, which may not be
indicative of the market price of our H Shares following the completion of the [REDACTED].
If an active public market for our H Shares does not develop following the completion of the
[REDACTED], the market price and liquidity of our H Shares may be materially and adversely
affected.
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The liquidity, trading volume and market price of our H Shares following the
[REDACTED] may be volatile, which could result in substantial losses to you.

The trading price of our H 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, China, 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 H 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
may affect the overall investor sentiment towards Mainland China-based companies listed in
Hong Kong and consequently may impact the trading performance of our H Shares. Pursuant
to the applicable PRC law, within the 12 months following the [REDACTED], all existing
Shareholders (including the Pre-[REDACTED] Investors) could not dispose of any of the
Shares held by them. Due to such lock-up requirement, the liquidity and trading volume of the
H Shares in the short term following the [REDACTED] may be significantly affected. These
factors may significantly affect the market price and volatility of our H Shares, regardless of

our actual operating performance.

Future sales or perceived sales of substantial amounts of our H Shares in the public
market could have a material and adverse effect on the price of our H Shares and our
ability to raise additional capital in the future.

The market price of our H Shares could decline as a result of future sales of a substantial
number of our H Shares or other securities relating to our H Shares in the public market, or the
issuance of new shares or other securities, or the perception that such sales or issuances may
occur. Future sales, or anticipated sales, of substantial amounts of our securities, including any
future offerings, could also materially and adversely affect our ability to raise capital at a
specific time and on terms favorable to us. In addition, our Shareholders may experience
dilution of their holdings if we issue more securities in the future. New shares or shares-linked
securities issued by us may also confer rights and privileges that take priority over those
conferred by the H Shares.

Our historical dividends may not be indicative of our future dividend policy, and we
cannot assure you that we will declare and distribute any amount of dividends in the
future. If we do not pay dividends in the foreseeable future after the [REDACTED], you
must rely on price appreciation of our Shares for a return on your investment.

Our historical dividends may not be indicative of our dividend policy in the future. We
cannot assure you when and in what form dividends will be paid on our Shares after the
[REDACTED]. The declaration and distribution of dividends is at the complete discretion of
the Board, and our ability to pay dividends or make other distributions to our Shareholders is
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subject to various factors, including our business and financial performance, capital and
regulatory requirements and general business conditions. We may not be able to have sufficient
or any profits to enable us to make dividend distributions to our Shareholders in the future,
even if our financial statements indicate that our operations have been profitable. As a result
of the above, we cannot assure you that we will make/can make dividend payments on our
Shares in the future. See “Financial Information — Dividends and Dividend Policy.”

If we retain most, or all, of our available funds and any future earnings after the
[REDACTED] to fund the development and commercialization of our pipeline products, we
may not expect to pay any cash dividends in the foreseeable future. Therefore, you may not be
able to rely on an investment in our Shares as a source for any future dividend income.

Even if our Board decides to declare and pay dividends, the timing, amount and form of
future dividends, if any, will depend on our future results of operations and cash flow, our
capital requirements and surplus, the amount of distributions (if any) received by us from our
subsidiaries, our financial condition, contractual restrictions and other factors deemed relevant
by our Board. Accordingly, the return on your investment in our Shares will likely depend
entirely upon any future price appreciation of our Shares. There is no guarantee that our Shares
will appreciate in value after the [REDACTED] or even maintain the price at which you
purchased the Shares. You may not realize a return on your investment in our Shares and you

may even lose your entire investment in our Shares.

You will incur immediate and substantial dilution and may experience further dilution if
we issue additional Shares in the future.

The [REDACTED] of the [REDACTED)] is higher than the net tangible asset value per
Share immediately prior to the [REDACTED]. Therefore, purchasers of the [REDACTED] in
the [REDACTED] will experience an immediate dilution in [REDACTED] consolidated net
tangible asset value. There can be no assurance that if we were to immediately liquidate after
the [REDACTED], any assets will be distributed to Shareholders after the creditors’ claims.
To expand our business, we may consider [REDACTED] and issuing additional Shares in the
future. Purchasers of the [REDACTED] may experience dilution in the net tangible asset value
per Share of their Shares if we issue additional Shares in the future at a price which is lower
than the net tangible asset value per Share at that time.

Our Controlling Shareholders have substantial influence over our Company, and their
interests may not be aligned with the interests of our other Shareholders.

Our Controlling Shareholders have substantial influence over our business, including
matters relating to our management, policies and decisions regarding mergers, expansion plans,
consolidations and sales of all or substantially all of our assets, election of Directors and other
significant corporate actions. Immediately following the completion of the [REDACTED] and
assuming the [REDACTED] is not exercised, our Controlling Shareholders will be interested
in [REDACTED]% of the issued share capital of our Company. This concentration of
ownership may discourage, delay, or prevent a change in control of our Company, potentially
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depriving other shareholders of the opportunity to receive a premium for their Shares in the
event of a sale. It could also potentially lower the price of our Shares. These circumstances may
occur even if opposed by other shareholders. Additionally, the interests of our Controlling
Shareholders may differ from those of our other shareholders. It is possible that our Controlling
Shareholders may use their significant influence to engage in transactions or make decisions
that conflict with the best interests of our other shareholders.

Certain facts, forecasts and other statistics contained in this document are derived from
a third-party report and publicly available official sources.

Certain facts, forecasts and statistics in this document relating to the PRC and global
economy and the industry in which we operate are obtained from official government
publications or publicly available sources that we believe are reliable. However, we cannot
guarantee the quality or reliability of these sources. 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 or that any
material fact has been omitted that would render such information false or misleading. The
information from official government sources has not been independently verified by our
Group, the Sole Sponsor or any other party involved in the [REDACTED] and no
representation is given as to its accuracy or completeness. Due to possibly flawed or ineffective
sampling or discrepancies between published information and market practice and other
problems, the statistics in this document relating to the PRC and the global economy and the
industry in which we operate may be inaccurate or may not be comparable to statistics
produced for other economies and should not be unduly relied upon. Moreover, these facts,
forecasts and statistics involve risk and uncertainties and are subject to change based on
various factors and should not be unduly relied upon. You should consider how much weight
or importance such facts or statistics carry and should not place undue reliance on them.

You should read the entire document carefully and we strongly caution you not to place
any reliance on any information contained in press articles or other media regarding us
or the [REDACTED].

You are strongly advised to read the entire document 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
document.

Prior to the completion of the [REDACTED], there may be press and media coverage
regarding our Group and the [REDACTED]. 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
H Shares. In making decisions as to whether to invest in our H Shares, prospective investors
should rely only on the financial, operational and other information included in this document.
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In preparation for the [REDACTED], we have sought the following waivers from strict

compliance with the relevant provisions of the Listing Rules:
WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, our Company 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. Rule 19A.15 of the Listing Rules further
provides that the requirement in Rule 8.12 may be waived by having regard to, among other
considerations, the applicant’s arrangements for maintaining regular communication with the
Stock Exchange.

Our headquarters are based, and most of the business operations of our Company and our
subsidiaries are managed and conducted, in the PRC. Our executive Directors ordinarily reside
in the PRC and they play important roles in our Company’s business operations. It is in our best
interests for them to be based in places where our Group has significant operations. We
consider it practically difficult and commercially unreasonable for us to arrange for two
executive Directors to be ordinarily resident in Hong Kong, either by means of relocation of
our existing executive Directors or appointment of additional executive Directors. Therefore,
our Company does not have, and does not contemplate in the foreseeable future that we will
have sufficient management presence in Hong Kong for the purpose of satisfying the
requirements under Rule 8.12 of the Listing Rules.

Accordingly, pursuant to Rule 19A.15 of the Listing Rules, we have applied to the Hong
Kong Stock Exchange for, and the Hong Kong Stock Exchange [has granted] us, a waiver from
strict compliance with the requirements set out in Rule 8.12 of the Listing Rules subject to the
following conditions:

1. we have appointed Ms. MAO Niping (EF7) and Ms. ZHANG Xiao (i) as our
authorized representatives (“Authorized Representatives”) pursuant to Rule 3.05
of the Listing Rules. The Authorized Representatives will act as our Company’s
principal channel of communication with the Hong Kong Stock Exchange. The
Authorized Representatives will be readily contactable by phone, facsimile and
email to promptly deal with enquiries from the Hong Kong Stock Exchange, and will
also be available to meet with the Hong Kong Stock Exchange to discuss any matter
within a reasonable period of time upon request of the Hong Kong Stock Exchange;

2. when the Hong Kong Stock Exchange wishes to contact our Directors on any matter,
each of the Authorized Representatives will have all necessary means to contact all
of our Directors (including our independent non-executive Directors) promptly at all
times. We have provided the Hong Kong Stock Exchange with the contact details
(i.e. mobile phone number, office phone number and email address) of all Directors

to facilitate communication with the Hong Kong Stock Exchange;
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all Directors who do not ordinarily reside in Hong Kong possess or can apply for
valid travel documents to visit Hong Kong and can meet with the Hong Kong Stock
Exchange within a reasonable period upon the request of the Hong Kong Stock
Exchange;

we have appointed Rainbow Capital (HK) Limited as our Compliance Advisor upon
[REDACTED] pursuant to Rule 3A.19 of the Listing Rules. The Compliance
Advisor will, among other things and in addition to the Authorized Representatives,
provide our Company with professional advice on continuing obligations under the
Listing Rules and act as the additional channel of communication with the Hong
Kong Stock Exchange during the period from the [REDACTED] to the date on
which we comply with Rule 13.46 of the Listing Rules in respect of our financial
results for the first full financial year immediately after the [REDACTED]; and

meetings between the Hong Kong Stock Exchange and our Directors could be
arranged through our Authorized Representatives or the Compliance Advisor, or
directly with our Directors within a reasonable period. Our Company will inform the
Hong Kong Stock Exchange as soon as practicable in respect of any change in the
Authorized Representatives, the Directors and/or the Compliance Advisor of our
Company in accordance with the Listing Rules.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company
secretary who, by virtue of his/her academic or professional qualifications or relevant
experience, is, in the opinion of the Hong Kong Stock Exchange, capable of discharging the
functions of the company secretary. Note 1 to Rule 3.28 of the Listing Rules provides that the

Hong Kong Stock Exchange considers the following academic or professional qualifications to

be acceptable:

(a)

(b)

(©

a member of The Hong Kong Chartered Governance Institute;

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

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 the Hong Kong Stock
Exchange considers the following factors in assessing the “relevant experience” of the

individual:

(a)

(b)

length of employment with the issuer and other issuers and the roles he/she played;

familiarity with the Listing Rules and other relevant laws and regulations including
the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Takeovers Code;
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(c) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

Pursuant to Chapter 3.10 of the Guide for New Listing Applicants, the waiver under Rule
3.28 of the Listing Rules will be granted for a fixed period of time but in any event not
exceeding three years from the date of [REDACTED] and on the following conditions: (i) the
relevant company secretary must be assisted by a person who possesses the qualifications or
experience as required under Rule 3.28 of the Listing Rules and is appointed as joint company
secretary throughout the waiver period; and (ii) the waiver can be revoked in the event of a
material breach of the Listing Rules by the Company.

We have appointed Mr. DONG Leqin (#44%))) (“Mr. Dong”) and Ms. ZHANG Xiao (5%
{il) (“Ms. Zhang”) as the joint company secretaries of our Company. Ms. Zhang, an associate
member of both The Hong Kong Chartered Governance Institute and The Chartered
Governance Institute in the United Kingdom, fully meets the requirements stipulated under
Rules 3.28 and 8.17 of the Listing Rules. Mr. Dong has served as the secretary of the Board
and head of legal department of our Company since December 2014 and has been responsible
for the overall legal affairs and day-to-day management of our Company since then. Mr. Dong
obtained the legal professional qualification certificate issued by the Ministry of Justice of the
PRC in February 2009. Through such experiences, Mr. Dong has acquired extensive expertise
in handling legal, corporate and regulatory compliance and administrative matters. See
“Directors, Supervisors and Senior Management — Joint Company Secretaries” in this
document for further information regarding the qualifications of Mr. Dong and Ms. Zhang. By
virtue of Mr. Dong’s experience and familiarity with our Company, we believe he is capable
of discharging the duties as one of the joint company secretaries and is suitable to act in this
capacity. Furthermore, given that the main operations of our Company are located in the PRC,
we believe that it would be in the best interests of our Company and our corporate governance
to have Mr. Dong, who possesses the relevant background and experience in the PRC, to act

as our joint company secretary.

Accordingly, whilst Mr. Dong does not possess the formal qualifications required of a
company secretary as required under Rules 3.28 and 8.17 of the Listing Rules, based on the
above reasons, we have applied to the Hong Kong Stock Exchange for, and the Hong Kong
Stock Exchange [has granted], a waiver from strict compliance with the requirements under
Rules 3.28 and 8.17 of the Listing Rules such that Mr. Dong will be appointed as our joint
company secretary.

The waiver [was granted] for a three-year period commencing from the [REDACTED]
(the “Waiver Period”), on the condition that Ms. Zhang, as a joint company secretary of our
Company, will work closely with, and provide assistance to Mr. Dong, in the discharge of his
duties as a joint company secretary for an initial period of three years from the [REDACTED].
Ms. Zhang is a suitably qualified person to render assistance to Mr. Dong so as to enable him
to acquire the relevant experience required of a company secretary under Rule 3.28 of the
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Listing Rules. In addition, Mr. Dong will comply with the annual professional training
requirement under Rule 3.29 of the Listing Rules and will enhance his knowledge of the Listing
Rules during the Waiver Period. Our Company will further ensure that Mr. Dong has access to
the relevant training and support that would strengthen his understanding of the Listing Rules
and the duties of a company secretary of an issuer [REDACTED] on the Hong Kong Stock
Exchange.

At the expiry of the Waiver Period, the qualifications and experience of Mr. Dong and the
need for on-going assistance from Ms. Zhang will be evaluated by our Company. Our Company
will liaise with the Hong Kong Stock Exchange to enable it to assess whether, having benefited
from the assistance of Ms. Zhang for the preceding three years, Mr. Dong has attained the
relevant experience (within the meaning of Note 2 to Rule 3.28 of the Listing Rules) and is
capable of discharging the duties of a company secretary so that a further partial waiver will
not be necessary.

WAIVER IN RESPECT OF NON-EXEMPT CONTINUING CONNECTED
TRANSACTION

We have entered into and are expected to continue with certain transactions after the
[REDACTED] which will constitute non-exempt continuing connected transactions under
Chapter 14A of Listing Rules. We have applied for, and the Hong Kong Stock Exchange [has
granted us], waivers in relation to continuing connected transaction between us and our
connected person under Chapter 14A of the Listing Rules. See “Connected Transactions —
Non-Exempt Continuing Connected Transaction.”

[REDACTED]
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

For further information on our Directors and Supervisors, please refer to the
section headed “Directors, Supervisors and Senior Management” of this document.

DIRECTORS
Name Address Nationality
Executive Directors

Mr. MAO Geping (EXF) Room 4502, Unit 1, Dikai Jinzuo Chinese
Shangcheng District
Hangzhou, Zhejiang
PRC

Ms. WANG Liqun (‘Ejﬁi) Room 4502, Unit 1, Dikai Jinzuo Chinese
Shangcheng District
Hangzhou, Zhejiang
PRC

Ms. MAO Niping (BFTH) Room 2201, Unit 1, Building 2 Chinese
Yuefu, Shangcheng District
Hangzhou, Zhejiang
PRC

Ms. MAO Huiping (BETH) Room 2702, Unit 1, Dikai Jinzuo Chinese
Shangcheng District
Hangzhou, Zhejiang
PRC

Mr. WANG Lihua (7£37.%) B-2-60, Shuijing Lanxuan Chinese
Binsheng Road, Binjiang District
Hangzhou, Zhejiang
PRC

Ms. SONG Hongquan (ARHL{2) Room 1401, Building 12 Chinese
Blue Qianjiang
Shangcheng District
Hangzhou, Zhejiang
PRC
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Name

Address Nationality

Independent non-executive Directors

Mr. GU Jiong (J#/H)

Mr. HUANG Hui (#H)

Dr. LI Hailong (Z=E)

SUPERVISORS
Name

Ms. GAO Yan (=01

Mr. YANG Weiging (£457)

Ms. WU Meijuan (‘& 3E18)

A28-2, No. 3333 Chinese
Hongmei Road

Minhang District

Shanghai

PRC

Unit 10A, University Residence 12 Chinese
Chinese University of Hong Kong

Shatin, New Territories

Hong Kong

Unit 1901, Building 1-2 Chinese
Zhonghai Yunchen

Binjiang District

Hangzhou, Zhejiang

PRC
Address Nationality
Room 1901, Building 6-2 Chinese

Binjiang Jiapinmeiyu
No. 915 Yangfan Road
Xiaoshan District
Hangzhou, Zhejiang
PRC

Room 401, Unit 3, Building 7 Chinese
Huandong Road,

Guangsha Tianducheng

Xinggiao Street

Yuhang District

Hangzhou, Zhejiang

PRC

Room 101, Building 7-3 Chinese
Sanshuiyisheng Jiayuan

Yigiao Town

Xiaoshan District

Hangzhou, Zhejiang

PRC
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PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor China International Capital Corporation
Hong Kong Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

[REDACTED]

Auditor and Reporting Accountant Ernst & Young
Certified Public Accountants
Registered Public Interest Entity Auditor
27/F, One Taikoo Place
979 King’s Road
Quarry Bay
Hong Kong
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Legal Advisors to the Company As to Hong Kong and U.S. laws:
Clifford Chance
27/F, Jardine House
One Connaught Place
Central
Hong Kong

As to PRC law:
Jingtian & Gongcheng
34/F, Tower 3

China Central Place

77 Jianguo Road
Beijing

PRC

Legal Advisors to the Sole Sponsor and As to Hong Kong and U.S. laws:
[REDACTED] Paul Hastings
22/F, Bank of China Tower
1 Garden Road
Central
Hong Kong

As to PRC law:

Tian Yuan Law Firm

Unit 509 Tower A, Corporation Square 35
Financial Street, Xicheng District

Beijing

PRC

Industry Consultant Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.
2504 Wheelock Square
1717 Nanjing West Road
Shanghai, PRC

[REDACTED]
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CORPORATE INFORMATION

Registered Office Room 1001, Wanyin Building
Shangcheng District
Hangzhou, Zhejiang

PRC
Headquarters and Principal Place of Room 1001, Wanyin Building
Business in the PRC Shangcheng District
Hangzhou, Zhejiang
PRC
Principal Place of Business in 40/F, Dah Sing Financial Centre
Hong Kong No. 248 Queen’s Road East
Wanchai
Hong Kong
Company’s Website www.maogeping.com

(The information on the website does not
Sform part of this document)

Joint Company Secretaries Mr. DONG Leqin
Room 501, Building 5-1
Yurun Qianchao Mansion, Qianchao Road
Shangcheng District
Hangzhou, Zhejiang
PRC

Ms. ZHANG Xiao (an associate member of
both The Hong Kong Chartered Governance
Institute and The Chartered Governance
Institute in the United Kingdom)

40/F, Dah Sing Financial Centre

No. 248 Queen’s Road East

Wanchai

Hong Kong
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Authorized Representatives Ms. MAO Niping
Room 2201, Unit 1, Building 2
Yuefu, Shangcheng District
Hangzhou, Zhejiang
PRC

Ms. ZHANG Xiao

40/F, Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai

Hong Kong

Audit Committee Mr. GU Jiong (Chairperson)
Mr. HUANG Hui
Dr. LI Hailong

Remuneration Committee Mr. MAO Geping
Ms. MAO Huiping
Mr. GU Jiong
Mr. HUANG Hui
Dr. LI Hailong (Chairperson)

Nomination Committee Mr. MAO Geping
Ms. MAO Niping
Mr. GU Jiong
Mr. HUANG Hui
Dr. LI Hailong (Chairperson)

Compliance Advisor Rainbow Capital (HK) Limited
Office No. 710, 7/F
Wing On House
71 Des Voeux Road Central
Central
Hong Kong

[REDACTED]

Principal Bank China Minsheng Bank
Hangzhou Qiantang Branch
No. 280-1, Jianguo South Road
Shangcheng District
Hangzhou, Zhejiang
PRC
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The information and statistics set out in this section and other sections of this
document were extracted from different official government publications, available
sources from public market research and other sources from independent suppliers, and
from the independent industry report prepared by Frost & Sullivan (the “Frost & Sullivan
Report”). We engaged Frost & Sullivan to prepare the Frost & Sullivan Report, an
independent industry report, in connection with the [REDACTED]. The information from
official government sources has not been independently verified by us, the Sole Sponsor,
the [REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], any of
the [REDACTED], any of their respective affiliates and advisers, or any other persons
or parties involved in the [REDACTED], and no representation is given as to its
accuracy.

OVERVIEW OF BEAUTY INDUSTRY IN CHINA BY PRODUCT CATEGORY

According to Frost & Sullivan, cosmetics products can be divided into five categories:
skincare, personal care, color cosmetics, perfume and others. Beauty products refer to
cosmetics that can improve the condition of the skin and emphasize or alter the appearance of
face or body, mainly including skincare products and color cosmetics products. According to
Frost & Sullivan, the market size of beauty industry in China, in terms of retail sales, grew
from RMB402.6 billion in 2018 to RMB579.8 billion in 2023, representing a CAGR of 7.6%.
This growth is expected to continue at a CAGR of 8.6% from 2023 to 2028, and the market size
is expected to reach RMB876.3 billion by 2028. The following chart presents the historical and
projected market size of China’s beauty industry by product category in terms of retail sales
from 2018 to 2028:

Market Size of Beauty Industry in China by Retail Sales, Breakdown
by Product Category RMB in Billion, 2018-2028E

- 8763 CAGR 2018-2023 2023-2028E

748.7 Skincare 8.4% 8.7%

0870 Color Cosmetics 4.7% 8.4%

soua 6262
TN s 198 Total 7.6% 8.6%

525.1 701.1
460.3 6483 ’ Skincare
4006 597.9

oy 486
ston 0 amo 4630 '

[ Color Cosmetics

355.
309.7 ?

2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan
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OVERVIEW OF BEAUTY INDUSTRY IN CHINA BY BRAND POSITIONING

Premium brands are positioned to meet the demands for prestige, high quality and
exclusivity, through perceived-value products. Premium brands often command an ultra-price
range that the unit price is at least 50% higher than the industry average, and their products are
selectively distributed, typically found in premium department stores. These premium brands
have a distinguished brand image with a focus on uniqueness, aesthetics and lifestyle. The
majority of leading premium beauty brands were founded by celebrities or artists who use their
names as brand names. Mass-market brands are generally committed to offering products with
high price performance to consumers. Mass-market brands usually command an affordable
price. They often have broader distribution channels. According to Frost & Sullivan, the market
size of premium beauty brands in China, in terms of retail sales, grew rapidly from RMB133.4
billion in 2018 to RMB194.2 billion in 2023 with a CAGR of 7.8%, and is expected to further
grow at a CAGR of 9.9% to reach RMB311.0 billion by 2028. The following chart presents the
historical and projected market size of China’s beauty industry by brand positioning in terms
of retail sales from 2018 to 2028:

Market Size of China’s Beauty Industry, Breakdown
by Brand Positioning RMB in Billion, 2018-2028E

8111 876.3 CAGR 2018-2023 2023-2028E
748.7 Mass-Market Beauty Brand 7.5% 7.9%
687.0 311.0
626.2 285.9

Premium Beauty Brand 7.8% 9.9%

594.4 579.8 262.4
: - Total 7.6% 8.6%
525.1 9522 238.4 ota o g

Premium Beauty Brand

[ Mass-market Beauty Brand

2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan

OVERVIEW OF BEAUTY INDUSTRY IN CHINA BY SALES CHANNEL

Beauty products in China are distributed through both online and offline channels. Driven
by the value of consumer experience and brand building, offline sales maintained solid growth.
According to Frost & Sullivan, the retail sales of beauty products through offline channels
grew from RMB235.3 billion in 2018 to RMB264.1 billion in 2023 with a CAGR of 2.3%. The
restrictive measures imposed a significant challenge for offline channels during the pandemic
period, resulting in a sharply fall in offline channel sales during this period. With the
resumption of social activities and the release of consumer enthusiasm, offline channels will
continue to recover and maintain sustained and stable development in the future. Online sales
channels have maintained rapid growth in recent years. Online channels rely less on physical
stores, thus are less affected during the pandemic. In the future, online channels will continue
to maintain high growth rate. The market size of beauty products through offline channel is
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expected to further grow at a CAGR of 5.5% to reach RMB344.6 billion by 2028. The
following chart presents the historical and projected market size of China’s beauty industry by
sales channel in terms of retail sales from 2018 to 2028:

Market Size of Beauty Industry in China by Retail Sales, Breakdown
by Sales Channel RMB in Billion, 2018-2028E

8111 8763 CAGR 2018-2023 2023-2028E
748.7 Online Channel 13.5% 11.0%

687.0

Offline Channel 2.3% 5.5%

626.2
3944 5500 9798 531.7 Total 7.6% 8.6%
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310.0 :
B 2976 3158

402.6
[ Offline Channel
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2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan

Offline channels mainly include department store segment, cosmetics specialty store
segment, supermarket segment and other offline channels. Other offline channels mainly
include pharmacies and duty-free stores. The department store segment of offline channels
refers to a retail establishment offering a wide range of mid-to high-end consumer goods in
different areas of the store, which is an important part of the offline channel. Department store
segment can not only meet the needs of consumers for shopping consumption, but also provide
customers with premium consumption experience and spread brand concepts through exquisite
space display and professional consulting services. The influence accumulated by beauty
brands in offline channels can further empower online sales.

Online channels mainly include integrated e-commerce platforms, emerging e-commerce
platforms and other online channels. Representative examples of integrated e-commerce
platforms are Tmall and JD.com, and representative examples of emerging e-commerce
platforms are Douyin and Kuaishou. Other online channels mainly include official websites of
brand owners, and cross-border e-commerce platforms.

COMPREHENSIVE ANALYSIS OF COLOR COSMETICS MARKET IN CHINA

Color cosmetics refer to the products that can emphasize or alter the appearance of the
face or body. Color cosmetics accounted for approximately 20% of the beauty industry in terms
of retail sales in 2023. The color cosmetics market in China is undergoing a dynamic
transformation, fueled by an escalating demand for beauty enhancements and the pervasive
influence of makeup and skincare concepts disseminated through social media. This trend has
not only increased makeup usage among consumers but has also driven the industry towards
catering to more sophisticated consumer needs, diverse aesthetics, and a deeper professional
understanding of beauty products. These factors collectively contribute to a diversified and
enriched product range, leading to significant market growth. The market size of color

—96 —



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INDUSTRY OVERVIEW

cosmetics market in China, in terms of retail sales, grew from RMB93.0 billion in 2018 to
RMBI116.8 billion in 2023 representing a CAGR of 4.7%. Due to the reduced demand for
makeup during the pandemic, the overall market size of the makeup market declined in 2022
with a growth rate of -14.1%, resulting in a lower growth rate over the past five years. The
market size of color cosmetics market is expected to further grow at a CAGR of 8.4% to reach
RMB175.2 billion in 2028, according to Frost & Sullivan.

Per Capita Expenditure of Color Cosmetics

In 2023, the per capita expenditure of color cosmetics in China was RMB83, compared
to RMB881, RMB669, RMB414 and RMB352 in the United States, South Korea, Japan and
Western Europe, respectively, according to Frost & Sullivan. However, driven by the potential
growth of disposable income, the growth potential of per capita expenditure on color cosmetics
in China is still very large, the per capita expenditure on color cosmetics products in China
increased at a CAGR of 4.4% from 2018 to 2023, and is expected to further increase at a CAGR
of 8.5%, which is higher than that of the United States, South Korea, Japan and Western
Europe. The following chart sets forth per capita expenditure on color cosmetics of selected
countries:

Per Capita Expenditure on Color Cosmetics of Selected Countries
RMB, 2018/2023/2028E

1.213 CAGR 2018-2023 2023-2028E

986 China 4.4% 8.5%

881 Western Europe* -2.0% 5.2%

809
Japan -6.2% 7.1%

South Korea 3.1% 8.1%

571 573

United States 1.7% 6.6%

China
I Western Europe*
Japan
B South Korea
2018 2023 2028E United States

Source: National Bureau of Statistics, Frost & Sullivan

Note: Western Europe includes Andorra, Austria, Belgium, Cyprus, Denmark, Finland, France, Germany, Greece,
Iceland, Italy, Liechtenstein, Luxembourg, Malta, Monaco, Netherlands, Norway, Portugal, Spain, Sweden,
Switzerland, Turkey, the United Kingdom.

Color Cosmetics Market in China by Product Category

The color cosmetics market in China mainly consists of facial makeup, lip makeup and
eye makeup segments. Facial makeup segment is the largest part of the color cosmetics market
and has the highest growth rate. The market size of facial makeup products in terms of retail
sales increased from RMB43.5 billion in 2018 to RMBS57.4 billion in 2023 with a CAGR of
5.7%, according to Frost & Sullivan. With the accumulation of consumers’ beauty experience
and the pursuit of delicate makeup, consumers’ demand for facial makeup products has
increased, which has led to the growth of the facial product segment. The market size of facial
makeup products in terms of retail sales is expected to grow at a CAGR of 9.5% to reach
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RMB90.4 billion by 2028, according to Frost & Sullivan. The following chart presents the
historical and projected market size of China’s color cosmetics market by product category in
terms of retail sales from 2018 to 2028:

Market Size of China’s Color Cosmetics Industry, Breakdown
by Product Category RMB in Billion, 2018-2028E
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Source: Frost & Sullivan
Color Cosmetics Market in China by Sales Channel

Driven by e-commerce platforms such as Tmall and Taobao, as well as the emergence of
emerging platforms such as Douyin and Xiaohongshu, the color cosmetics market is gradually
dominated by online channels. The market size of online color cosmetics in terms of retail sales
increased from RMB40.0 billion in 2018 to RMB75.0 billion in 2023, with a CAGR of 13.4%,
accounting for 64.2% of the total color cosmetics market. At the same time, offline channels
continue to grow. Offline channels are important for color cosmetics industry, and department
store segment accounts for the highest proportion. The synergy between online and offline
sales channels is poised for continuous growth, with department stores, in particular,
maintaining their importance as premier sales venues. The following chart presents the
historical and projected market size of China’s color cosmetics market by sales channel in
terms of retail sales from 2018 to 2028:

Market Size of China’s Color Cosmetics Industry, Breakdown
by Sales Channel RMB in Billion, 2018-2028E
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Source: Frost & Sullivan
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Market Share of Different Sales Channel

%, 2023
- Integrated E-commerce Platforms Emerging E-commerce Platforms Other online channels
- Department Stores - Cosmetics Specialty Stores Supermarkets Other offline channels
Online 19.3% 22.0%
Offline 1.8%
-
0.3%

Source: Frost & Sullivan

Notes:
(1)  Other online channels include official websites of brand owners, cross-border e-commerce platforms, etc.

(2)  Other offline channels include pharmacies and duty-free stores.

Color Cosmetics Market in China by Brand Positioning

With increasing attention to beauty and personal appearance, the premium color
cosmetics market has gradually shown a booming trend. Consumers have higher requirements
for product quality, ingredient safety and unique design, so they are willing to pay for
high-quality premium color cosmetics products. This trend has promoted the continuous
expansion of the market and attracted many well-known domestic and international brands to
enter the competition. The premium color cosmetics market has received widespread attention
and recognition in recent years. According to Frost & Sullivan, the market size of premium
color cosmetics market, in terms of retail sales, increased from RMB34.6 billion in 2018 to
RMBA47.1 billion in 2023, with a CAGR of 6.4%. The following chart presents the historical
and projected market size of China’s color cosmetics industry by brand positioning in terms of
retail sales from 2018 to 2028:

Market Size of China’s Color Cosmetics Industry, Breakdown
by Brand Positioning RMB in Billion, 2018-2028E

175.2

1628 CAGR 2018-2023 2023-2028E
150.8 Mass-market Color Cosmetics Brands 3.6% 6.7%
138.4 . e . ,
1295 Premium Color Cosmetics Brands 6.4% 10.8%
- 126.1
1150 1168 s Total 47% 8.4%

111.2 90.8
852

104.5
Mass-market Color Cosmetics Brands

M Premium Color Cosmetics Brands

2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan
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COMPREHENSIVE ANALYSIS OF SKINCARE MARKET IN CHINA

Skincare products refer to products that improve skin integrity, provide relief to skin
conditions and address specific skin concerns such as acne, dark spots, hyperpigmentation, fine
lines and inflammation. Skincare accounted for nearly 80% of the beauty industry in terms of
retail sales in 2023. With the improvement of living standards, people pay more and more
attention to their appearance and maintain skin health, which accelerate the development of the
skincare market. People’s attention to their skin condition extends from the face to the whole
body, mirroring the expanding scope of consumer needs and preferences. A key factor driving
this evolution is the growing consumer knowledge about skincare, leading to increased demand
for products with natural, safe and effective ingredients. The market size of the skincare market
in China, in terms of retail sales, grew from RMB309.7 billion in 2018 to RMB463.0 billion
in 2023 with a CAGR of 8.4%, and is expected to further grow at a CAGR of 8.7% to reach
RMB701.1 billion in 2028, according to Frost & Sullivan.

Skincare Market in China by Product Category

The skincare market in China mainly consists of facial care, body care and hand care
segments. Facial care segment is the largest part of the skincare market, with a market share
of over 80% in terms of retail sales in 2023. The market size of facial care products in terms
of retail sales increased from RMB245.9 billion in 2018 to RMB374.4 billion in 2023 with a
CAGR of 8.8%, and is expected to grow at a CAGR of 9.0% to reach RMB575.6 billion by
2028, according to Frost & Sullivan. The following chart presents the historical and projected
market size of China’s skincare market by product category in terms of retail sales from 2018
to 2028:

Market Size of China’s Skincare Industry, Breakdown
by Product Category RMB in Billion, 2018-2028E

701.1

CAGR 2018-2023 2023-2028E
648.3
597.9 Facial Care 8.8% 9.0%
486 Body C: 8.8% 8.9%
500.1 ody Care 8% 9%
4649 L 4630 Hand Care 5.2% 53%
410.1
1559 03 5756 Others 3.1% 33%
309.7 v Il Total 8.4% 8.7%
405.4
374.8 374.4
a5 01 HY Facial Care
2459 : I Body Care

Hand Care
B Others

6 8 3 232
2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan

Skincare Market in China by Sales Channel

The sales of skincare products showed rapid development on e-commerce platforms, and
online channel gradually gained market shares. The market size of online skincare in terms of
retail sales increased from RMB127.4 billion in 2018 to RMB240.8 billion in 2023, with a
CAGR of 13.6%, accounting for 52.0% of the total skincare market in 2023. Meanwhile, the
offline channel maintained stable growth. As the pandemic subsided, the offline market began
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to recover, and it is anticipated that skincare product sales through offline channels will
experience higher growth rates compared to previous years. The following chart presents the
historical and projected market size of China’s skincare market by sales channel in terms of
retail sales from 2018 to 2028:

Market Size of China’s Skincare Industry, Breakdown by Sales Channel
RMB in Billion, 2018-2028E

701.1

AGR 2018-202. 2023-2028E
6483 CAG! 018-2023 023-2028]
597.9 Online Channel 13.6% 11.0%
8.6 Offline Channel 4.0% 5.8%
500.1
464.9 4410 463.0 406.6 Total 8.4% 8.7%
410.1 : 370.2
- 3354
3559 301.7 Online Channel
268.5
309.7 231.6 2071 240.8 [ Offline Channel

198.9

2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan

Skincare Market in China by Brand Positioning

With rising consumption levels and extensive social media campaigns on skincare
awareness, Chinese consumers have become increasingly aware of skincare in recent years,
striving to achieve healthy and beautiful skin. In order to achieve this goal, consumers’
requirements for efficacy, quality and safety of skincare products have gradually risen, and
they are willing to pay for high-quality skincare products. As a result, premium skincare brands
have gained popularity in recent years. According to Frost & Sullivan, the market size of
China’s premium skincare market increased from RMB98.8 billion in 2018 to RMB147.1
billion in 2023 in terms of retail sales, with a CAGR of 8.3%. The following chart presents the
historical and projected market size of China’s skincare market by brand positioning in terms
of retail sales from 2018 to 2028:

Market Size of China’s Skincare Industry, Breakdown by Brand Positioning
RMB in Billion, 2018-2028E

701.1

CAGR 2018-2023 2023-2028E
648.3

5979 Mass-Market Skincare Brand 8.4% 8.2%

500.1 3486 Premium Skincare Brand 8.3% 9.6%

464.9 4410 463.0 4687 Total 8.4% 8.7%

4101 4344 ;
355.9 401.1 Mass-Market Skincare Brand
300.7 369.3 . .
. 338.4 I Premium Skincare Brand

3171 3919 3159

2719

2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan
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COMPETITIVE LANDSCAPE
Competitive Landscape of China’s Premium Beauty Industry

According to Frost & Sullivan, the premium beauty industry in China is concentrated,
with the top five beauty groups occupying a market share of 55.4% in terms of retail sales in
2023, all of them being international beauty groups. According to Frost & Sullivan, our Group

was the seventh largest premium beauty group in China in terms of retail sales in 2023.

Ranking of Premium Beauty Groups in China, by Retail Sales (2023)

Ranking Group Name Retail Sales (2023) RMB in Million Group Origin Market Share
1 Group A 39,930 International 20.6%
2 Group B 32,312 International 16.6%
3 Group C 15,721 International 8.1%
4 Group D 13,001 International 6.7%
5 Group E 6,660 International 3.4%
6 Group F 3,854 International 2.0%
7 Our Group - 3,553 Domestic 1.8%
8 Group G 2424 International 1.2%
9 Group H 2,205 International 1.1%
10 Group I 2,001 International 1.0%

Source: Frost & Sullivan
Notes:

Group A: A listed beauty group founded in 1909 in France. This group engages in skincare, color cosmetics,
personal care and other products, and owns premium and mass-market brands.

Group B: A listed beauty group founded in 1946 in the United States. This group engages in skincare, color
cosmetics and other products, and mainly owns premium brands.

Group C: A listed beauty group founded in 1987 in France. This group engages in skincare, color cosmetics
and other products, and mainly owns premium brands.

Group D: A listed beauty group founded in 1872 in Japan. This group engages in skincare, color cosmetics and
other products, and owns premium and mass-market brands.

Group E: A listed beauty group founded in 1837 in the United States. This group engages in skincare, personal
care and other products, and mainly owns mass-market brands.

Group F: A private beauty group founded in 1910 in France. This group engages in skincare, color cosmetics
and other products, and owns a premium brand.

Our Group: A private beauty group founded in 2000 in China. Our Group engages in color cosmetics and
skincare products, and mainly owns a premium brand.

Group G: A listed beauty group founded in 1976 in France. This group engages in skincare, personal care and
other products and mainly owns a premium brand.
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Group H: A private beauty group founded in 1954 in France. This group engages in skincare, and owns a
premium brand.

Group I: A listed beauty group founded in 1945 in Korea. This group engages in skincare, color cosmetics and
other products, and mainly owns mass-market brands.

MAOGEPING is a leading brand in China’s premium beauty industry. According to Frost
& Sullivan, the top five premium beauty brands, all of them being international beauty brands,
occupying a market share of 32.1% in terms of retail sales in 2023, formed a relatively
concentrated competitive landscape. According to Frost & Sullivan, MAOGEPING was the
only domestic brand among the top 15 premium beauty brands in China, ranking 12th in terms
of retail sales in 2023, with a market share of 1.8% in the premium beauty industry. The
following chart presents the market share of the top 15 premium beauty brands in China by
retail sales in 2023:

Ranking of Premium Beauty Brands in China, by Retail Sales (2023)

Ranking Brand Name Retail Sales (2023) RMB Million Brand Origin Market Share
1 Brand A 21,726 International 11.2%
2 Brand B 17,901 International 9.2%
3 Brand C 9,415 International 4.8%
4 Brand D 6,682 International 3.4%
5 Brand E 6,660 International 3.4%
6 Brand F 5,030 International 2.6%
7 Brand G 4,967 International 2.6%
8 Brand H 4,947 International 2.5%
9 Brand I 4,869 International 2.5%
10 Brand J 3,854 International 2.0%
11 Brand K 3,605 International 1.9%
12 MAOGEPING [ 3553 Domestic 1.8%
13 Brand L 3,331 International 1.7%
14 Brand M 2,561 International 1.3%
15 Brand N 2,453 International 1.3%

Source: Frost & Sullivan
Notes:

Brand A: A beauty brand founded in 1935 originated in France, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand B: A beauty brand founded in 1946 originated in the United States, mainly engaged in skincare, color
cosmetics, and perfume products.

Brand C: A beauty brand founded in 1994 originated in the United States, mainly engaged in skincare and color
cosmetics products.

Brand D: A beauty brand founded in 1946 originated in France, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand E: A beauty brand founded in 1980 originated in Japan, mainly engaged in skincare products.

Brand F: A beauty brand founded in 1982 originated in Japan, mainly engaged in skincare and color cosmetics
products.
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Brand G: A beauty brand founded in 1961 originated in France, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand H: A beauty brand founded in 1828 originated in France, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand I: A beauty brand founded in 1872 originated in Japan, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand J: A beauty brand founded in 1910 originated in France, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand K: A beauty brand founded in 1902 originated in France, mainly engaged in skincare products.

MAOGEPING: A beauty brand founded in 2000 originated in China, mainly engaged in color cosmetics and skincare
products.

Brand L: A beauty brand founded in 1851 originated in the United States, mainly engaged in skincare, and other
products.

Brand M: A beauty brand founded in 1975 originated in Italy, mainly engaged in skincare, color cosmetics, and
perfume products.

Brand N: A beauty brand founded in 1997 originated in the United States, mainly engaged in skincare products.

According to Frost & Sullivan, in terms of retail sales generated from offline channels in
China in 2023, the top five premium beauty brands occupied a market share of 31.6%. In terms
of retail sales generated from offline channels in 2023, MAOGEPING was the 11th largest
premium beauty brand in China, with a market share of 2.1% and the only domestic brand
among those leading brands. The following chart presents the market share of the top 15
premium beauty brands in China by retail sales generated from offline channels in 2023:

Ranking of Premium Beauty Brands in China,
by Retail Sales Generated from Offline Channels (2023)

Ranking Brand Name Retail Sales (2023) RMB Million Brand Origin Market Share
1 Brand A 9,070 International 9.5%
2 Brand B 7,761 International 8.2%
3 Brand C 6,106 International 6.4%
4 Brand H 3,865 International 4.1%
5 Brand D 3,208 International 3.4%
6 Brand E 3,057 International 3.2%
7 Brand F 2,675 International 2.8%
8 Brand G 2,129 International 2.2%
9 Brand I 2,070 International 2.2%
10 Brand J 2,041 International 2.1%
11 MAOGEPING [ 2,033 Domestic 2.1%
12 Brand K 1,745 International 1.8%
13 Brand L 1,539 International 1.6%
14 Brand O 1,445 International 1.5%
15 Brand N 1,432 International 1.5%

Source: Frost & Sullivan
Note:

Brand O: A beauty brand founded in 1976 originated in France, mainly engaged in skincare products.
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Department store plays a significant role in premium beauty brands’ channel strategy due
to the direct access to target consumers and great branding endorsement. Top five premium
brands contributing a market share of 35.6% in terms of retail sales generated from department
store segment in 2023. According to Frost & Sullivan, MAOGEPING was the eighth largest
premium beauty brand in China in terms of retail sales generated from department store
segment in 2023 and the only domestic brand among those leading premium beauty brands.
MAOGEPING was the largest domestic beauty brand in terms of retail sales generated from
department store segment in China in 2023. The following chart presents the market share of
the top ten premium beauty brands in China by retail sales generated from department store

segment in 2023:

Ranking of Premium Beauty Brands in China,
by Retail Sales Generated from Department Store Segment (2023)

Ranking Brand Name Retail Sales (2023) RMB Million Brand Origin Market Share
1 Brand A 6,809 International 10.6%
2 Brand B 5,497 International 8.5%
3 Brand C 4,714 International 7.3%
4 Brand H 3,175 International 4.9%
5 Brand D 2,727 International 4.2%
6 Brand F 2,224 International 3.5%
7 Brand E 1,998 International 3.1%
8 MAOGEPING _ 1,896 Domestic 2.9%
9 Brand J 1,662 International 2.6%
10 Brand K 1,640 International 2.5%

Source: Frost & Sullivan

Competitive Landscape of China’s Domestic Beauty Industry

The domestic beauty industry in China is fragmented, with the top five domestic beauty
brands occupying a market share of 12.8% in terms of retail sales in 2023. MAOGEPING was
the sixth largest domestic beauty brand in China in terms of retail sales in 2023, with a market
share of 1.4%. In particular, the domestic color cosmetics industry in China is relatively
concentrated, with the top five domestic color cosmetics brands occupying a market share of
31.3% in terms of retail sales in 2023. MAOGEPING was the second largest domestic color
cosmetics brand in China in terms of retail sales in 2023. In China’s domestic color cosmetics
industry, MAOGEPING was the largest domestic color cosmetics brand in terms of retail sales
generated from offline channels in 2023, especially the department store segment.
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Ranking of Domestic Color Cosmetics Brands in China, by Retail Sales (2023)

Ranking Brand Name Retail Sales (2023) RMB Million Brand Origin Market Share
1 Brand P 3,397 Domestic 9.9%
2 MAOGEPING _ 2,059 Domestic 6.0%
3 Brand Q 1,923 Domestic 5.6%
4 Brand R 1,716 Domestic 5.0%
5 Brand S 1,655 Domestic 4.8%

Source: Frost & Sullivan

Notes:
Brand P: A beauty brand founded in 2017 originated in China, mainly engaged in color cosmetics products.
Brand Q: A beauty brand founded in 2017 originated in China, mainly engaged in color cosmetics products.
Brand R: A beauty brand founded in 2001 originated in China, mainly engaged in color cosmetics products.

Brand S: A beauty brand founded in 2017 originated in China, mainly engaged in color cosmetics products.

The domestic skincare industry in China is fragmented, with the top five domestic
skincare brands occupying a market share of 14.5% in terms of retail sales in 2023.
MAOGEPING was the 20th largest domestic skincare brand in China, gaining a market share
of 0.7% in terms of retail sales in 2023. In China’s domestic skincare industry, MAOGEPING’s
skincare product offering quickly gained its market share since its launch, and attained a
growth rate of approximately 47% from 2022 to 2023, which far exceeded the industry average.

MARKET DRIVERS OF BEAUTY INDUSTRY IN CHINA

The growth of beauty industry in China is expected to be driven by the following market
drivers:

Expanding consumer base. Young people’s demand for beauty and personality
expression is growing, and they have become an important force in the beauty market.
Especially under the popularization of the Internet, young people are more easily exposed to
a variety of beauty information and product recommendations, thus stimulating their interest
in makeup. Mature consumers have increased requirements for color cosmetics and skincare
products, and their consumption of premium products has increased. Not only limited to female
consumers, with the change of men’s aesthetic concept, male consumers also began to pay
attention to their own image building, and actively try to use beauty products. In addition, film
and television works, games and anime imitation makeup have gradually become one of the
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factors to attract the attention of young groups and promote sales growth of beauty products.
As the income level of residents in lower-tier cities has steadily increased, which inspire people
to increasingly pursue personalized and fashionable lifestyle, purchasing beauty products
becomes a popular choice. E-commerce platforms help to release lower-tier city consumers’
purchasing power, which further accelerate the growth of beauty industry.

Increased recognition of domestic brands and products. With the improvement of
country’s economic level and residents’ cultural identity, national aesthetic consciousness is
awakening, and domestic brands will usher in greater opportunities for development. Domestic
brands increase investment in product quality, publicity and marketing, aesthetic innovation
and other aspects to continuously improve brand influence. Through technological
advancements, the product development strength and product quality of domestic brands have
been continuously enhanced, which increasing consumers’ confidence in domestic brands and
products. The domestic beauty market in China reached RMB263.1 billion in 2023,
representing a CAGR of 9.8% from 2018 to 2023, and is expected to continue growing at a
CAGR of 10.3%, to reach RMB430.2 billion by 2028, according to Frost & Sullivan. The
improvement of consumers’ recognition of domestic brands will further promote the growth of
the domestic beauty market.

Development of emerging social media and e-commerce channels. The development of
emerging online platforms promotes the diversification of marketing channels and stimulate
the desire of potential consumers to purchase. Through social media, e-commerce platforms
and other channels, consumers can see the usage experience and recommendation evaluation
shared by other consumers, so as to resonate and increase their curiosity for products, which
will further stimulate potential consumers to turn browsing into actual purchasing behavior. In
addition, the development of emerging e-commerce platforms could provide consumers with a
more convenient and rich shopping experience. Through these platforms, consumers can access
detailed information and makeup tutorials on beauty products. The popularization and
dissemination of makeup knowledge has further promoted the development of beauty industry.

INDUSTRY TRENDS OF BEAUTY INDUSTRY IN CHINA
The beauty industry in China is characterized by the following industry trends:

Increased industry concentration. With the increasing demand for beauty products, the
penetration rate of leading beauty brands in the market has shown a steady upward trend. These
leading brands have successfully attracted a large number of loyal consumers with their high
quality, innovative and unique product positioning. They enhance their visibility and influence
through a variety of ways, such as advertising, celebrity endorsement and offline store
experience, which will further increase their market share. At the same time, the competition
between emerging beauty brands is also extremely fierce. Emerging brands are actively seeking
differentiated competitive strategies to gain more market share. They are committed to
introducing personalized products that meet the needs of different consumer groups. Domestic
beauty brands have made remarkable progress in recent years, matching or even surpassing
international brands in terms of technological research and development, product quality and
packaging design. As the strength of domestic brands increases, they will further challenge the
position of international brands in the market and compete for more market share.
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Brand building and enhancement. With the increasing attention of consumers to beauty
and personal appearance, China’s beauty market is ushering in booming opportunities. When
consumers buy products, they usually choose beauty brands with high visibility and good
reputation. Therefore, beauty brands attach great importance to the brand building. Beauty
brands are committed to making full use of various marketing channels to enhance brand
awareness. Brands actively participate in various fashion activities and cooperate with
celebrities on social platforms to carry out joint brand promotion, continuously expand market
share and reach potential target customer groups. In addition, innovative capabilities are
important for brand building as it can establish brand differentiation advantages through

independent research and development, and thus enhance brand competitiveness.

Increasing investment in product development. Beauty companies continue to strengthen
the investment in product development, and pay attention to create product functions and
characteristics to improve the quality of products. More beauty companies focus on the
research and development of core effective ingredients. Beauty companies insist on in-depth
study of different skin types, combined with advanced science and technology, and constantly
improve the product quality to enhance the core competitiveness of the brand. In addition to
product quality, many brands are willing to increase investment in product packaging design
to win the favor of consumers. The investment in product quality and product packaging can
not only meet the needs of consumers for the functions and effects of beauty products, but also
give consumers a pleasant feeling. With the increasingly fierce market competition, beauty
companies continue to carry out technological innovation and design improvement to attract

more consumers.

MARKET ENTRY BARRIERS OF BEAUTY INDUSTRY IN CHINA

New entrants to the beauty industry in China may encounter the following established
entry barriers:

Brand awareness and recognition. As living standards improve and consuming
philosophy and pattern evolve, brand recognition and loyalty have become important factors in
consumption decision-making in the beauty industry. Brand awareness is a comprehensive
illustration of product quality, brand culture, manufacturing skills, management and service,
marketing network and public recognition that requires large amounts of investment of capital,
resources and time. Existing top brands experienced rich accumulation and development in all
aspects, thus their brand images are deeply rooted in consumers and favored by consumers,
building their branding barrier and market recognition. New entrants would experience
challenges when facing competition with existing enterprises in a relatively short period of
time.

Product development and product quality capabilities. One challenge continuously poses
to the beauty industry is to develop new products that fulfill market demands in different stages
of industry. Development of beauty products involves life science, fine chemistry,
dermatology, botanical science, etc. Cross-section application and research would require a
complete product development process ranging from foundational R&D to engineering
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application which could fulfill the requirements of coordination and system completeness. In
this way, leading beauty companies that are strong in terms of capital, talent and resources and
have more research and development accumulation could achieve marketization of newly
developed technology more efficiently. In addition, product quality is the key to brand
development. Leading companies have the sufficient capital and resources to purchase
high-quality raw materials to ensure product quality, and have a mature quality control system
to ensure the stability of product quality to provide consumers with premium consumption
experience. There are technological barriers to new entrants in the industry.

Management team and Operational management -capabilities. Leading beauty
companies have established management team and advanced operational systems in the course
of long-term business activities, including procurement, production, supply chain, marketing
and sales. The management teams have accumulated rich experience in product flow, quality
control and other areas. They have the ability to ensure that each step of the product process
is efficient and compliant with the regulations, and thus, to provide high-quality products.
Compared to emerging companies, leading beauty companies are more resilient to risks and are
able to grow steadily and sustainably. Obtaining this capability is challenging for emerging
companies.

Offline Channel Barrier. The product characteristics of beauty products make consumers
attach great importance to offline experience. The offline layout of premium beauty brands is
usually dominated by department store segment and premium cosmetics specialty store
segment of offline channels. The natural geographical advantage of the department store
segment and premium cosmetics specialty store segment of offline channels makes it have a
higher screening standard for the selected brands. Department store segment can provide
consumers with premium shopping experience. Brands are able to interact directly with
consumers, to quickly understand consumer preferences and changes in demand through brand
counters, so as to timely adjust brand strategies. In addition, the department store segment and
premium cosmetics specialty store segment of offline channels have higher requirements for
the service personnel. Brand counters are usually equipped with professional beauty
consultants to provide consumers with professional advice and guidance, while disseminating
brand concepts and promoting brand publicity. Emerging brands lack brand recognition, which
often is a challenge to expand offline channels.

CHALLENGES OF BEAUTY INDUSTRY IN CHINA

The beauty industry in China is faced with the following challenges:

Product Homogenization. The phenomenon of product homogenization exists in the
beauty market in China, making it difficult for consumers to establish loyalty to a particular
brand. It is challenging for beauty brands to shape their own brand differentiation to improve
competitiveness. Brands are required to explore their own features in terms of product quality,
positioning, research and development, as well as marketing, in order to stand out in the
market.
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Developing Consumption Recognition. With the burgeoning “beauty economy” and the
widespread popularity of social media for beauty and skincare content, Chinese consumers’
demand for beauty products is rising. However, their ability to recognize product quality,
function and positioning is still developing. As such, consumers’ needs can hardly be
compatible with their choice of the products and brands. Beauty brands require investment in
cultivating consumption recognition to tailor their products with the characteristics of the
target groups, thus enhancing consumer loyalty and market space.

Rapidly Changing Market Demand. The new generation of consumer groups has begun
to grow into the main force of consumption, who prefer to follow fashion and change the needs
of beauty products rapidly. To cater to consumers, beauty brands need to launch products that
match the demand timely. It is challenging for brands to realize, which includes gaining instant
insights into consumers’ demand, developing suitable strategies, and investing adequately,
otherwise, it can lead to loss of investment and damage to brands’ reputation.

OVERVIEW OF MAKEUP ARTISTRY TRAINING INDUSTRY IN CHINA

Makeup artistry training refers to education programs that is designed for program
participants to learn make-up knowledge and skills, and such training aims to help program
participants to work in the beauty industry or other related industries such as beauty advisors,
styling designers.

The following chart presents the historical and projected market size of makeup artistry
training industry in China in terms of revenue from 2018 to 2028:

Market Size of China’s Makeup Artistry Training Industry,
RMB in Billion, 2018-2028E

CAGR 2018-2023 2023-2028E 19.3

Total 11.8% 14.5% 17.5
158

13.6
11.6

2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Frost & Sullivan

China’s makeup artistry training industry has experienced rapid growth in recent years,
and the market size grew from RMB5.6 billion in 2018 to RMB9.8 billion in 2023, representing
a CAGR of 11.8%.
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Drivers of Makeup Artistry Training Industry

The growth of makeup artistry training industry is expected to be driven by the following
market drivers:

The growing beauty industry. As the consumer market for color cosmetics is expanding,
the audience for makeup continues to grow and the demand for beauty services in people’s
daily lives is increasing. This will accelerate the growth of the makeup artistry industry and
boost the demand for beauty professionals. Especially with the increase in the category of
make-up products, the threshold for making good make-up is getting higher.

Rapid innovation and upgrading of the industry. The makeup artistry industry’s
aesthetic styling is based on current fashion elements and mainstream aesthetics, which is
time-sensitive and lasts short since beauty trends keep changing, such as the iteration of
makeup tools and the refreshing of makeup styles. Therefore, it’s necessary for beauty
professionals to study and go training on a regular basis to keep up with the latest makeup
techniques. It’s expected that the industry will be consolidated and grow at a CAGR of 14.5%
to reach RMB19.3 billion by 2028.

Future Trends of Makeup Artistry Training Industry

The makeup artistry training industry is characterized by the following industry trends:

Closer makeup artistry school-enterprise cooperation. Since makeup skills education
effectively bridges the gap between students and employers, makeup schools are expected to
work closely with enterprises to get well-prepared for the change in employer needs. The
programs are customized to ensure which type of makeup effect is popular and required most
in the practicable aspect. In addition, such close cooperation facilitates improved employment
rates and job-hunting efficiency in the makeup artistry training market through talent
assessments and internal referrals.

Better Quality Makeup Training Providers are increasingly popular. The makeup
artistry training market is poorly concentrated. As the industry becomes increasingly
competitive, only high-quality makeup teaching institutions with diversified courses, abundant
teaching resources, advanced equipment support, and comprehensive teaching systems will
achieve solid future growth and form a scale advantage to integrate the market. The small
workshop-like beauty schools or training-to-work beauty salons will be eliminated in terms of
beauty education.
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TRENDS IN RAW MATERIAL PRICES

Fluctuations in the prices of key raw materials impact the beauty industry, requiring
stakeholders to navigate carefully to ensure sustainable growth and product innovation.

Beauty products mainly utilize lipid, powder and solvent as basic materials, primarily
including glycerinum (H7H), butanediol (T /%), titanium dioxide (8KF9#) and zinc oxide
(AALEF), etc. From 2018 to 2023, the price per ton of glycerinum (H7#) and butanediol (T
%) decreased from RMB6,408 and RMB11,133 to RMB4,434 and RMB10,492, with a
CAGR of -7.1% and -1.2%. In 2023, the price per ton of titanium dioxide (8KF1#}) and zinc
oxide (AfL#F) was RMBI15,770 and RMB20,766, with a CAGR of -1.6% and -1.4%,
respectively from 2018 to 2023. Since 2018, the operation of manufacturers for these raw
materials has begun to recover after several years of structural adjustment in the chemical
industry, driving down the price of raw materials. In 2021, the combination of factors such as
the continuation of monetary easing policies in major global economies, supply and logistics
disruptions due to overseas epidemic prevention and control, and domestic curbs on the
production of highly polluting and energy-intensive industries, indirectly pushed up the prices
of important basic chemicals. The key raw material prices of beauty products fluctuated from
2018 to 2023. However, as the pandemic subsided, the extreme events that caused raw material
price volatility back then are less likely to reoccur in the near future. Therefore, it is expected
that the price of glycerinum, butanediol, titanium dioxide, and zinc oxide will grow at a stable
pace from 2024 to 2028.

Key Raw Material Prices
RMB/Ton, 2018-2028E

23,789 CAGR 2018-2023 2023-2028E

2252 21,444

20766 20974 21,142 21247 21311 21332 Glycerinum 7.1% 2.6%
20313 )

19,580

17,921 e Butanediol -1.2% 1.4%

17,132 17,237 17.452

Titanium dioxide -1.6% 2.1%

15,830

13,949
Zinc Oxide -1.4% 0.5%

11,241

11,133 10,702 10,862

Glycerinum

—.— Butanediol

4,334 4434 4589 4,727 4,845 4,942 5,041 —@— Titanium Dioxide
3,839 i . .
Zinc Oxide

6,408

2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E

SOURCE OF INFORMATION

In connection with the [REDACTED], we engaged Frost & Sullivan, an independent
market research consultant, to conduct an analysis of, and to prepare a report about, the global
cosmetics industry and China’s cosmetics industry. Frost & Sullivan is an independent global
consulting firm, which was founded in 1961 in New York. It offers industry research and
market strategies, and provides growth consulting and corporate training. In connection with
the market research services provided, we have paid a fee of RMB680,000 to Frost & Sullivan,
which we believe to be consistent with market rates.

-112 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INDUSTRY OVERVIEW

In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan adopted the
following assumptions: (i) the global social, economic and political environment is likely to
remain stable in the five years from 2024 to 2028 (the “Forecast Year”), (ii) purchasing power
is expected to continue to rise rapidly, and (iii) related industry drivers, future trends and entry
barriers.

Except as otherwise noted, all the data and forecasts contained in this section are derived
from the Frost & Sullivan Report. Frost & Sullivan has prepared the Frost & Sullivan Report
based on detailed primary research which involved discussing the status of the cosmetics
industry with certain leading industry participants and secondary research which involved
reviewing company reports, independent research reports and data based on its own research
database. Our Directors confirm that, after taking reasonable care, there has been no material
adverse change in the overall market information since the date of the Frost & Sullivan Report
that would materially qualify, contradict or have an impact on such information.
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PRC LAWS AND REGULATIONS

We set out below a summary of the most important laws, regulations and rules that affect
and regulate our current principal business activities and operations in the PRC.

REGULATIONS RELATING TO COSMETICS
Production and Sales of Cosmetics

According to the Regulation on the Supervision and Administration of Cosmetics ( {{t
st b BEBHE AR 5]) ) (Order No. 727 of the State Council of the People’s Republic of China),
which became effective on January 1, 2021, and the Measures for the Supervision and
Administration of Production and Operation of Cosmetics ( {fbifl i A4 2 88 BB A L RE ) )
(Order No. 46 of the State Administration for Market Regulation), which became effective on
January 1, 2022, whoever engages in the production and operation of cosmetics within the
territory of the PRC shall file an application for a cosmetics production license with the drug
supervision and administration department of the people’s government of the province,
autonomous region, or municipality directly under the central government at the place where
it is located. Cosmetic registrants and recordation entities may produce cosmetics by
themselves or by entrusting other enterprises. In the case of entrusted production of cosmetics,
a cosmetic registrant or recordation entity shall entrust an enterprise that has obtained the
corresponding cosmetics production license, and supervise the production activities of the
entrusted enterprise to ensure that it produces cosmetics according to statutory requirements.
Cosmetic manufacturers and distributors shall store and transport cosmetics in accordance with
the provisions of relevant laws and regulations and the requirements indicated on cosmetic
labels, and inspect on a regular basis and handle in a timely manner the deteriorated or expired
cosmetics. The cosmetic distributors on the e-commerce platform shall disclose the
information on the cosmetics they distribute in a comprehensive, truthful, accurate and timely
manner. The content of cosmetic advertisements shall be authentic and legal. No cosmetic
advertisement may expressly or impliedly indicate that the product has any medical effect,
contain any false or misleading information, or deceive or mislead consumers. Where any
cosmetics registrant or recordation entity finds any quality defects or other problems in the
cosmetics that may endanger the human health, it shall immediately stop the production, recall
the cosmetics that have been sold on the market, notify the relevant cosmetics operators and
consumers to stop the operation and use, and record the situations of recall and notification.
The cosmetics registrants or recordation entities shall take remedial measures, harmless
disposal or destruction measures for the recalled cosmetics, and report the information of recall
and disposal to the drug supervision and administration department of the people’s government
of the province, autonomous region, or municipality directly under the central government at
the place where it is located. In addition, new cosmetic ingredients mean the natural or
artificial ingredients that are used in cosmetics for the first time in the PRC. New cosmetic
ingredients that have the functions of preventing corrosion, sunscreen, coloring, hair coloring,

and freckle removal and whitening shall be registered with the drug regulatory authority of the
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State Council prior to use by the registrant of new cosmetic ingredients rather than the
registrant of cosmetics; other new cosmetic ingredients shall be submitted to the drug
regulatory authority of the State Council for record by recordation entities of the new cosmetic
ingredients before use.

According to the Good Manufacturing Practice for Cosmetics ( {fbile i A5 7 B 5 45 B
#5) ) (Announcement No. 1 of 2022 of the NMPA), which became effective on July 1, 2022,
the registrant, the recordation entity and the entrusted manufacturer of cosmetics shall exercise
good faith and self-discipline, establish a production quality management system in accordance
with the requirements of the regulations, and realize the control and traceability of the whole
process of cosmetic ingredient procurement, production, inspection, storage, sale and recall,
etc., so as to ensure the sustainable and stable production of cosmetics that meet the quality and

safety requirements.

According to the Safety and Technical Specification for Cosmetics (Version 2015) ( {{t
o R T HRE(20154F ) ) ) (Announcement No. 268 of 2015 of the China Food and Drug
Administration), which became effective on December 1, 2016, the production of cosmetics
shall comply with the requirements of the specifications for the production of cosmetics, and
the production process of cosmetics shall be scientific and reasonable to ensure product safety.
Cosmetics shall be inspected before they are marketed, and cosmetics shall meet the relevant
requirements for product quality and safety, and are allowed to leave the factory after passing
the examination.

According to the Measures for the Administration of Cosmetic Labels ( {{bitr /it &
HHEE) ) (Announcement No. 77 of 2021 of the NMPA), which became effective on May 1,
2022, the smallest sales unit of cosmetics shall be labeled. The labels shall comply with the
requirements of the relevant laws, administrative regulations, departmental rules, compulsory
national standards and technical specifications. The contents of the labels shall be lawful,
authentic, complete and accurate and consistent with the relevant contents registered or filed
for record.

According to the Measures for the Supervision and Administration of Online Operation
of Cosmetics ( {fbile #4588 BE B HHFE) ) (Announcement No. 36 of 2023 of the
National Medical Products Administration), which became effective on September 1, 2023,
cosmetic e-commerce platform operators shall be responsible for managing cosmetic
distributors on the platform in accordance with law, and shall establish and effectively
implement cosmetic quality and safety management systems, such as real name registration,
daily inspection, illegal behavior suppression and reporting, and complaint and report
handling. Cosmetics distributors on the platform shall establish and implement a purchase
inspection record system, check the direct supplier’s market entity registration certificate,
special cosmetics registration certificate or ordinary cosmetics filing information, cosmetics
product quality inspection certificate, and keep relevant certificates. Cosmetics distributors on
the platform shall perform the obligation of cosmetics information disclosure, disclose
cosmetics labels and other information consistent with the registration or filing materials in a
comprehensive, true, accurate, clear and timely manner, actively cooperate with cosmetic
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e-commerce platform operators to carry out quality and safety management activities such as
daily inspection, self-inspection of regulatory disclosure information, and shall store and
transport cosmetics in accordance with the provisions of relevant laws and regulations and the
requirements of cosmetic labels, regularly check and timely deal with cosmetics that have
deteriorated or exceeded their use-by date.

Registration and Recordation of Cosmetics

According to the Measures for the Administration of the Registration and Recordation of
Cosmetics ( bt sE M & BLHFE) ) (Order No. 35 of the State Administration for
Market Regulation), which became effective on May 1, 2021, a registrant or recordation entity
of cosmetics and new cosmetic ingredients shall, when applying for registration or undergoing
recordation formalities, comply with the requirements of applicable laws, administrative
regulations, compulsory national standards and technical specifications, be responsible for the
veracity and scientificity of the materials submitted, and comply with the requirements of the
following regulations including but not limited to the Administrative Provisions of Cosmetics
Registration and Filing Documents ( bl st i 22 ERVEFEBIE) ) (Announcement No.
32 of 2021 of the NMPA), the Administrative Provisions on Materials for Registration and
Record Filing of New Cosmetic Ingredients ( {fbi sy Uk ek M 22 G R HEE) )
(Announcement No. 31 of 2021 of the NMPA), the Classification Rules and Catalog of
Cosmetics ( bl it BRI RIF 2% H %) ) (Announcement No. 49 of 2021 of the NMPA),
the Technical Guideline for Safety Assessment of Cosmetics (Version 2021) ( {fbiil i % 2 5F
TR (20214/7)) (Announcement No. 51 of 2021 of the NMPA), the Standards for
Cosmetic Efficacy Claim Evaluation ( At S E B FHE ML) ) (Announcement No. 50
of 2021 of the NMPA), all of which became effective on May 1, 2021, the Supervision and the
Administration Measures of Children’s Cosmetics ( <REALM T BB HEE) )
(Announcement No. 123 of 2021 of the NMPA), which became effective on January 1, 2022,
and the Specifications for the Implementation of Cosmetics Registration and Filing Inspection
( bt it sk MR SR A0 B8 TAEBLHE) ) (Announcement No. 72 of 2019 of the NMPA), which
became effective on September 3, 2019. The registrants and recordation entity of cosmetics and
new cosmetic ingredients shall perform the obligations of product registration or recordation
formalities in accordance with the laws and be responsible for the quality and safety of
cosmetics and new cosmetic ingredients.

According to the Notice of the State Food and Drug Administration on Issuing the
Provisions on the Acceptance of Cosmetic Administrative Licensing Application ( (BIZK & i
B ot B R LR RS B B <At S AT Y T A s2 B E S HYZEAT) ) (Guo Shi Yao Jian Xu
[2009] No. 856), which became effective on April 1, 2010, and the Notice of the State Food
and Drug Administration on Strengthening the Administration of the Recordation of Domestic
Non-special Use Cosmetics ( €[5 5¢ £ i 45 iy B B8 =) B o e B /2 IF 5 ok i Akt i i 22
FHTAERME) ) (Guo Shi Yao Jian Xu [2009] No. 118), which became effective on April
3, 2009, domestic special-use cosmetics are subject to administrative licensing management,

and domestic non-special-use cosmetics are subject to recordation administration.
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According to the Administrative Provisions of Cosmetics Registration and Filing
Documents ( {biflib st i R EREHHIZE) ) (Announcement No. 32 of 2021 of the
NMPA), which became effective on May 1, 2021, when applying for the registration of special
cosmetics, a human efficacy test report that meets the relevant regulations on the evaluation of
cosmetic efficacy claims should be submitted. Manufacturers of ordinary cosmetics that have
obtained the product quality management system qualification certificate issued by the
governmental regulatory authorities of the country or region where they are located, and the
product safety assessment results can fully confirm the safety of the products, may be
exempted from submitting the toxicological test report for ordinary cosmetics, except for the
following circumstances: (i) the relevant products are intended for use by infants and children;
(i1) the products use new cosmetic ingredients that are still under safety monitoring; or (iii)
according to the quantitative grading scoring results, the registrant, domestic responsible
person and manufacturer of the products are classified as key supervision objects. For ordinary
cosmetics that belong to the above circumstances and special cosmetics required by China’s
relevant laws and regulations, enterprises should submit toxicological test reports, while other
ordinary cosmetics may be exempted from submitting toxicological test reports as long as they
meet the above requirements.

REGULATIONS RELATING TO PRIVATE EDUCATION

According to the Law for Promoting Private Education of the People’s Republic of China
( ChEE N RILFE RIFEF MEHEE) ) (Order No. 24 of the President of the People’s Republic
of China), which became effective on December 29, 2018, and the Regulations on the
Implementation of the Law for Promoting Private Education of the People’s Republic of China
( (e N R ILANE REE MR B G B1) ) (Order No. 741 of the State Council of the
People’s Republic of China), which became effective on September 1, 2021, the “private
schools” are defined as schools established by social organizations or individuals with
non-governmental funds. The establishment of a private school shall meet the local needs of
educational development and the requirements prescribed in the Education Law and the
relevant laws and regulations. The standards for the establishment of private schools shall
conform to those for the establishment of public schools of the same level and category. Those
private schools engaging in diploma education, pre-school education, self-taught examination,
and other cultural education shall subject to the examination and approval of the administrative
departments for education of the governments at or above the county level in accordance with
their authorities defined by the state. Those private schools mainly engaging in training of
professional skills and vocational qualifications shall subject to the examination and approval
of the administrative departments of human resources and social security of the governments
at or above the county level in accordance with their authorities defined by the state and shall
submit a copy to the educational administrative departments for archival purposes. Private
schools to use Internet technology to carry out educational activities online is encouraged in
the PRC. Online educational activities carried out with Internet technology shall comply with
the provisions of the relevant laws and administrative regulations of the state on Internet
management. Private schools that carry out educational activities online with Internet
technology shall obtain corresponding school-running permits. For a private school approved
to be founded officially, the examination and approval authority shall issue a school-running
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permit and make an announcement to the public. The time limit of a school-running permit
shall be compatible with the school-running level and type of the private school. A private
school without violations of laws or regulations within the time limit of a permit may, upon
expiry of the validity period, has the validity period automatically extended and obtains a new
permit. The measures for the administration of school-running permits of private schools shall
be developed by the administrative department of education and the administrative department
of human resources and social security of the State Council according to the division of
functions.

REGULATIONS RELATING TO ADVERTISING

According to the Advertising Law of the People’s Republic of China ( (¥ A ILFNE
[E4574) ) (Order No. 81 of the President of the People’s Republic of China) effective from
April 29, 2021, goods operators or service providers in China who engage in commercial
advertising activities through certain media and in certain forms to directly or indirectly
introduce the goods or services they promote shall comply with the law. The law also specifies
the obligations of advertisers, advertising operators, publishers and advertising endorsers.
Advertisements shall not contain false or misleading content and shall not deceive or mislead
consumers. Advertisements shall not use expressions such as “national level”, “highest level”
or “best”. Advertisers shall be responsible for the veracity of the content of their
advertisements. If an advertisement states that the goods or services being promoted come with
a gift, the type, specifications and quantity of, and the period and methods for giving the gift
shall be clearly stated. Any advertiser who violates the foregoing requirements may be ordered
to cease publishing the advertisement and subject to a fine less than RMB100,000. Except for
advertisements for medical treatment, drugs and medical devices, no other advertisements may
involve disease treatment functions, and medical terminologies or misleading terms that may
cause readers to confuse the promoted products with drugs or medical devices shall not be
used. Any advertiser who violates the relevant requirements may be ordered to cease
publishing the advertisement and be subject to a substantial fine; in serious circumstances, the
advertiser’s business license may be revoked; the relevant authorities may revoke the review
and approval documents and refuse to accept applications submitted by the advertiser within
one year.

According to the Measures for the Administration of Internet Advertisements ( G H§#Y
JEASE B ) ) (Order No. 72 of the State Administration for Market Regulation) effective
from May 1, 2023, publishing advertisements for medical treatment, drugs, medical devices,
dietary supplements and special formula foods for medical purposes in a disguised manner
such as introducing health and wellness knowledge is prohibited. When introducing health and
wellness knowledge, the addresses, contact information and shopping links of the goods
operators or service providers of related medical treatment, drugs, medical devices, dietary
supplements and special formula foods for medical purposes shall not be displayed on the same
page or at the same time. Internet advertisements should be identifiable so that consumers can
recognize them as advertisements. Except in cases where laws or administrative regulations
prohibit the publishing or publishing in a disguised manner of advertisements, advertisers who
promote goods or services through introducing knowledge, sharing experiences, consumer
review and other means and attach shopping links or other purchasing methods shall
conspicuously mark “advertisement”.
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According to the Guiding Opinions of the State Administration for Market Supervision on
Strengthening the Supervision of Online Live Streaming Marketing Activities ( (T35 & 4
JRIBR A T i A 4% EL RS SE B) B 4R ) ) (Guo Shi Jian Guang [2020] No. 175)
effective from November 5, 2020, goods operators who sell goods or provide services through
online live streaming shall comply with relevant laws and regulations and establish and
implement a system for the inspection and acceptance of incoming goods. They shall not sell
goods or provide services prohibited from being produced and sold by laws and regulations
through online live streaming; they shall not publish commercial advertisements prohibited
from being published on mass media by laws and regulations through online live streaming;
they shall not sell goods or services prohibited from being traded online through online live
streaming.

According to the Notice on the Joint Issuance of Opinions on Further Regulating Online
Live Streaming Profit-making Activities and Promoting Healthy Industry Development by the
Cyberspace Administration of China, the State Taxation Administration and the State
Administration for Market Regulation ( {BZE TG B A - BIEBIHER - BKTE
SR TR AR R I BN B < B A — 2D B A A A LR FAT 2 DR A T SE R R R O R > A7
1) ) (Shui Zong Suo De Fa [2022] No. 25) effective from March 25, 2022, online live
streaming platforms and online live streaming publishers shall not conduct false or misleading
commercial promotion for entities engaging in goods production and operation, and the
performance, function, quality, origin, awards, qualifications, sales status, transaction
information, operating data, user review and other aspects of the goods, deceiving or
misleading consumers or the relevant public, and shall not assist other operators in conducting
the above-mentioned acts. When online live streaming platforms and online live streaming
publishers which sell goods or provide services adopt price comparison approach for
promotional activities, they shall conspicuously mark the selling prices, the prices to be
compared and the meanings in text form. Online live streaming platforms and online live
streaming publishers shall not use service agreements, transaction rules or technical means to
unreasonably restrict the transactions or transaction prices of other operators in the live
streaming channel, or impose unreasonable conditions, or charge unreasonable fees to the
merchants.

We have adopted the following measures to ensure ongoing compliance with relevant
laws, regulations and policies in relation to cosmetics advertising, including:

. Internal review procedure for advertising content: we have established comprehensive
internal review procedure to ensure all advertising content complies with relevant laws
and regulations. After the Marketing Department and the relevant business units submits
draft versions of the proposed advertising content, the internal legal and regulatory team
would review and provide revisions and recommendations to ensure that all content is
factual, transparent, and non-misleading, avoiding any potential violations that could
mislead or deceive consumers. Once the advertising content has been reviewed and
revised based on legal and regulatory advice, it undergoes a final examination by the
aforementioned departments to ensure complete compliance. Only after this
comprehensive review and approval process is the advertising content authorized for
publication.
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. Employee training: we conduct training session for marketing, legal, and relevant
business unit employees to keep them informed of current advertising laws and
regulations. We also utilize case studies, including past compliance issues and their
resolutions, to enhance understanding and application of legal standards in day-to-day
operations.

. Regular monitoring. We use monitoring tools to track and review live campaigns,
ensuring they remain compliant as market conditions and regulatory frameworks evolve.

. Continuous improvement: We regularly review and update internal advertising guidelines
to reflect new legal developments and industry trends.

Guidelines from the State Administration for Market Regulation (“SAMR”) on
Strengthening the Supervision of Online Live Marketing Activities (<B4 4% B 175  §1
TEE AR L) ), effective November 5, 2020, clarified the legal responsibilities of
network platforms, product operators, and online live streamers. The Cyberspace
Administration of China, Ministry of Public Security, Ministry of Commerce, along with other
regulatory bodies, introduced a trial Regulations on the Management of Online Live Marketing
( (%% ERE S SE L GT)) ) on April 16, 2021, emphasizing the management of live
marketing platforms and personnel responsibilities. In 2022, several agencies provided Further
Guidelines to Regulate Celebrity Endorsements ( < [B7#E— Hi i B 2 B A0 & 6 B 19 15 28
&) ) and included product introductions in live streams under advertising regulation.
Additionally, the National Radio and Television Administration and the Ministry of Culture and
Tourism enforced the Code of Conduct for Network Anchors ( AH4%EIBEITAHIE) ) on
June 8, 2022, to standardize behaviors and punish violations. The SAMR’s Internet Advertising
Management Measures ( CEIFATE 5 TRHEDL) ), effective May 1, 2023, apply to
commercial advertisements via internet media and are governed by advertising laws. Lastly, the
Notice on Strengthening the Management of Self-media ( B 5@ 5 GE#E 4 FRAY AT )
published by the Cyberspace Administration on July 5, 2023, which has regulated account
operations, enforced strict registration limits, and cracked down on undesirable behaviors.

REGULATIONS RELATING TO FOREIGN INVESTMENT

According to the Company Law of the People’s Republic of China ( {H#HE A RILANE A
F]3£) ) (Order No. 15 of the President of the People’s Republic of China) (the “PRC
Company Law”), which became effective on October 26, 2018, companies may adopt 2 forms:
limited liability company or joint stock company. The PRC Company Law is also applicable
to the limited liability companies and joint stock companies invested by foreigners, unless
otherwise specified in the relevant laws and regulations.
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According to the Company Law of the People’s Republic of China (Order No. 15 of the
President of the People’s Republic of China), which was last amended on December 29, 2023
and would become effective on July 1, 2024, limited liability companies and joint stock
companies can be established in the PRC. Liabilities of shareholders of a limited liability
company are limited to the contributions which they have subscribed. Liabilities of
shareholders of a joint stock company are limited to the amount of capital they are legally
obliged to contribute for the shares for which they have subscribed.

According to the Administrative Regulations of the People’s Republic of China on Market
Entities Registration ( {1 #E A R ALAN B 1785 T 88 S50 & 2% H1) ) (Order No. 746 of the State
Council of the People’s Republic of China), which became effective on March 1, 2022,
unregistered entities shall not engage in business activities in the name of market entities.
Exceptions shall be applied to those for which registration is not required pursuant to the
provisions of laws and administrative regulations. According to the Implementing Rules for the
Administrative Regulations of the People’s Republic of China on Market Entities Registration
( CFREENRILAER TS E ST E ARG E A HI) ) (Order No. 52 of the State
Administration for Market Regulation), which became effective on March 1, 2022, the State
Administration for Market Regulation shall be in charge of unified registration and
administration of market entities nationwide, formulate systems and measures for registration
and administration of market entities, promote whole-process electronic registration,
standardize registration activities, and guide local registration authorities to carry out
registration and administration in accordance with the law in an orderly manner. The local
market supervision and management department at or above the county level shall be in charge

of the registration and management of market entities in its jurisdiction.

According to the Foreign Investment Law of the People’s Republic of China ( (%A
RALAIE S &%) ) (Order No. 26 of the President of the People’s Republic of China) (the
“Foreign Investment Law”), which became effective on January 1, 2020, the Foreign
Investment Law is formulated to further expand opening up, actively promote foreign
investment, protect the legitimate rights and interests of foreign investment, standardize
foreign investment management, facilitate the formation of a comprehensive and new
opening-up pattern, and promote the healthy development of the socialist market economy.
Foreign natural persons, enterprises or other organizations may directly or indirectly conduct
investment activities within the territory of the PRC. Foreign investments are entitled to
pre-entry national treatment and are subject to negative list management system. The pre-entry
national treatment refers to the treatment given to foreign investors and their investment at the
stage of investment admission no less than that to domestic investors and their investments.
The State gives national treatment to foreign investment outside the negative list. The negative
list refers to the special management measures that are adopted for the admission of foreign
investment in specific areas. Foreign investors shall not invest in any forbidden fields
stipulated in the negative list and shall meet the conditions stipulated in the negative list before
investing in any restricted fields.
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According to the Implementing Rules of the Foreign Investment Law of the People’s
Republic of China ( H3E A [RILFNE S £ EEEeG) ) (Order No. 723 of the State
Council of the People’s Republic of China), which became effective on January 1, 2020,
foreign investors and foreign-invested enterprises may enjoy preferential treatment in fiscal,
taxation, financial, land use and other areas in accordance with laws, administrative regulations
or regulations of the State Council. Foreign investors who expand investment in China with
proceeds from investment made in China are entitled to corresponding preferential treatment
in accordance with the law. According to the Measures for the Security Review of Foreign
Investment ( (IMEHRELRFENE) ) (Order No. 37 of the National Development and
Reform Commission of the People’s Republic of China and the Ministry of Commerce of the
People’s Republic of China), which became effective on January 18, 2021, investing activities
conducted by a foreign investor directly or indirectly in the territory of China that affects or
may affect national security shall be subject to security review. Foreign investment security
review is divided into general review and special review. During the review period, the parties
shall not make investments. If the foreign investment has passed the security review decision,
the parties concerned may implement the investment.

Foreign Investment Industrial Policy

Investment activities in China by foreign investors are principally governed by the
Catalog of Industries for Encouraging Foreign Investment ( {S{Eh/M# &= H B ) (the
“Encouraging Catalog”), and the Special Administrative Measures for Access of Foreign
Investments (Negative List) ( (OMEFEMEARFHIE ISR TIEE)) ) (the “Negative
List”), which were promulgated and are amended from time to time by the Ministry of
Commerce of the People’s Republic of China (the “Ministry of Commerce”) and the National
Development and Reform Commission (the “NDRC”), and together with the Foreign
Investment Law and their respective implementation rules and ancillary regulations. The
Encouraging Catalog and the Negative List lay out the basic framework for foreign investment
in China, classifying businesses into three categories with regard to foreign investment:
“encouraged,” “restricted,” and “prohibited.” Industries not listed in the Encouraging Catalog
are generally deemed as falling into a fourth category “permitted” unless specifically restricted
by other PRC laws.

According to the Catalog of Industries for Encouraging Foreign Investment (2022
Version) ( {SZEIAME & 7E 2 H $%(20224F M) ) ) (Order No. 52 of the National Development
and Reform Commission of the People’s Republic of China and the Ministry of Commerce of
the People’s Republic of China), which became effective on January 1, 2023, the Catalog of
Industries for Encouraging Foreign Investment includes the National Catalog of Industries for
Encouraging Foreign Investment and the Catalog of Advantageous Industries for Foreign
Investment in the Central and Western Regions, and the Catalog of Industries for Encouraging
Foreign Investment (2020 Version) that came into effect on December 27, 2020 shall be
abolished. According to the Special Administrative Measures for Access of Foreign
Investments (Negative List) (2021 Version) ( {ZM45 & HEA Ry Il FRAE HE (& T 5 (2021 4F
Ji)) ) (Order No. 47 of the National Development and Reform Commission of the People’s
Republic of China and the Ministry of Commerce of the People’s Republic of China), which
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became effective on January 1, 2022, foreign-invested enterprises investing in China shall
comply with the relevant provisions of the negative list for foreign investment access, and the
2020 version of the Negative List for Foreign Investment Access issued by the NDRC and the
Ministry of Commerce on June 23, 2020 shall be abolished.

REGULATIONS RELATING TO PRODUCT LIABILITY AND CONSUMER
PROTECTION

According to the Product Quality Law of the People’s Republic of China ( {913 A 3
B2 & #15) ) (Order No. 22 of the President of the People’s Republic of China), which
became effective on September 1, 1993 and was last amended and implemented on December
29, 2018, it is prohibited to produce or sell industrial products which do not conform to the
standards and requirements for the protection of human health and personal and property
safety. Manufacturers shall be responsible for the quality of products they produce. The marks
on the products or the packages thereof shall be authentic. Sellers shall establish and
implement the system of examination and acceptance of goods procured, to verify the product
quality certificates and other marks. Sellers shall adopt measures to maintain the quality of
products for sale. Sellers may not sell any product that is eliminated and the sale of which is
stopped by State orders, or any expired and deteriorated product. Manufacturers shall be
responsible for compensating for the injury to a person or damage to property other than the
defective products per se due to the defects of products. Sellers shall be responsible for
compensation if the injury to a person or damage to the property of others are caused by defects
resulting from the fault on the part of sellers. If personal injury or damage to the property of
others is caused due to the defects of products, the victims may claim for compensation from
either the manufacturers or sellers. Manufacturers or sellers producing or selling sub-standard
and prohibited products shall be ordered to stop production and sale; the products illegally
produced and sold shall be confiscated; a high fine shall be imposed upon the manufacturer or
seller; where there are illegal proceeds, such proceeds shall be confiscated; if the
circumstances are serious, the business license shall be revoked. If crimes are constituted,
criminal liabilities shall be investigated.

According to the Civil Code of the People’s Republic of China ( 13 A RALANE] Rk
#) ) (Order No. 45 of the President of the People’s Republic of China) (the “PRC Civil
Code”), which became effective on January 1, 2021, where a defect of a product causes
damage to another person, the manufacturer shall bear tort liability, the infringed person may
claim compensation against the manufacturer or the seller of the product. Where a defect is
caused by the manufacturer, the seller who has paid compensation has the right to
indemnification against the manufacturer. Where a defect is caused by the fault of the seller,
the manufacturer who has paid compensation has the right to indemnification against the seller.
Where the damage is caused by a defect of a product due to the fault of a third person, such
as a transporter or a warehouser, the manufacturer or seller of the product shall, after paying
compensation, have the right to indemnification against the third person. Where a manufacturer
or seller manufactures or sells a product knowing that the product is defective, or failing to take
remedial measures, so that death or serious physical harm is caused to another person, the
infringed person has the right to request for the corresponding punitive damages.
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According to the Law of the People’s Republic of China on Protection of Consumer
Rights and Interests ( 3 A R ILAN [ 25 M4 (R 7% ) ) (Order No. 7 of the President of
the People’s Republic of China), which became effective on January 1, 1994 and was last
amended and implemented on March 15, 2014, consumers shall, in their purchasing and using
commodities or receiving services, enjoy the right of the inviolability of their personal and
property safety. Consumers shall enjoy the right to obtain true information of the commodities
they purchase and use or the services they receive, the right of free choice of commodities or
services, the right of fair deal, the right that their human dignity, national customs and habits
are respected, and the right to have personal information protected in accordance with the law.
Business operators shall, in their supply of commodities and services to consumers, comply
with the provisions of this law.

According to the E-Commerce Law of the People’s Republic of China ( (% A RILHN
Bl FE ¥ Fi#51%) ) (Order No. 7 of the President of the People’s Republic of China), which
became effective on January 1, 2019, e-commerce business operators shall mean natural
persons, legal persons and unincorporated organizations that engage in business activities of
sale of goods or provision of services through Internet and other information network,
including e-commerce platform operators, business operators using the platform, and
e-commerce business operators that sell goods or provide services through their own website
or other network services. E-commerce business operators engaging in business activities shall
adhere to the principles of voluntary participation, equality, fairness and integrity, comply with
laws and business ethics, participate in market competition fairly, perform the obligations of
consumer rights and interests protection, environmental protection, intellectual property
protection, cybersecurity and protection of personal information, etc., undertake product and
service quality responsibilities, and accept government and public supervision. According to
the Provisions of the Supreme People’s Court on Several Issues Concerning the Application of
Law in the Trial of Cases of Disputes over Online Consumption (1) ( {Hm A F 2% B B A 2 3
AAHE I MM Ay R R A TREMBE(—)) ) (Fa Shi [2022] No. 8), which became
effective on March 15, 2022, the standard clauses provided by the e-commerce operators in the
relevant circumstances are invalid, and provisions are made on the recognition of responsible
parties of e-commerce operation and civil liabilities in live-streaming marketing. Pursuant to
currently effective PRC laws and regulations regarding product liability, the Company may be
held liable for damages caused to others due to defects in its products. The Company
confirmed, during the Track Record Period and up to the Latest Practicable Date, it did not
receive any product quality complaints from consumers that had a material adverse impact on
its operations, and in line with the industry practice, the Company has not purchased any
product liability insurance.

REGULATIONS RELATING TO UNFAIR COMPETITION

According to the Anti-Unfair Competition Law of the People’s Republic of China (
#e N RILFIE RO IEE #EF%) ) (Order No. 29 of the President of the People’s Republic of
China) (the “Anti-Unfair Competition Law”), which became effective on December 1, 1993
and was last amended and implemented on April 23, 2019, act of unfair competition means that
in its production or distribution activities, an operator disrupts the order of market competition
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and causes damage to the lawful rights and interests of the other businesses or consumers, in
violation of the Anti-Unfair Competition Law. Operators shall, in their production and
distribution activities, adhere to the principles of voluntary participation, equality, fairness and
integrity, and comply with laws and business ethics. Operators who violate the provisions of
the Anti-Unfair Competition Law will bear corresponding civil, administrative or criminal
liabilities according to the specific circumstances.

According to the Interim Provisions on Banning Commercial Bribery ( BR2E 11 7 3£ 06
AT A4 R E ) ) (Order No. 60 of the State Administration for Industry and Commerce of
the People’s Republic of China) (the “Provisions on Banning Commercial Bribery”), which
became effective on November 15, 1996, commercial bribery refers to an act of offering money
or property or using other means by an operator to the other entity or individual for the
purposes of selling or buying goods, among which other means refer to the means used to
provide any types of benefits other than money or property. Operators who sell or purchase
goods through bribery may be fined and have the illegal proceeds confiscated, depending on
the circumstances; if a crime is committed, the operator will be held criminally liable in
accordance with the law.

LAWS AND REGULATIONS RELATING TO LAND AND THE DEVELOPMENT OF
CONSTRUCTION PROJECTS

Regulations on Land Grants

According to the Land Administration Law of the People’s Republic of China ( {H%#E A
FALANE - HE HE7%) ) (Order No. 32 of the President of the People’s Republic of China) (the
“Land Administration Law”), which became effective on January 1, 2020, the land can be
classified by use into agricultural land, construction land, and unused land. The construction
land can be further classified into state-owned and collectively managed construction land, and
land users may obtain the land use right of the construction land according to the Land
Administration Law.

Regulations on Planning of a Construction Project

According to the Urban and Rural Planning Law of the People’s Republic of China ( {*
#E N AL WA #]%) ) (Order No. 29 of the President of the People’s Republic of
China), which became effective on April 23, 2019, for a construction project for which the right
to use of state-owned land is extended through transfer, the construction unit shall, after
obtaining the approval, verification and the recorded documents and signing the contract for
transfer of the right to use of state-owned land, apply to the department in charge of urban and
rural planning for a permit for planned use of land for construction. For the construction of
buildings, structures, roads, pipelines and other projects in an area covered by the plan of a city
or town, the construction unit or individual shall apply for a permit for a planned construction

project to the department in charge of urban and rural planning.
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After obtaining a permit for a planned construction project, subject to certain exceptions,
a construction unit shall, before the commencement of the construction work, apply for a
construction work commencement permit from the construction authority under the local
people’s government at the county level or above in accordance with the Construction Law of
the People’s Republic of China ( {*# A RILANE #5E7%) ) (Order No. 29 of the President of
the People’s Republic of China), which became effective on April 23, 2019.

According to the Regulation on the Quality Management of Construction Projects ( (%
B TFEE B TH]) ) (Order No. 714 of the State Council of the People’s Republic of
China), which became effective on April 23, 2019, and the Administrative Measures for the
Filing of As-built Inspection of Housing, Building and Municipal Infrastructure Projects ( {7
JE R SRR TT R B R AR 2 BRI A SR ) ) (Order No. 2 of the Ministry of Housing
and Urban-Rural Development of the People’s Republic of China), which became effective on
October 19, 2009, after the construction unit receives a project completion report, it shall
organize the entities of design, construction, project supervision, etc. to conduct completion-
based check and acceptance. A construction unit shall conduct filing with the competitive
construction department of government at or above the county level at the place where the
project is located within 15 days from the date on which the as-built inspection of the project
is passed.

REGULATIONS ON LEASING

According to the Urban Real Estate Administration Law of the People’s Republic of
China ( (e A R ILFNE T 55 HizE B #27%) ) (Order No. 32 of the President of the People’s
Republic of China), which became effective on January 1, 2020, when leasing a house, the
lessor and lessee shall sign a written lease contract, prescribing such provisions as the leasing
term, use of the house, rental and repair liabilities, and other rights and obligations of both
parties; and go through registration procedures for record with the real estate administration
department.

According to the PRC Civil Code, a lessee may, upon the lessor’s consent, sublease the
leased object to a third person. The lease contract between the lessee and the lessor shall
continue to be valid despite the sublease by the lessee, and if the third person causes loss to
the leased object, the lessee shall bear the liability for compensation. Where a lessee subleases
the leased object without the consent of the lessor, the lessor may rescind the contract. Where
a lessee, upon consent of the lessor, subleases the leased object to a third person, if the term
of the sublease exceeds the remaining term of the lessee, the sublease in the period in excess
of the original term shall not be legally binding on the lessor unless otherwise agreed by the
lessor and the lessee.

According to the Administrative Measures for Commodity House Leasing ( {75 E
EEHBHE) ) (Order No. 6 of the Ministry of Housing and Urban-Rural Development of the
People’s Republic of China), which became effective on February 1, 2011, the parties to the
house leasing shall sign a lease contract according to laws, and the lease contract shall be
registered with the relevant construction or real estate authorities at the city or county level
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within 30 days after its signing. If the contents of the house lease registration and filing are
changed, the lease is renewed or the lease is terminated, the parties concerned shall, within 30
days, go to the original lease registration and filing department to go through the formalities
for the modification, renewal or cancelation of the house lease registration and filing. A house
falling within any of the following circumstances may not be leased: (i) it is an illegally built
house; (ii) it fails to conform to the mandatory standards for project construction with respect
to safety and disaster prevention; (iii) the original use of the house has been changed in
violation of the relevant provisions; or (iv) it falls within any other circumstance under which
it is prohibited by any law or regulation from being leased. If the parties involved in the house
leasing fail to go through the registration and filing procedures or violate the above regulations,
the parties involved in the house leasing will be ordered to make corrections, and if they fail
to make corrections within the time limit, they will be fined.

REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION AND WORK
SAFETY

Environmental Impact Appraisal

According to the Regulations on the Administration of Construction Project
Environmental Protection ( (GaIHH BRIFIREEILMRG]) ) (Order No. 682 of the State
Council of the People’s Republic of China), which became effective on November 29, 1998 and
was last amended and implemented on October 1, 2017, depending on the impact of the
construction project on the environment, a construction unit shall submit an environmental
impact report or an environmental impact statement, or file a registration form. As to a
construction project, for which an environmental impact report or the environmental impact
statement is required, the construction unit shall, before the commencement of construction,
submit the environmental impact report or the environmental impact statement to the relevant
authority at the environmental protection administrative department for approval. If the
environmental impact assessment documents of the construction project have not been
examined or approved upon examination by the approval authority in accordance with the law,
the construction unit shall not commence the construction.

According to the Law of the People’s Republic of China on Environmental Impact
Assessment ( (HHHEN LA F BRIG R 25548 1L) ) (Order No. 24 of the President of the
People’s Republic of China), which became effective on September 1, 2003 and was last
amended and implemented on December 29, 2018, depending on the impact of the construction
project on the environment, a construction unit shall prepare an environmental impact report
or an environmental impact statement, or file a registration form. Where any construction unit
fails to submit the environmental impact report and environmental impact statement of the
construction project for examination and approval according to the law, or fails to submit a new
report for approval or re-examine the environmental impact report and environmental impact
statement in accordance with the provisions of this Law, and commences construction without
authorization, it may be ordered to stop the construction, and according to the seriousness and
consequences of the violation, be fined and ordered to restore the original state.
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REGULATIONS ON CYBERSECURITY AND PRIVACY

According to the Constitution of the People’s Republic of China ( (H 3 A\ R ILFNEH 3
%) ) (Announcement No. 1 of the National People’s Congress of the People’s Republic of
China), which became effective on March 11, 2018, it is clearly stipulated that the freedom of
communication and privacy of Chinese citizens are protected by Chinese laws and are
inviolable rights. Chinese government authorities have promulgated laws and regulations
relating to information security on the Internet and the protection of personal information from
misuse or unauthorized disclosure, including the Decision of the Standing Committee of the
National People’s Congress on Preserving Network Security ( (ZH ARREXERGHEHLZE S
BN AEE B A 2 2R E) ), which became effective on December 28, 2000 and was
amended and implemented on August 27, 2009, the Provisions on the Technical Measures for
the Protection of the Security of the Internet ( (ELIFiHH %L 2 RFEFMTE A E) ) (Order No.
82 of the Ministry of Public Security of the People’s Republic of China), which became
effective on March 1, 2006, the Decision of the Standing Committee of the National People’s
Congress on Strengthening Information Protection on Networks ( (&E A RMAERK G HHZ
BB s 45 BAAER LE) ), which became effective on December 28, 2012, and the
Several Provisions on Regulating the Market Order of Internet Information Services ( <K&
H G BG4 THLE ) ) (Order No. 20 of the Ministry of Industry and
Information Technology of the People’s Republic of China), which became effective on March
15, 2012.

The Provisions on Protecting the Personal Information of Telecommunications and
Internet Users ( ({5 A B BAH F A5 EIR#RIE) ) (Order No. 20 of the Ministry of
Industry and Information Technology of the People’s Republic of China) (the “Provisions on
Protecting the Personal Information”), which became effective on September 1, 2013,
regulates collection and use of users’ personal information in the process of provision of
telecommunications services and Internet information services within the territory of China.
Telecommunications service operators and Internet information service providers shall
formulate the rules for collection and use of users’ personal information and publish such rules
in their business or service premises or on their websites, among others. Without the consent
of users, no telecommunications service operator or Internet information service provider may
collect and use users’ personal information. When collecting and using users’ personal
information, telecommunications service operators and Internet information service providers
shall clearly inform users of the purpose, manner and scope for collection and use of
information, the channels for inquiry and correction of information, the consequences from
refusal to provide information and other relevant matters. Telecommunications service
operators, Internet information service providers and their employees shall keep users’
personal information collected and used in the course of providing services strictly
confidential, and shall not disclose, falsify, destroy, sell or illegally provide it to others.
Telecommunications service operators and Internet information service providers shall stop
collecting and using users’ personal information after users terminate their use of
telecommunications services or Internet information services, and provide users with services
to cancel their numbers or accounts.
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The Provisions on Protecting the Personal Information further define that users’ personal
information means a user’s name, date of birth, identity card number, address, telephone
number, account number, passwords and other information with which the identity of the user
can be distinguished independently or in combination with other information, as well as the
time, and place of the user using the service and other information. In addition, according to
the Interpretation of the Supreme People’s Court and the Supreme People’s Procuratorate on
Several Issues concerning the Application of Law in the Handling of Criminal Cases of
Infringing on Citizens’ Personal Information ( i AN BRIERE ~ f5cim A AR B BE A HEEUZ 0
23 BRARAR BT S vk o TR A9 MERE) ) (Fa Shi [2017] No. 10), which became
effective on June 1, 2017, personal information means all kinds of information recorded in
electronic form or any other form, which can be used, independently or in combination with
other information, to identify personal identity or reflect personal activities, including but not
limited to the person’s name, identity certificate number, communication and contact
information, address, account number, password, property status, and whereabouts.

According to the Amendment (IX) to the Criminal Law of the People’s Republic of China
( (e N RILFEIREAE IE 2 (JL)) (Order No. 30 of the President of the People’s Republic of
China), which became effective on November 1, 2015, any network service provider that fails
to perform the information network security management obligation as prescribed in any law
or administrative regulation and refuses to make corrections after being ordered by the
regulatory authority to take correction measures shall be sentenced to criminal penalties under
any of the following circumstances: (i) causing the spread of a large amount of illegal
information; (ii) causing the leakage of users’ information, with serious consequences; (iii)
causing the loss of criminal case evidence, with serious circumstances; or (iv) any other serious
circumstance. In addition, any individual or entity that (i) sells or provides to any other person
any personal information in violation of any relevant regulations, or (ii) illegally obtains any
personal information by stealing or other methods shall be subject to criminal penalties if the
circumstances are serious.

According to the Cybersecurity Law of the People’s Republic of China ( {3 A [ILF
Bl 445 415) ) (Order No. 53 of the President of the People’s Republic of China), which
became effective on June 1, 2017, network operators shall take technical measures and other
necessary measures to ensure the security of the personal information they have collected and
prevent such information from being divulged, damaged or lost. If personal information has
been or may be divulged, damaged or lost, it is necessary to take remedial measures
immediately, inform users in time according to the provisions and report to the relevant
competent departments. In addition, according to the Data Security Law of the People’s
Republic of China ( (¥ A\ RILFIEHPFE % 21%5) ) (Order No. 84 of the President of the
People’s Republic of China) (the “Data Security Law”), which became effective on September
I, 2021, “data” means any record of information in electronic or any other form. “Data
processing” includes but is not limited to the collection, storage, use, processing, transmission,
provision, and public disclosure of data. In data processing, a sound data security management
system throughout the whole process shall be established, data security education and training
shall be organized and conducted, and corresponding technical measures and other necessary
measures shall be adopted to ensure data security. Moreover, according to the Measures for
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Cybersecurity Review ( (AI4& L 2B A L) ) (the “Measures for Review”) (Order No. 8 of
the Cyberspace Administration of China, the National Development and Reform Commission,
the Ministry of Industry and Information Technology, the Ministry of Public Security, the
Ministry of State Security, the Ministry of Finance, the Ministry of Commerce of the People’s
Republic of China, the People’s Bank of China, the State Administration for Market
Regulation, the National Radio and Television Administration, the China Securities Regulatory
Commission, the National Administration of State Secrets Protection, and the State
Cryptography Administration), which became effective on February 15, 2022, online platform
operators holding personal information of more than 1 million users seeking to be listed abroad
shall apply for the cybersecurity review to the office of cybersecurity review. Critical
information infrastructure operators purchasing network products and services shall predict the
national security risks that may arise after the products and services are put into use. If it
affects or may affect national security, a cybersecurity review should be declared to the office
of cybersecurity review.

According to the Notice of the Cyberspace Administration of China on the Solicitation of
Public Opinions on Regulations on the Administration of Cyber Data Security (Draft for
Comments) (<5 G5 415 I A 28 B < 45 0 22 24 PRAG A9 (RRIOR 7 SRR ) > A B BCR 8
SR EN) ) (the “Draft Regulations on Cyber Data Security”) issued on November 14,
2021, data processing operators processing personal information of more than 1 million users
and seeking to be listed abroad or data processing operators seeking to be listed in Hong Kong,
which affects or may affect the national security, shall apply for the cybersecurity review in
accordance with the relevant provisions of the State. Furthermore, according to the Measures
for the Security Assessment of Outbound Data Transfer ( {E§ H 5L 255 HFE) ) (Order
No. 11 of the Cyberspace Administration of China), which became effective on September 1,
2022, to provide data abroad under any of the following circumstances, a data processing
operator shall apply to the national cyberspace administration for the security assessment of the
outbound data transfer through the local provincial cyberspace administration: (i) the data
processing operator provides important data abroad; (ii) the critical information infrastructure
operator or the data processing operator processing personal information of more than 1
million users provides personal information abroad; (iii) the data processing operator that has
provided the personal information of over 100,000 people or the sensitive personal information
of over 10,000 people cumulatively since January 1 of the previous year provides personal
information abroad; and (iv) any other circumstance where an application for the security
assessment of outbound data transfer is required by the national cyberspace administration.

REGULATIONS RELATING TO INTELLECTUAL PROPERTY
China is a signatory to the primary international conventions on intellectual property

rights and has been a member of the Agreement on Trade Related Aspects of Intellectual
Property Rights since its accession to the World Trade Organization in December 2001.
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Copyright

According to the Copyright Law of the People’s Republic of China ( {3 A\ RILHEH
FVEMED) ) (Order No. 62 of the President of the People’s Republic of China) (the
“Copyright Law”), which became effective on June 1, 2021, copyright protection is extended
to Internet activities, products disseminated over the Internet and software products. In
addition, there is a voluntary registration system administered by the China Copyright
Protection Center. According to the Copyright Law, Chinese citizens, legal persons, or other
organizations shall own copyright in their copyrightable works, whether published or not,
which include ingenious intellectual achievements in the fields of literature, art and science
that can be presented in a certain form. Copyright owners enjoy certain legal rights, including
a series of personal rights and property rights, such as the right of publication, the right of
authorship, the right of alteration, the right of reproduction and the right of integrity. An
infringer of the copyrights shall be subject to various civil liabilities, which include ceasing
infringement activities, apologizing to the copyright owners and compensating the loss of
copyright owners. Infringers of copyright may also subject to fines and/or administrative or
criminal liabilities in severe situations.

Trademark

According to the Trademark Law of the People’s Republic of China ( {H% A RILHNH
FEEE) ) (Order No. 29 of the President of the People’s Republic of China), which became
effective on November 1, 2019, the Trademark Office of the administrative department for
industry and commerce under the State Council shall take charge of trademark registration and
administration across the country. The administrative department for industry and commerce
under the State Council shall establish a Trademark Review and Adjudication Board
responsible for resolving trademark disputes. The period of validity of a registered trademark
shall be 10 years, commencing from the day when the registration is approved. Where a
trademark registrant intends to continue using the registered trademark upon expiry of the
validity period of registration, the trademark registrant shall go through the renewal procedure
within 12 months prior to the expiry date in accordance with relevant provisions; where the
registrant fails to do so during the said time limit, an extension of six months may be granted.
Each renewal of registration shall be valid for ten years calculating from the date immediately
following the expiry date of the last validity period of the trademark. If no application for
renewal is filed upon the expiry of the extension period, the registered trademark shall be
canceled. The Implementing Regulations of the Trademark Law of the People’s Republic of
China ( T2 A\ RILHNE B R E i B1) ) (Order No. 651 of the State Council of the
People’s Republic of China), which became effective on May 1, 2014, sets out the requirements
of applying for trademark registration and renewal.
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Patent

According to the Patent Law of the People’s Republic of China ( e A R B 27|
%) ) (Order No. 55 of the President of the People’s Republic of China) (the “Patent Law”),
which became effective on June 1, 2021, and the Implementation Rules of the Patent Law of
the People’s Republic of China ( {13 A RICFIE H AL EEANH]) ) (the “Implementation
Rules of the Patent Law”), which became effective on January 20, 2024, the patent
administrative department under the State Council is responsible for the administration of
patent-related work nationwide and the patent administration departments of provincial or
autonomous regions or municipal governments are responsible for administering patents within
the respective administrative areas. The Patent Law and the Implementation Rules of the Patent
Law provide for three types of patents, namely inventions, utility models and designs.
Invention patents are valid for twenty years, while utility model patents are valid for ten years,
and design patents are valid for fifteen years, in each case from the date of application. The
Chinese patent system adopts a “first come, first file” principle, which means that where more
than one person files a patent application for the same invention, a patent will be granted to
the person who files the application first. An invention or a utility model must possess novelty,
inventiveness and practical applicability to be patentable. Third parties must obtain consent or
a proper license from the patent owner to use the patent. Otherwise, the unauthorized use
constitutes an infringement on the patent rights.

Domain Names

According to the Administrative Measures for Internet Domain Names ( B4 3842 &
FEHEED) ) (Order No. 43 of the Ministry of Industry and Information Technology of the
People’s Republic of China), which became effective on November 1, 2017, domain name
owners are required to register their domain names, while the Ministry of Industry and
Information Technology is responsible for managing China’s Internet domain names. In
principle, domain name services are implemented on a “first applied, first registered” basis.
Applicants for domain name registration should provide true, accurate and complete domain
name registration information and sign a registration agreement with the domain name
registration service provider.

REGULATIONS RELATING TO FOREIGN EXCHANGE

According to the Administrative Regulations on Foreign Exchange of the People’s
Republic of China ( H 3 A R ILFNE S EE FEMAH]) ) (Order No. 532 of the State Council of
the People’s Republic of China) (the “Foreign Exchange Regulations”), which became
effective on April 1, 1996 and was last amended and implemented on August 5, 2008, Renminbi
is generally freely convertible for payments of current account items, such as trade and
service-related foreign exchange transactions and dividend payments, but is not freely
convertible for capital account items, such as direct investment or engaging in the issuance or
trading of negotiable securities or derivatives unless the prior approval by the competent
authorities for the administration of foreign exchange is obtained. According to the Foreign
Exchange Regulations, foreign-invested enterprises in the PRC may purchase foreign exchange
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without the approval of the SAFE for paying dividends by providing certain evidencing
documents (board resolutions, tax certificates, etc.) or for trade and services-related foreign
exchange transactions by providing commercial documents evidencing such transactions.
Those enterprises are also allowed to retain foreign currency (subject to a cap approved by the
SAFE) to satisfy foreign exchange liabilities. In addition, foreign exchange transactions
involving overseas direct investment or investment and trading in securities, derivative
products abroad are subject to registration with the competent authorities for the administration
of foreign exchange and the approval or filings with the relevant government authorities (if

necessary).

According to the Circular of the SAFE on Further Simplifying and Improving Policies for
Foreign Exchange Administration for Direct Investment ( <[H 5 51 457 35 ) B A 4 — 2B i L 0
O B EBCEAME BEEUCR A0 M) ) (Huifa [2015] No. 13) (the “Circular 13”), which
became effective on June 1, 2015 and was last amended and implemented on December 30,
2019, banks shall, in accordance with the Circular 13, directly verify and handle the
registration of foreign exchange under domestic and overseas direct investment, while the
SAFE and its branches shall conduct through banks indirect regulation over registration of
foreign exchange.

According to the Circular of the SAFE Concerning Reform of the Administrative
Approaches to Settlement of Foreign Exchange Capital of Foreign-invested Enterprises ( [
R 5/ ME Y LR R T TS/ g 43 4 S A/ e AR < 45 MR BT U9 1) ) (Hui Fa [2015] No.
19), which became effective on June 1, 2015 and was last amended on December 30, 2019,
foreign-invested enterprises conduct voluntary settlement of foreign exchange. Voluntary
settlement means that foreign exchange capital in the foreign-invested enterprises’ capital
account, recognized by the local foreign exchange authority as the right and interest of cash
contribution (or registered by the bank for accounting entry of cash contribution), can be
settled in banks according to its actual business requirements. The provisional percentage for
the voluntary settlement of foreign exchange capital of foreign-invested enterprises is 100
percent. RMB funds from the voluntary settlement of foreign exchange capital are included in
management of accounts for foreign exchange settlement and pending payment. If a
foreign-invested enterprise needs to make further payments through this settlement account, it
still needs to provide supporting documents and go through the bank’s examination and

approval process.

According to the Circular of the SAFE on the Policies for Reforming and Standardizing
Management of Foreign Exchange Settlement under the Capital Account ( {EIZ/MER )= H
JABCHE AN A TE H 45 M PLECR A AT) ) (Hui Fa [2016] No. 16) (the “Circular 16”),
which became effective on June 9, 2016 and was last amended on December 4, 2023, domestic
players, Chinese or foreign-invested enterprises, but not financial institutions, can go through
foreign exchange settlement procedures for their external debt at their discretion. Circular 16
sets out uniform standards for the voluntary settlement of foreign exchange receipts under the
capital account (including but not limited to foreign exchange capital, external debt and funds
recovered from overseas listing), and applies to all enterprises incorporated in China. Circular
16 stipulates that a domestic institution shall comply with the following regulations in using
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foreign exchange receipts under the capital account and the RMB funds gained from foreign
exchange settlement: (I) they shall not be used directly or indirectly as the expenses beyond the
business scope or the expenses prohibited by laws and regulations; (II) unless otherwise
expressly specified, they shall not be used directly or indirectly in securities investment or
other investment and wealth management except for financial products and structured deposits
with risk rating results not higher than level 2; (III) they shall not be used to issue loans to
non-associated companies, except the cases expressly allowed in the business scope; (IV) they
shall not be used to buy non-self-use real estate (excluding enterprises engaged in real estate
development and real estate leasing).

According to the Circular of the SAFE on Further Promoting Cross-border Trade and
Investment Facilitation ( (EIZHMEE IS BN HE— L ER I E ) B G ERL ) )
(Hui Fa [2019] No. 28), which became effective on October 23, 2019 and was last amended on
December 4, 2023, while investment-oriented foreign investors (including foreign investment
companies, foreign venture capital investment companies and foreign equity investment
companies) are allowed for domestic equity investments with their capital in compliance with
laws and regulations, non-investment-oriented foreign investors shall also be allowed to make
domestic equity investments with their capital, provided that they comply with the existing
special management measures on market access for foreign investors (negative list) and the
projects they intend to invest in are authentic and comply with regulations.

According to the Circular of the SAFE on Further Deepening Reforms to Promote
Cross-Border Trade and Investment Facilitation ( <[ Z4MEE 2R B — 2 AL oo e i
5 by BOEAE AL 4@ A1) ) (Hui Fa [2023] No. 28), which became effective on December
4, 2023, domestic equity transferors (including institutions and individuals) may remit directly
into the capital project settlement account the funds received from domestic entities as
consideration for equity transfers paid in foreign currencies, as well as the foreign exchange
funds raised by domestic enterprises listed abroad. The funds in the capital project settlement
account can be independently settled and utilized. Funds received by a domestic equity
transferor from a foreign-invested enterprise as consideration for equity transfer paid in RMB
funds derived from foreign exchange settlement (from RMB funds in the account for direct
foreign exchange settlement or in the account for settlement of foreign exchange pending
payment) may be directly transferred to the RMB account of the domestic equity transferor.

REGULATIONS RELATING TO TAXATION
Enterprise Income Tax

According to the Corporate Income Tax Law of the People’s Republic of China ( (%
N RN A 2E 15815 ) ) (Order No. 23 of the President of the People’s Republic of China)
(the “Corporate Income Tax Law”), which became effective on January 1, 2008 and was last
amended and implemented on December 29, 2018, and the Implementing Rules of the
Corporate Income Tax Law of the People’s Republic of China ( ™13 A R I:ANE {2 P 158l
BYEMaRH) ) (Order No. 714 of the State Council of the People’s Republic of China), which
became effective on January 1, 2008 and was amended and implemented on April 23, 2019,
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within the territory of the People’s Republic of China, enterprises and other organizations that
derive income shall pay enterprise income tax. Enterprises are classified into resident and
non-resident enterprises according to the Corporate Income Tax Law. Resident enterprise refers
to an enterprise that is established inside China, or which is established under the law of a
foreign country (region) but whose actual office of management is inside China. Such
enterprises are subject to enterprise income tax at a flat rate of 25% on their worldwide income.
It also provides that qualified “small profit enterprises” are subject to a reduced enterprise
income tax rate of 20%, while “advanced and new technology enterprises,” which the
government of China needs to support, are subject to a reduced enterprise income tax rate of
15%. Under certain circumstances, enterprise income tax may be exempted or reduced, or may
be subject to preferential enterprise income tax rates.

Value Added Tax

According to the Interim Regulation of the People’s Republic of China on Value Added
Tax ( (F#FENRILFERIEEBE1T6E]) ) (Order No. 691 of the State Council of the People’s
Republic of China), which became effective on January 1, 1994 and was last amended and
implemented on November 19, 2017, and the Implementation Rules of the Interim Regulation
of the People’s Republic of China on Value Added Tax ( <=3 A R AN B 3% (BBl 1 710 B BT
4 Al ) (Order No. 65 of the Ministry of Finance of the People’s Republic of China), which
became effective on December 25, 1993 and was last amended and implemented on November
1, 2011, entities and individuals that sell goods or labor services of processing, repair or
replacement, or import goods within the territory of China shall pay value-added tax (the
“VAT”). Unless otherwise indicated, the VAT rates on sales of goods and services are 17% and
6%, respectively.

According to the Circular of the Ministry of Finance and the State Administration of
Taxation on Adjusting VAT Rates ( CBFECER - BB AR B df B IG(EBIBLRAVEA) ) (Cai
Shui [2018] No. 32) (the “Circular 32”), which became effective on May 1, 2018, (i) the tax
rates of 17% and 11% applicable to any taxpayer’s VAT taxable sale or import of goods shall
be adjusted to 16% and 10%, respectively; (ii) the deduction rate of 11% applicable to any
taxpayer’s purchase of agricultural products shall be adjusted to 10%; (iii) where a taxpayer
purchases the agricultural products used for production and sale or consigned processing of
goods to which the tax rate of 16% applies, the input tax shall be calculated at the deduction
rate of 12%; (iv) the tax rates of 17% and export tax rebate rate of 17% applicable to export
goods shall be adjusted to 16% for export tax rebate rate; and (v) the tax rates of 11% and
export tax rebate rate of 11% applicable to export goods and cross-border taxable acts shall be
adjusted to 10% for export tax rebate rate. In addition, according to the Announcement of the
Ministry of Finance, the State Taxation Administration and the General Administration of
Customs on Relevant Policies for Deepening the VAT Reform ( {PAELHS ~ BiBsH )= ~ R4
BB AL B (E R MO BIEUR /A H) ) (Announcement No. 39 of 2019 of the Ministry of
Finance of the People’s Republic of China, the State Taxation Administration and the General
Administration of Customs of the People’s Republic of China), which became effective on
April 1, 2019, if the general taxpayers of VAT have VAT taxable sales behavior or import
goods, the VAT rate for them originally subject to 16% and 10% will drop to 13% and 9%,
respectively.
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Urban Maintenance and Construction Tax and Educational Surcharges

According to the Urban Maintenance and Construction Tax Law of the People’s Republic
of China ( (¥ N RILFE T 4EE E AL ) (Order No. 51 of the President of the
People’s Republic of China), which became effective on September 1, 2021, the payers of
excise tax and VAT are taxpayers of urban maintenance and construction tax, and shall pay
urban maintenance and construction tax in accordance with the provisions of this Law. The
tax rates shall be: 7% for taxpayers the domiciles of which/who are in urban areas; 5% for
taxpayers the domiciles of which/who are in county or township centers or; 1% for taxpayers
the domiciles of which/whom are in places other than urban areas, county and
township centers.

According to the Interim Provisions on the Collection of Educational Surcharges ( <X
BEEMINEITHE) ) (Order No. 588 of the State Council of the People’s Republic of
China), which became effective on July 1, 1986 and was last amended and implemented on
January 8, 2011, taxpayers of consumption tax, VAT and business tax shall pay educational
surcharges. The tax rate of education surcharges shall be 3% of the actual amount of VAT,
business tax and consumption tax paid by the entities and individuals and paid at the same time
respectively along with the VAT, business tax and consumption tax. It also provides that all
education surcharges paid by enterprises shall be paid out of sales revenue (or business

income).
Stamp Duty

According to the Stamp Duty Law of the People’s Republic of China ( {3 A\ R ILFNEH
EfERLIL) ) (Order No. 89 of the President of the People’s Republic of China), which became
effective on July 1, 2022, the entities and individuals that conclude taxable certificates, or
conduct securities transactions shall be taxpayers of stamp duty. Taxable certificates include
written contracts (loan contracts, financial lease contracts, purchase and sale contracts,
contract for contracting, construction contracts, transportation contracts, technology contracts,
leasing contracts, warehousing contracts, custodial contracts, property insurance contracts,
etc.), certificates of property rights transfer, business account books, securities transactions,
etc.

REGULATIONS RELATING TO EMPLOYMENT AND SOCIAL BENEFITS

According to the Labor Contract Law of the People’s Republic of China ( {913 A 3t
B4 8 &R L) ) (Order No. 73 of the President of the People’s Republic of China) (the
“Labor Contract Law”), which became effective on January 1, 2008 and was last amended
and implemented on July 1, 2013, and the Regulation on the Implementation of the Labor
Contract Law of the People’s Republic of China ( (" #E A RILFIE A5 8) & FEE MGG )
(Order No. 535 of the State Council of the People’s Republic of China) (the “Regulation on
the Implementation of the Labor Contract Law”), which became effective on September 18,
2008, to establish a labor relationship, a written labor contract shall be concluded. If the
employer has not concluded a written employment contract with the employee for more than
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one month and less than one year from the date of employment, the employer shall rectify the
situation by concluding a written employment contract with the employee and paying the
employee double the amount of the employee’s salary for the period from the day following the
expiration of one month from the date of the establishment of the employment relationship to
the day prior to the conclusion of the written employment contract. The Labor Contract Law
and the Regulation on the Implementation of the Labor Contract Law also provide for
compensation to be paid in certain cases of termination. In addition, an employer that intends
to enforce the non-competition provisions of an employment contract or non-competition
agreement with an employee is required to pay monthly compensation to the employee for a
limited period of time following the termination or expiration of the employment contract. In
most cases, the employer is also required to pay severance pay to the employee upon
termination of the employment relationship.

According to the Social Insurance Law of the People’s Republic of China ( {3 A K1t
B4 € RERE) ) (Order No. 25 of the President of the People’s Republic of China) (the
“Social Insurance Law”), which became effective on July 1, 2011 and was amended and
implemented on December 29, 2018, the Interim Regulation on the Collection and Payment of
Social Insurance Premiums ( (FEErREEBEE170%4%1) ) (Order No. 710 of the State
Council of the People’s Republic of China), which became effective on January 22, 1999 and
was last amended and implemented on March 24, 2019, and the Regulation on the
Administration of Housing Provident Funds ( {{EE ATEE&EHAEH]) ) (Order No. 710 of the
State Council of the People’s Republic of China) (the “Regulation on the Administration of
Provident Funds”), which became effective on April 3, 1999 and was last amended and
implemented on March 24, 2019, Chinese enterprises are required to participate in certain
employee benefit schemes, including social insurance funds and housing accumulation funds,
and to contribute to the funds an amount equal to a percentage of the salaries of the employees
as prescribed from time to time by the local government of the place where the enterprise
conducts business or where the enterprise is located.

According to the Social Insurance Law, an employer shall, within thirty days from the
date of incorporation of the entity, proceed with the business license, registration certificate or
entity seal to the local social insurance agency to apply for social insurance registration. An
employer shall, within thirty days after taking on labor, proceed to the social insurance agency
to apply for social insurance registrations on behalf of the employees. When an employer fails
to process social insurance registration, the social insurance administrative department shall
deliver to the employer concerned an order for rectification within a prescribed period. When
rectification does not occur at the expiry of the prescribed period, the employer shall be liable
for a fine in excess of its assessed social insurance contribution but less than its triple, and the
principals who bear direct responsibilities and other persons with direct responsibilities shall
be liable for a fine over RMB500 but less than RMB3,000. In addition, each employer shall
declare on its own and pay on time and in full social insurance contributions. The payment
shall not be deferred, or lowered in amount or exempted unless due to lawful causes such as
force majeure. When an employer fails to pay social insurance contributions on time and in
full, the social insurance contributions collecting agency shall place an order with the employer
demanding full payment within a prescribed period, and an overdue payment fine at the rate
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of 0.05% per day shall be levied as of the date of indebtedness. When the payment is not made
at the expiry of the prescribed period, a fine of not less than one time but not more than three
times the amount of the arrears shall be demanded by the authoritative administrative
department.

The Urgent Notice on Implementing the Spirit of the Executive Meeting of the State
Council in Stabilizing the Collection of Social Security Contributions ( <[ & #% B B b
BB O S U E O R AL AR RO AR 2 S AT ) promulgated by the General Office
of the Ministry of Human Resources and Social Security on September 21, 2018, an urgent
notice was issued on stabilizing the collection of social insurance contributions, pursuant to
which regions that undertake the functions and responsibilities of collecting and settling social
insurance contributions shall properly deal with the problem of historical unpaid arrears, and
be strictly prohibited to centrally collect the historical unpaid arrears of the enterprise by
themselves, and those who have already carried out centralized collection shall be rectified
immediately and properly do follow-up work.

The Notice on Implementing Measures to Further Support and Serve the
Development of Private Economy ( (BRI B i 1 — 20 S HRFFIIR S [ /8 ARG t Je oy T e i i) 4
A1) ) promulgated by the State Taxation Administration on November 16, 2018, requiring that
tax authorities at all levels shall ensure the stability of payment methods during the reform of
the social insurance contributions collection and management mechanism, and not organize
self-collection of arrears of taxpayers including private enterprises from the previous years.

The Notice on Promulgation of the Comprehensive Plan for the Reduction of Social
Insurance Premium Rate ( B ENEE<FRARAL & (R B 2 22555 07 E>HYEAT) ) promulgated by
the General Office of the State Council on April 1, 2019, clearly requiring that the historical
unpaid arrears of the enterprises shall be properly treated, and in the process of reformation of
the collection system, it is not allowed to conduct self-collection of historical unpaid arrears
from enterprises, and it is not allowed to adopt any method of increasing the actual payment
burden of small and micro enterprises to avoid causing difficulties in the production and
operation of the enterprises.

The Opinions on Carrying out the 2021 “I Do Practical Things for Taxpayer Payers and
Facilitate the People’s Tax Spring Breeze Action” ( B BHE2021 453K £ Bl A\ 42 A HFE
HEE RIFEEITEE ) ) promulgated by the State Taxation Administration on
February 11, 2021, requiring the implementation of the State Council’s “two prohibitions”
work requirements, and orderly carrying out normal collection of social insurance
contributions, and it is not allowed to conduct self-collection of historical unpaid arrears from
enterprises, and it is not allowed to increase the actual payment burden of small and micro
enterprises due to the transfer of social insurance contributions collection responsibilities.

According to the Regulation on the Administration of Provident Funds, a newly
established entity shall, within 30 days from the date of its establishment, undertake
registration of payment and deposit of housing provident fund with a housing provident fund
management center, and within 20 days from the date of the registration, go through the
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formalities of opening housing provident fund accounts on behalf of its staff and workers.
Otherwise, the housing provident fund management center shall deliver to the entity concerned
an order for rectification within a prescribed period. When rectification does not occur at the
expiry of the prescribed period, the entity shall be liable for a fine over RMB 10,000 but not
less than RMB50,000. Also, entities shall pay housing provident funds on time and in full, and
shall not be overdue in the payment and deposit or underpay. If an entity fails to pay housing
fund contributions within a time limit or underpays housing fund contributions, it shall be
ordered by the housing fund management center to pay the outstanding housing fund
contributions within a time limit; if it fails to pay the outstanding housing fund contributions
within the time limit, the housing fund management center may apply to the people’s court for
enforcement.

According to the Interim Provisions on Labor Dispatch ( (HIREE1THE) ) (Order
No. 22 of the Ministry of Human Resources and Social Security of the People’s Republic of
China), which became effective on March 1, 2014, the employers can only use dispatched
workers in temporary, auxiliary, or alternative jobs, and the number of dispatched workers
employed shall not exceed 10% of its total employment. According to the Labor Contract Law,
if a labor dispatch unit or an employer violates the relevant provisions, the labor administrative
department shall order it to make corrections within a time limit; if it fails to make corrections
within the time limit, it shall be liable for a fine over RMBS5,000 and less than RMB10,000 per
person. If the employer causes damage to the dispatched worker, the labor dispatch unit and
the employing unit shall be jointly and severally liable for compensation.

REGULATIONS AND LAWS RELATING TO OVERSEAS SECURITIES OFFERING
AND LISTING

According to the Trial Administrative Measures of Overseas Securities Offering and Listing
by Domestic Companies ( (FENASFEIRINEITREFHM LA EHHITHHE) ) (Announcement
[2023] No. 43 of the China Securities Regulatory Commission) (the “Trial Measures of
Overseas Listing”), which became effective on March 31, 2023, and the five relevant guidelines,
the Trial Measures of Overseas Listing introduced a new filing system, which requires domestic
enterprises that directly and indirectly issue and list overseas to file a filing report, legal opinion
and other relevant materials with the CSRC. The Trial Measures of Overseas Listing provides
that overseas listing is expressly prohibited in any of the following circumstances: (i) listing and
financing is expressly prohibited by laws, administrative regulations or relevant State
regulations; (ii) overseas issuance and listing may jeopardize national security as determined by
the competent authorities of the State Council in accordance with the law; (iii) there has been
corruption, bribery, embezzlement of property, misappropriation of property, or criminal offenses
against the order of socialist market economy by domestic enterprises, or by their controlling
shareholders or actual controllers within the last three years; (iv) where the domestic enterprise
is being investigated in accordance with the law for suspected crimes or major violations of laws
and regulations, and there is not yet a clear opinion on the conclusions; and (v) where there are
major disputes over ownership of the equity interests held by controlling shareholders, or
shareholders dominated by controlling shareholders or de facto controllers. When conducting
overseas issuance and listing activities, domestic enterprises shall strictly comply with national
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security laws, administrative regulations and relevant provisions on foreign investment, network
security, data security, etc., and effectively fulfill their obligations to safeguard national security.
Where security review is involved, they shall fulfill the relevant security review procedures in
accordance with the law before submitting their applications for issuance and listing to overseas
securities regulatory authorities and trading venues.

According to the Provisions on Strengthening Confidentiality and Archives
Administration of Overseas Securities Offering and Listing by Domestic Companies ( B
TR 58 N £ 23T AN AT 8 5 A L T AR B AR AR S B TAR RO AE) ) (Announcement [2023]
No. 44 of the China Securities Regulatory Commission, the Ministry of Finance, the National
Administration of State Secrets Protection and the National Archive Administration), which
became effective on March 31, 2023, a domestic enterprise, which provides, publicly discloses
to the relevant securities firms, securities service organizations, overseas regulatory bodies and
other units and individuals, or provides, publicly discloses through its overseas listing subjects,
etc., documents and information involving state secrets and the working secrets of state organs,
shall report to the competent department with approval authority for approval in accordance
with the law, and report to the confidentiality administrative department at the same level for
the record. Where a domestic enterprise provides accounting files or copies of accounting files
to relevant securities companies, securities service organizations, overseas regulatory bodies
and other units and individuals, it shall perform the corresponding procedures in accordance
with the relevant State regulations. Files such as working papers formed in China by securities
companies and securities service institutions that provide relevant securities services for
domestic enterprises’ overseas issuance and listing shall be stored in China. Documents that
need to leave the country are subject to approval procedures in accordance with the relevant
national regulations.
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HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

OVERVIEW

We are the leading Chinese premium beauty group. Founded in 2000 by the iconic figure
in China’s beauty industry, Mr. Mao, we have established a strong presence in the beauty
industry.

Our history dates back to July 2000 when the predecessor of our Company, namely
Hangzhou Mao Geping, was founded by Mr. Mao, one of our Controlling Shareholders, the
chairman of the Board and an executive Director. For the biographical details of Mr. Mao, see
“Directors, Supervisors and Senior Management.” In December 2015, our Company was
converted into a joint stock company with limited liability. As of the Latest Practicable Date,
our Company had an issued share capital of 200,000,000 Shares in a nominal value of
RMB1.00 each.

OUR KEY MILESTONES

The following is a summary of our Group’s key business development milestones:

Year Milestone

2000 ...l e The predecessor of our Company, Hangzhou Mao Geping, was
established.

+  Our flagship brand, MAOGEPING (FEX-1), was launched.

e Our first Institute of Makeup Artistry, Zhejiang Mao Geping
Institute of Makeup Artistry, was established.

2003 ...l e We launched our first counter in Shanghai’s Grand Gateway
Plaza (b Vit FETE R 7).

2005 ...l e We launched our counter in Hangzhou Wulin Intime
Department Store (MM EAMERZE HH).

2008 ... ... ... e We launched Love Keeps (2% %4:) to expand our brand

portfolio.

e Led by Mr. Mao, we served as the makeup artists for the
opening ceremony of the Beijing Olympics Games.

2009 ...l e We served as the makeup artists for the PRC National Day

military parade for the 60th anniversary of the founding of the
PRC.

~ 141 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

Year Milestone

2015 ... e Our Company was converted into a joint stock company with
limited liability.

2018 ... ... e We developed our first online store on Tmall.

2019 ... ...l e We developed “Eastern Aura Elegance” collection, which was
created in collaboration with the Cultural and Creative Institute
of the Palace Museum.

2021 ... e We served as the official designated beauty product and service

2022 and 2023. . ..

provider for the 19th Asian Games held in Hangzhou.

We served as the official sponsor of China’s artistic swimming
team and official partner of TEAM CHINA.

OUR MAJOR SUBSIDIARIES

As of the Latest Practicable Date, the following entities were our major subsidiaries

which had made a material contribution to our results of operation during the Track Record

Period:

Place of Date of Principal
Name of subsidiary incorporation incorporation Shareholding business activities
Mao Geping Technology PRC November 12, 100% R&D and wholesale
2009 of cosmetics
Zhejiang Huidu . .. .. PRC March 8, 2021 100%  E-commerce
business

Mao Geping Image

Hangzhou Love Keeps .

Hangzhou Keyunshi . . .

promotion and
sales of cosmetics

PRC August 10, 100%  Operation
2010 management of the
makeup artistry

training business

PRC November 7, 100% Sales of color
2013 cosmetics and
skincare products

PRC August 18, 100% R&D and wholesale
2022 of cosmetics
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Place of Date of Principal
Name of subsidiary incorporation incorporation Shareholding business activities
Hangzhou Shang PRC January 2, 2024 77.20% Land use rights

DuHui.......... holder of our new

headquarter in
Hangzhou and the
main body of the
new headquarters
building project

MAJOR SHAREHOLDING CHANGES OF OUR COMPANY

Establishment of our Company

On July 28, 2000, our Company was established as a limited liability company under the
laws of the PRC, with an initial registered capital of RMB500,000 and held by Mr. Mao and
Mr. MAO Genyou, the father of Mr. Mao, as to 75% and 25%, respectively.

Capital increase in November 2003

In November 2003, the registered capital of our Company was increased from
RMB500,000 to RMB1,500,000 through a capital injection of a total amount of
RMB1,000,000, among which RMB750,000 was contributed by Mr. Mao and RMB250,000
was contributed by Mr. MAO Genyou. Immediately after the above capital increase, the
shareholding structure of our Company in November 2003 was as follows:

Registered capital Percentage of
Shareholders held shareholding
(RMB) (%)
Mr. Mao ... 1,125,000 75.00
Mr. MAO Genyou . . . ... ..o 375,000 25.00
Total . .. ... ... ... ... ... .. .. 1,500,000 100.00

Capital transfer in May 2005

In May 2005, Mr. Mao transferred the registered capital of our Company of RMB180,000
(representing 12% of the then total registered capital of our Company) to Ms. MAO Niping,
our executive Director and sister of Mr. Mao, at a consideration of RMB180,000; while Mr.
MAO Genyou transferred (i) the registered capital of RMB210,000 (representing 14% of the
then total registered capital of our Company) to Ms. MAO Huiping, our executive Director and
sister of Mr. Mao and Ms. MAO Niping, at a consideration of RMB210,000, and (ii) the
registered capital of RMB90,000 (representing 6% of the then total registered capital of our
Company) to Ms. MAO Niping at a consideration of RMB90,000.
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Upon the completion of the above capital transfer, the shareholding structure of our
Company in May 2005 was as follows:

Registered capital

Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... . 945,000 63.00

Ms. MAO Niping .. ........... ... ... 270,000 18.00

Ms. MAO Huiping . ......... ... . .......... 210,000 14.00

Mr. MAO Genyou . . .. ..o oi i 75,000 5.00

Total . . . ... ... ... . . 1,500,000 100.00

Capital increase in July 2007

In July 2007, the registered capital of our Company was increased from RMB1,500,000
to RMB5,100,000 through a capital injection of a total amount of RMB3,600,000 and the
contributions made by the then existing shareholders of our Company in proportion to their

then shareholding interest were as follows:

Contribution to

Subscribers registered capital
(RMB)

Mr. Mao . ... 2,268,000

Ms. MAO Niping .. ... .. 648,000

Ms. MAO Huiping . ........ .. . 504,000

Mr. MAO Genyou . . . ..ot 180,000

Upon the completion of the capital increase, the shareholding structure of our Company
in July 2007 was as follows:

Registered capital

Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... 3,213,000 63.00

Ms. MAO Niping . ..........iinen. . 918,000 18.00

Ms. MAO Huiping . ......... ... . ... ..... 714,000 14.00

Mr. MAO Genyou . . . ... .ov i 255,000 5.00

Total . .. ... ... ... . ... 5,100,000 100.00
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Capital transfers in March 2010

In March 2010, Mr. MAO Genyou transferred (i) the registered capital of RMB81,600
(representing 1.60% of the then total registered capital of our Company) to Mr. Mao at a
consideration of RMB81,600 and (ii) the registered capital of RMB173,400 (representing
3.40% of the then total registered capital of our Company) to Ms. SONG Hongquan at a
consideration of RMB173,400. Ms. MAO Niping transferred the registered capital of
RMB45,900 (representing 0.90% of the then total registered capital of our Company) to
Ms. SONG Hongquan at a consideration of RMB45,900. Ms. MAO Huiping transferred a
registered capital of RMB35,700 (representing 0.70% of the then total registered capital of our
Company) to Ms. SONG Hongquan at a consideration of RMB35,700. The consideration of the
above transfer to Mr. Mao was equal to the relevant registered capital being transferred to him,
and such transfers was the Mao’s family arrangement. The consideration of the above transfers
to Ms. SONG Hongquan were equal to the registered capital being transferred to her, which
were determined after taking into account the experience of Ms. SONG Hongquan and business
and management contribution that she could bring to our Company.

Upon the completion of the above transfers, the shareholding structure of our Company
in March 2010 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... 3,294,600 64.60
Ms. MAO Niping . ..., 872,100 17.10
Ms. MAO Huiping . ....................... 678,300 13.30
Ms. SONG Hongquan . ..................... 255,000 5.00
Total . .. ... ... .. ... .. ... 5,100,000 100.00

Capital transfers in September 2010

In September 2010, Mr. Mao transferred the registered capital of our Company of
RMB663,000 (representing 13% of the then total registered capital of our Company) to his
spouse, Ms. Wang, at nil consideration, which was determined based on their family
arrangement, and transferred a registered capital of our Company of RMB81,600 (representing
1.60% of the then total registered capital of our Company) to Mr. WANG Lihua, our executive
Director and brother of Ms. Wang, at a consideration of RMB385,882.38.

Ms. MAO Niping transferred the registered capital of our Company of RMB209,100
(representing 4.10% of the then total registered capital of our Company) to Mr. WANG Lihua
at a consideration of RMB988,823.60.

Ms. MAO Huiping transferred (i) the registered capital of our Company of RMB66,300
(representing 1.30% of the then total registered capital of our Company) to Mr. WANG Lihua
at a consideration of RMB313,529.43 and (ii) the registered capital of our Company of
RMB51,000 (representing 1% of the then total registered capital of our Company) to
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Ms. SONG Hongquan at a consideration of RMB241,176.49. The considerations of the above
transfers to Mr. WANG Lihua and Ms. SONG Hongquan were determined based on arm’s
length negotiations between the parties after taking into consideration various factors
including, but not limited to, the net assets of our Company and historical operating
performance of our business.

Upon the completion of the above transfers, the shareholding structure of our Company
in September 2010 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... . 2,550,000 50.00
Ms. Wang . ... ... .. 663,000 13.00
Ms. MAO Niping . ........... ... .. ... ..... 663,000 13.00
Ms. MAO Huiping . ....................... 561,000 11.00
Mr. WANG Lihua . ............ ... ... ... .... 357,000 7.00
Ms. SONG Hongquan . ..................... 306,000 6.00
Total . .. ... ... . ... .. ... 5,100,000 100.00

Capital transfer in October 2010

In October 2010, Mr. Mao, Ms. Wang, Ms. MAO Niping, Ms. MAO Huiping, Mr. WANG
Lihua and Ms. SONG Hongquan transferred a total of registered capital of our Company of
RMB102,000 (representing 2% of the then total registered capital of our Company) to
Hangzhou Dihe Investment Management Co., Ltd (BUNFEFAIREEIEARAF) (“Dihe
Investment”) and details of the transfers were as follows:

Registered

capital
Transferor Transferee transferred Consideration

(RMB) (RMB)
Mr.Mao ................... Dihe Investment" 51,000 241,176.49
Ms. Wang .................. 13,260 62,705.89
Ms. MAO Niping. . ........... 13,260 62,705.89
Ms. MAO Huiping. .. ......... 11,220 53,058.83
Mr. WANG Lihua ............ 7,140 33,764.71
Ms. SONG Hongquan ......... 6,120 28,941.18

Note:

(1)  Dihe Investment was a limited company established in the PRC on October 9, 2010, principally engaged
in investment management. The registered capital of Dihe Investment was RMB500,000, which was
held by Mr. Mao and Ms. Wang as to 55% and 45%, respectively. Dihe Investment was voluntarily
deregistered on June 29, 2012.
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Upon the completion of the above transfers, the shareholding structure of our Company
in October 2010 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... 2,499,000 49.00
Ms. Wang . ... .. . 649,740 12.74
Ms. MAO Niping . ....oonieeenaen .. 649,740 12.74
Ms. MAO Huiping . ......... ... ... ...... 549,780 10.78
Mr. WANG Lihua . ....... ... ... ... .... 349,860 6.86
Ms. SONG Hongquan . . .................... 299,880 5.88
Dihe Investment . ... .......... ... .. . . . .... 102,000 2.00
Total . .. ... ... .. .. ... 5,100,000 100.00

Capital increase in April 2011

In April 2011, the registered capital of our Company was increased from RMB5,100,000
to RMB5,862,069 through capital subscriptions of a total amount of RMB762,069, among
which the registered capital of RMB586,207 was subscribed by New Development Associates
Venture Capital Enterprises (HBHE S A1 E M%) (“New Development”) at a
consideration of RMB45,000,000 and registered capital of RMB175,862 was subscribed by
Zhejiang Tianyi Investment Management Co., Ltd. (WL R ZHEEHA WA ) (“Tianyi
Investment”) at a consideration of RMB13,500,000. The considerations of the above
subscriptions by New Development and Tianyi Investment were determined based on arm’s
length negotiations between the Company and the subscribers after taking into consideration
various factors including, but not limited to, the net assets of our Company, historical operating
performance, the industry ranking, the timing of the investments, and the prospects of our
business. Upon the completion of the above capital increase, the shareholding structure of our
Company in April 2011 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... .. 2,499,000 42.63
Ms. Wang . ... ... 649,740 11.08
Ms. MAO Niping . ......... ... ... .. ..... 649,740 11.08
New Development™ . .. ... ... .. .. .......... 586,207 10.00
Ms. MAO Huiping . ....................... 549,780 9.38
Mr. WANG Lihua ......................... 349,860 5.97
Ms. SONG Hongquan . ..................... 299,880 5.12
Tianyi Investment™®. ... .. .. ... ... .......... 175,862 3.00
Dihe Investment . ............. ... . ...... 102,000 1.74
Total . ......... ... ... ... . ... 5,862,069 100.00
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Notes:

¢y

(2)

To the best of the Company’s knowledge, New Development was ultimately controlled by China
Development Bank (12 % B #$417) and was an Independent Third Party at the time of the above capital
increase.

Tianyi Investment is a limited company established under the laws of PRC on April 30, 2010, principally
engaged in investment management and investment consulting, which was held by Shaoxing Dayi New
Energy Industry Co., Ltd. (4FEUEEHT IR AE 24 FR/A 7)), Shaoxing Xinyi Digital Printing Technology
Co., Ltd. (#BBLE(EE T HH A EEA RA A, and Mr. CAO Guoxiong (& [E AE), all of whom was an
Independent Third Party of our Company, as to 40%, 40% and 20%, respectively, at the time of the
above capital increase. Shaoxing Dayi New Energy Industry Co., Ltd. was held by Ms. YAO Zhihong
(W2 4T) as to approximately 58.38% and three other individuals as to 41.63%, respectively, all of whom
were Independent Third Parties of our Company as of the Latest Practicable Date. Shaoxing Xinyi
Digital Printing Technology Co., Ltd. was held by four individuals as to approximately 50%, 30%, 10%
and 10%, respectively, all of whom were Independent Third Parties of our Company as of the Latest
Practicable Date. Tianyi Investment disposed of all of its interest held in the Company in January and
March 2024. For further details of the transfers by Tianyi Investment, see “— Share transfers by Tianyi
Investment in January and March 2024” below.

Capital transfers in May 2011

In May 2011, Dihe Investment transferred (i) the registered capital of our Company of

RMBA45,329 (representing 0.7733% of the then total registered capital of our Company) to

Jiachi Investment at a consideration of RMB794,381.66 and (ii) the registered capital of our

Company
Company)

of RMB56,671 (representing 0.9667% of the then total registered capital of our
to Dijing Investment at a consideration of RMB993,147.94. The Company was not

a party to the above transfers, and to the best information and knowledge of the Company, the

considerations of the above transfers were determined based on arm’s length negotiations

between the parties after taking into account the net assets of our Company.

Upon the completion of the above transfers, the shareholding structure of our Company

in May 2011 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... 2,499,000 42.63
Ms. Wang . ... .. 649,740 11.08
Ms. MAO Niping . ............ ... ... 649,740 11.08
New Development. .. ...................... 586,207 10.00
Ms. MAO Huiping . .......... ... ... ..... 549,780 9.38
Mr. WANG Lihua . ........................ 349,860 5.97
Ms. SONG Hongquan . ..................... 299,880 5.12
Tianyi Investment . .. ...................... 175,862 3.00
Dijing Investment™. . ... ... ... ... .. ... .. ... 56,671 0.97
Jiachi Investment™® . . ... ... ....... .. ... .... 45,329 0.77
Total . ....... ... .. .. .. ... ... 5,862,069 100.00
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Notes:

(1

@)

Dijing Investment was established in the PRC on April 28, 2011, principally engaged in investment
management. As of the Latest Practicable Date, the registered capital of Dijing Investment was
RMB1,000,000 which was held by Mr. Mao, Ms. Wang, Mr. XU Weiguo, Mr. DONG Leqin, Mr.
ZHANG Jianfeng and Mr. LIU Shunxiang as to 10%, 35.45%, 22.73%, 18.18%, 9.09% and 4.55%,
respectively, with Mr. Mao acting as the general partner. Mr. Zhang is the human resource director of
our Company and served as our Director from December 2018 to April 2024. Mr. Zhang resigned from
the Board of Directors due to work adjustment. There was no disagreement between Mr. Zhang and our
Company. Mr. Liu is the deputy general manager of Hangzhou Keyunshi.

Jiachi Investment was established in the PRC on April 28, 2011, principally engaged in investment
management. Jiachi Investment was then held by Mr. Mao and Ms. Wang as to 50% and 50%. Upon the
change of partnership interests in 2024 and as of the Latest Practicable Date, the registered capital of
Jiachi Investment was RMB800,000, which was held by Ms. Wang, Mr. DONG Leqin, Ms. MAO Niping
and Ms. MAO Huiping as to 30.4598%, 8.6208%, 30.4598% and 30.4598%, respectively, with Ms.
Wang and Mr. DONG Leqin acting as joint general partners while Ms. Wang shall have the ultimate
decision-making power and de facto control on Jiachi Investment’s voting rights in our Company and
Mr. DONG Leqin did not and will not exercise any control in the general partner arrangement. For
details of the change of partnership interests of Jiachi Investment in 2024, please refer to “— Change
of partnership interests of Jiachi Investment in January 2024 below.

Capital increase in October 2012

In October 2012, the registered capital of our Company was increased from
RMB5,862,069 to RMB60,000,000 through conversion of capital reserve as approved by the
shareholders meeting of our Company. Upon the completion of the capital increase, the

shareholding structure of our Company in October 2012 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... ... 25,578,000 42.63
Ms. Wang . ... ... .. 6,650,280 11.08
Ms. MAO Niping . ........... ... ... ....... 6,650,280 11.08
New Development . .. ...................... 6,000,000 10.00
Ms. MAO Huiping . ......... ... ... ..... 5,627,160 9.38
Mr. WANG Lihua . ........................ 3,580,920 5.97
Ms. SONG Hongquan . ..................... 3,069,360 5.12
Tianyi Investment . .. ...................... 1,800,000 3.00
Dijing Investment . ... ......... ... ......... 580,020 0.97
Jiachi Investment. . ... ......... ... . ...... 463,980 0.77
Total . .. ..... .. .. .. .. ... .. ... 60,000,000 100.00
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Capital transfer in October 2015

In October 2015, New Development transferred the registered capital of our Company
of RMB6,000,000 (representing 10% of the then total registered capital of our Company)
to Kunwu Jiuding Investment Management Co., Ltd. (& LR EE A RAF]) (“Jiuding
Investment”) at a consideration of RMB73,300,000. The decision of the divestment of the
registered capital of our Company by New Development was made out of commercial reasons.
The Company was not a party to the above transfer, and to the best information and knowledge
of the Company, the consideration of the above transfer was determined based on arm’s length
negotiations between the parties after taking into consideration various factors including, but
not limited to, the net assets of our Company, historical operating performance, the industry
ranking, the timing of the investments, and the prospects of our business.

Upon the completion of the transfer, the shareholding structure of our Company in
October 2015 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... . e 25,578,000 42.63
Ms. Wang . ... ... 6,650,280 11.08
Ms. MAO Niping . ......... ... .. ... .. ..... 6,650,280 11.08
Jiuding Investment™™® . ... ... .. 6,000,000 10.00
Ms. MAO Huiping ........... .. ...... .. ... 5,627,160 9.38
Mr. WANG Lihua . ........................ 3,580,920 5.97
Ms. SONG Hongquan . ..................... 3,069,360 5.12
Tianyi Investment . . ....................... 1,800,000 3.00
Dijing Investment . .. ...................... 580,020 0.97
Jiachi Investment. . . ... ........ ... ... .. .... 463,980 0.77
Total . .. ..... .. .. .. .. .. ... ... 60,000,000 100.00

(1)  To the best of our Company’s knowledge, Jiuding Investment was an Independent Third Party at the time
of the above capital increase.

(2)  Jiuding Investment disposed of all of its interest held in our Company in October 2015. For further
details of the transfers by Jiuding Investment, see “— Capital transfer in October 2015”.
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Capital transfer in October 2015

In October 2015, Jiuding Investment transferred the registered capital of our Company of
RMB6,000,000 (representing 10% of the then total registered capital of our Company) to
Suzhou Pushen Jiuding Investment Center (Limited Partnership) (&R LB E O (A BR
E4%)) (“Pushen Jiuding”) at a consideration of RMB73,300,000. The Company was not a
party to the above transfers, and to the best information and knowledge of the Company, the
consideration of the above transfer was determined based on arm’s length negotiations among
the parties after taking into consideration various factors including but not limited to, the net
assets of our Company, historical operating performance, the industry ranking, the timing of
the investments, and the prospects of our business.

Upon the completion of the transfer, the shareholding structure of our Company in
October 2015 was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... .. 25,578,000 42.63
Ms. Wang . ... ... ... 6,650,280 11.08
Ms. MAO Niping . ..........iiien. . 6,650,280 11.08
Pushen Jiuding(”(z) ........................ 6,000,000 10.00
Ms. MAO Huiping . ........ ... ... ........ 5,627,160 9.38
Mr. WANG Lihua . ........................ 3,580,920 5.97
Ms. SONG Hongquan . ..................... 3,069,360 5.12
Tianyi Investment . ... ..................... 1,800,000 3.00
Dijing Investment . .. ........ ... . ... ..... 580,020 0.97
Jiachi Investment. . ... ......... ... .. ...... 463,980 0.77
Total . .. ....... ... ... ... .. ... ... 60,000,000 100.00

(1)  To the best of our Company’s knowledge, Pushen Jiuding was an Independent Third Party at the time
of the above capital transfer. As of the Latest Practicable Date, (i) Pushen Jiuding was controlled by its
general partner, namely Tibet Kunwu JD Capital Co., Ltd. (V%R & JL & E A BR/A ), (“Tibet
Kunwu”) which was wholly owned by Jiuding Investment which was in turn wholly owned by Kunwu
Jiuding Investment Holdings Co., Ltd. (BBE JURLAREHEIRIBAR A IR/ 7)) whose shares were listed on
the Shanghai Stock Exchange (stock code: 600053) (“Jiuding Holdings”); and (ii) Jiuding Investment
was wholly owned by Jiuding Holdings. Therefore, Pushen Jiuding and Jiuding Investment were under
common control of Jiuding Holdings.

(2)  Pushen Jiuding disposed of all of its interest held in our Company in January 2024. For further details
of the transfers by Pushen Jiuding, see “— Share transfers by Pushen Jiuding in January 2024”.
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Conversion into a joint stock company with limited liability in December 2015

On November 4, 2015, our general shareholders’ meeting passed resolutions approving,
among other matters, the conversion of our Company from a limited liability company into a
joint stock company with limited liability. Pursuant to the promoters’ agreement dated
December 16, 2015, all promoters approved the conversion of the net asset value of our
Company as of October 31, 2015 into 60,000,000 Shares of our Company with a nominal value
of RMB1.00 each, with the excess of the net assets converted over nominal value of the Shares
included as capital reserves of our Company. The conversion was completed in December
2015. Upon the completion of the conversion, the shareholding structure of our Company in
December 2015 was as follows:

Numbers of Percentage of

Shareholders Shares shareholding
(%)

Mr. Mao . ... ... 25,578,000 42.63
Ms. Wang . ... .. 6,650,280 11.08
Ms. MAO Niping ........... .. ... ... 6,650,280 11.08
Pushen Jiuding . ........ ... ... .. .. .. ... . 6,000,000 10.00
Ms. MAO Huiping . ........ ... ... ... .... 5,627,160 9.38
Mr. WANG Lihua . ........................ 3,580,920 5.97
Ms. SONG Hongquan . ..................... 3,069,360 5.12
Tianyi Investment ... .......... ... ... ... .... 1,800,000 3.00
Dijing Investment . . ......... ... ... ...... 580,020 0.97
Jiachi Investment. ... ............ ... ....... 463,980 0.77
Total . .. ... ... ... ... ... . . .. 60,000,000 100.00

Share transfers by Dijing Investment to Jiachi Investment in January 2024

On January 5, 2024, Dijing Investment (which was then controlled by Mr. Mao and Ms.
Wang) transferred 580,020 Shares (representing 0.97% of the then total issued Shares of our
Company) to Jiachi Investment (which was then controlled by Mr. Mao and Ms. Wang) at nil
consideration due to the Mao’s family arrangement.

Change of partnership interests of Jiachi Investment in January 2024

On January 23, 2024, Mr. Mao and Ms. Wang withdrew 50% and 19.5402% registered
capital in Jiachi Investment, respectively, out of which (i) 30.4598% and 30.4598% were gifted
to Ms. MAO Niping and Ms. MAO Huiping at nil consideration due to the Mao’s family
arrangement, respectively; and (ii) 8.6208% was subscribed by Mr. DONG Leqin at a
consideration of RMB10.95 million. Such registered capital had been fully settled by Mr.
DONG Leqin on April 2, 2024. Upon such change of partnership interests and as of the Latest
Practicable Date, the registered capital of Jiachi Investment, being RMB800,000, was held by
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Ms. Wang, Mr. DONG Leqin, Ms. MAO Niping and Ms. MAO Huiping as to 30.4598%,
8.6208%, 30.4598% and 30.4598%, respectively. Ms. Wang and Mr. DONG Leqin were
appointed as the joint general partners of Jiachi Investment, whereby, Ms. Wang shall have the
ultimate decision-making power and de facto control on Jiachi Investment’s voting rights in
our Company pursuant to the terms of the partnership agreement of Jiachi Investment. Mr.
DONG Leqin became one of the partners of Jiachi Investment through his investment in Jiachi
Investment as mentioned above, and he only acts as a general partner for the execution and
administrative purpose only and did not and will not exercise any control in the general partner
arrangement, and such arrangement is in compliance with the relevant PRC laws. As (i) Jiachi
Investment is a holding entity for the purpose of Mao’s family arrangement, (ii) transfers of
partnership interests of Jiachi Investment to Ms. MAO Niping and Ms. MAO Huiping are part
of the Mao’s family arrangement, (iii) transfers of partnership interests of Jiachi Investment to
Mr. DONG Leqin is for the execution and administration purpose only in order to facilitate
Mao’s family arrangement, such changes involving transfers of the Company’s indirect
shareholdings do not constitute as pre-[REDACTED] investments by Ms. MAO Niping, Ms.
MAO Huiping or Mr. DONG Leqin. As Mr. Dong Leqin shall act as the joint general partner
for the execution and administrative purpose only and did not and will not exercise any control
in the general partner arrangement, the Directors are of the view that Mr. DONG Leqin should
not be considered as a member of the group of the Controlling Shareholders.

Share transfers by Pushen Jiuding in January 2024

On January 25, 2024, Pushen Jiuding transferred 879,000 Shares (representing 1.47% of
the then total issued shares of our Company) to Shenzhen Dushi Enterprise Management
Partnership (Limited Partnership) (FEIITTEEBCEEMEBLEEIREY)) (“Shenzhen
Dushi”) at a consideration of RMB106,945,000.

On January 29, 2024, Pushen Jiuding transferred 591,000 Shares (representing 0.99% of
the then total issued shares of our Company) to Suzhou Jinhong Venture Capital Partnership
(Limited Partnership) (FR/MERIEAIERE A B EEAREE)) (“Suzhou Jinhong”) at a
consideration of RMB71,905,000.

The Company was not a party to the above transfers, and to the best information and
knowledge of the Company, the considerations of the above transfers were determined based
on arm’s length negotiations between the parties after taking into consideration various factors
including but not limited to, the net assets of our Company, historical operating performance,
the industry ranking, the timing of the investments, and the prospects of our business. For
further details of Shenzhen Dushi and Suzhou Jinhong and the Share transfers to each of them,
please refer to “— Pre-[REDACTED] Investments” below. To the best of our Company’s
knowledge, each of Shenzhen Dushi and Suzhou Jinhong was an Independent Third Party at the
time of the above transfers. These Share transfers were conducted based on their respective
arm’s length negotiation between the relevant Shareholders, and did not involve any issuance
of new Shares by the Company. As Shenzhen Dushi and Suzhou Jinhong became the new
Shareholders upon the completion of these transfers, the Share transfers by Pushen Jiuding to
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Shenzhen Dushi and Suzhou Jinhong constitute pre-[REDACTED] investments in our

Company. For further details of Shenzhen Dushi and Suzhou Jinhong, please refer to “—
Information relating to our Pre-[REDACTED] Investors”.

On January 17, 2024, Pushen Jiuding (which was then a Shareholder) transferred
4,530,000 Shares (representing 7.55% of the then total issued shares of our Company) to Dijing
Investment (which was then controlled by Mr. Mao and Ms. Wang) at a consideration of
RMB551,150,000. The consideration of the above transfer was determined among parties
arm’s length negotiations after taking into consideration various factors including but not
limited to, the net assets of our Company, historical operating performance, the industry
ranking, the timing of the investments, and the prospects of our business.

On March 22, 2024, due to the Mao’s family arrangement, Dijing Investment further
transferred (i) 5,000,000 Shares (representing 2.50% of the then total issued Shares of our
Company) to Mr. XU Kejun (#8%}#), the son of Ms. MAO Niping, at a consideration of
RMB182,500,000, and (ii) 5,000,000 Shares (representing 2.50% of the then total issued
Shares of our Company) to Mr. DING Tao (] #f), the son of Ms. MAO Huiping, at a
consideration of RMB182,500,000. The adjustment of consideration per Share compared to the
transfers by Pushen Jiuding to Dijing Investment in January 2024 was due to the capital
increase of our Company in March 2024 as set out below. The consideration of such transfers
was fully settled by Mr. XU Kejun and Mr. DING Tao on April 3, 2024 directly to Pushen
Jiuding as the settlement by Dijing Investment for 5.00% of the then total issued shares of our
Company transferred by Pusheng Jiuding to Dijing Investment in January 2024 as mentioned
above.

On the same date, Dijing Investment transferred (i) 2,000,000 Shares (representing 1.00%
of the then total issued Shares of our Company) to Mr. Mao, at a consideration of
RMB73,000,000; (ii) 520,000 Shares (representing 0.26% of the then total issued Shares of our
Company) to Ms. Wang, at a consideration of RMB18,980,000; (iii) 520,000 Shares
(representing 0.26% of the then total issued Shares of our Company) to Ms. MAO Niping, at
a consideration of RMB18,980,000; (iv) 440,000 Shares (representing 0.22% of the then total
issued Shares of our Company) to Ms. MAO Huiping, at a consideration of RMB16,060,000;
(v) 280,000 Shares (representing 0.14% of the then total issued Shares of our Company) to Mr.
WANG Lihua, at a consideration of RMB10,220,000; and (vi) 240,000 Shares (representing
0.12% of the then total issued Shares of our Company) to Ms. SONG Hongquan, at a
consideration of RMBS,760,000. The adjustment of consideration per Share compared to the
transfers by Pushen Jiuding to Dijing Investment in January 2024 was due to the capital
increase of our Company in March 2024 as set out below. Such transfers were fully settled on
April 8, 2024.
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Upon completion of these transfers, Pushen Jiuding no longer held any interest in our
Company. Our Company became acquainted with Jiuding Investment as a result of its
participation in the public tender offer for the registered capital of our Company held by New
Development and thus became an investor of our Company in 2015. Jiuding Investment then
transferred the registered capital of our Company held by it to Pushen Jiuding due to the
internal management arrangement of Jiuding Holdings. To the best knowledge and information
of the Company after due enquiries, the decision of the divestment of the Shares by Pushen
Jiuding was made by the general partner of Pushen Jiuding out of commercial reasons.

Share transfers by Tianyi Investment in January and March 2024

On January 8, 2024, with a view to crystallizing the indirect interest in our Company held
by Mr. CAO Guoxiong (being a then 20% shareholder of Tianyi Investment) through Tianyi
Investment as his direct shareholding at the level of our Company, Tianyi Investment
transferred 360,000 Shares (representing 0.60% of the then total issued shares of our Company)
to Mr. CAO Guoxiong at a consideration of RMB9,000,000.

On March 22, 2024, with a view to crystallizing the indirect interest in our Company held
by Ms. YAO Zhihong (being a then indirect shareholder of Tianyi Investment) through Tianyi
Investment as her direct shareholding at the level of our Company, Tianyi Investment agreed
to transfer 1,401,000 Shares (representing approximately 0.70% of the then total issued shares
of our Company) to Ms. YAO Zhihong at a consideration of RMB10,507,500.

On the same date, Tianyi Investment further agreed to transfer 2,439,000 Shares
(representing approximately 1.22% of the then total issued shares of our Company) and
960,000 Shares (representing 0.48% of the then total issued shares of our Company) to Ms.
YAO Zhihong and Mr. CAO Guoxiong at a consideration of RMB85,365,000 and
RMB33,600,000, respectively.

For further details of Mr. CAO Guoxiong, Ms. YAO Zhihong and the Share transfers to
each of them, please refer to “— Pre-[REDACTED] Investments” below. To the best of our
Company’s knowledge, each of Mr. CAO Guoxiong and Ms. YAO Zhihong was an Independent
Third Party at the time of the above transfers. These Share transfers were conducted based on
their respective arm’s length negotiation between the relevant Shareholders, and did not
involve any issuance of new Shares by the Company.

Upon completion of these transfers, Tianyi Investment no longer held any interest in our
Company. The Company became acquainted with Tianyi Investment, a local investment
company in Hangzhou, in the process of Tianyi Investment’s effort to explore investment
opportunities. The decision of the divestment of the Shares by Tianyi Investment was made
among Tianyi Investment and Mr. CAO Guoxiong and Ms. YAO Zhihong (who were then
shareholders of Tianyi Investment) in light of the positive outlook on the Company’s future
development, and the flexibility of the ownership of Shares. As Mr. CAO Guoxiong and Ms.
YAO Zhihong became the new Shareholders upon the completion of these transfers, the Share
transfers by Tianyi Investment to Mr. CAO Guoxiong and Ms. YAO Zhihong constitute
pre-[REDACTED] investments in our Company. For further details of Mr. CAO Guoxiong and
Ms. YAO Zhihong, please refer to “— Information relating to our Pre-[REDACTED]
Investors”.
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Capital increase in March 2024

In March 2024, the registered capital of our Company was increased from
RMB60,000,000 to RMB200,000,000 through conversion of capital reserve as approved by the
Shareholders’ meeting of our Company.

Upon the completion of the above share transfers and capital increase in 2024, the
shareholding structure of our Company as of the Latest Practicable Date was as follows:

Registered capital Percentage of

Shareholders held shareholding
(RMB) (%)

Mr. Mao . ... 87,260,000 43.63
Ms. Wang . ... ... .. 22,687,600 11.34
Ms. MAO Niping . ............ ... ... 22,687,600 11.34
Ms. MAO Huiping . ......... ... .......... 19,197,200 9.60
Mr. WANG Lihua . ........................ 12,216,400 6.11
Ms. SONG Hongquan . ..................... 10,471,200 5.24
Mr. XUKejun. ... . 5,000,000 2.50
Mr. DINGTao. ................. ... .. ... 5,000,000 2.50
Ms. YAO Zhihong . . . ... ... ... ... ... 3,840,000 1.92
Jiachi Investment. . .. .......... ... .. ...... 3,480,000 1.74
Shenzhen Dushi. .. ........................ 2,930,000 1.47
Mr. CAO Guoxiong. . .............iuon .. 2,160,000 1.08
Suzhou Jinhong . . .. ... .. ... ... ... ... 1,970,000 0.99
Dijing Investment . ........................ 1,100,000 0.55
Total . .. ..... ... .. .. ... ... 200,000,000 100.00

As advised by our PRC Legal Advisor, our Company has obtained all necessary approvals
from competent authorities or made all necessary registration or filings with the relevant local
branch of SAMR in respect of the transfers, capital increases and issuance of Shares set out
above in material aspects, and such transfers, capital increases and issuance of Shares were
conducted in compliance with the applicable PRC laws and regulations in all material aspects.

Share Subdivision

We expect to conduct the Share Subdivision immediately prior to the [REDACTED],
pursuant to which each of our Share with par value of RMB1.00 will be subdivided into [two]
Shares with par value of RMB[0.50] each. Upon completion of such Share Subdivision, the
registered capital of our Company, which is RMB200,000,000, will be divided into
[400,000,000] Shares with par value of RMB[0.50] per Share, which will be subscribed by all
our then Shareholders in proportion to their respective equity interests in our Company
immediately before the [REDACTED], and the number of our issued Shares will be
[400,000,000], without taking into consideration the new Shares to be issued for the
[REDACTED].
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OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Mr. Mao and Ms. Wang, were collectively interested in
approximately 57.26% of our total issued share capital, comprising (i) 43.63% of our total
issued share capital directly held by Mr. Mao, (ii) 11.34% of our total issued share capital
directly held by Ms. Wang, (iii) 0.55% of our total issued share capital controlled by Mr. Mao
and Ms. Wang indirectly through Dijing Investment which was controlled by Ms. Wang and Mr.
Mao as to 35.45% and 10%, respectively, with Mr. Mao acting as its general partner, and (iv)
1.74% of our total issued share capital controlled by Ms. Wang indirectly through Jiachi
Investment in which Ms. Wang shall have the ultimate decision making power and de facto
control on Jiachi Investment’s voting rights in our Company and Mr. DONG Leqin did not and
will not exercise any control in the general partner arrangement. For further details, see
“Relationship with Our Controlling Shareholders.”

PREVIOUS A-SHARE LISTING ATTEMPT

To explore the opportunity of establishing a capital market platform in the A-share
market, we applied to the CSRC for the listing of our shares on the main board of the Shanghai
Stock Exchange in December 2016 (the “Previous Listing Attempt”) and received approval
from the Public Offering Review Committee of the CSRC on October 21, 2021, subsequent to
which our Company had been following up with the CSRC regarding the issuance approval and
no formal approval was received. In March 2023, the Company refiled its application
documents to the Shanghai Stock Exchange, due to the implementation of the registration-
based listing regime. Since obtaining the approval from the Public Offering Review Committee
of the CSRC in October 2021, refiling of our listing application to the Shanghai Stock
Exchange in March 2023 and till our formal withdrawal of the A-share listing application in
January 2024, we did not receive any further comments or feedback regarding the listing
application process of our Company from the CSRC or the Shanghai Stock Exchange. We
subsequently decided to voluntarily withdraw the A-share listing application, and the Previous
Listing Attempt was formally withdrawn by our Company in January 2024, considering the
uncertainty of the timetable for our Company’s A-share listing process, the prospects of our
business, our then future development strategies and the marketing environment. In addition,
our Directors believe that the [REDACTED] will be in the interest of our Group’s business
development strategies, and would be beneficial to us and our Shareholders as a whole for the
following reasons: (i) the Stock Exchange, as a leading player of the international financial
markets, could offer us a direct access to the international capital markets, enhance our
fund-raising capabilities and broaden our fund-raising channels and our Shareholders base as
well as strengthen our international exposure; (ii) the [REDACTED] would give us a better
platform for our development in our business in the international market; and (iii) the
[REDACTED] on the Stock Exchange will further raise our brand awareness, business profile
and thus, enhance our corporate image to attract new customers, business partners and strategic
investors as well as to recruit, motivate and retain key management personnel for our Group’s
business.
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Our Company has received certain comments from the CSRC in respect of its Previous
Listing Attempt mainly requesting further disclosure on our Company’s business (business
model and operations, sales model, major customers and suppliers, research and development),
financial performance (accounting policies, tax and various line items), shareholding structure
and information on the Company’s directors and senior management and compliance
(historical shareholding changes and background related information of the directors and
senior management). We have taken into consideration of such comments in preparing for the
[REDACTED]. To the best of our Directors’ knowledge and belief, our Directors have
confirmed that they are not aware of any material matters relating to the Previous Listing
Attempt which have been brought to their attention that might materially and adversely affect
our suitability for the [REDACTED] or should be brought to the attention of the Stock
Exchange and/or the prospective investors in the [REDACTED].

Based on the due diligence work performed by the Sole Sponsor, nothing material has

come to the attention of the Sole Sponsor that contradicts the Directors’ view disclosed above
regarding the Previous Listing Attempt.
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Principal terms of the Pre-[REDACTED] Investments and Pre-[REDACTED] Investors’

rights

Use of proceeds from the
Pre-[REDACTED] Investments. . .

Strategic benefits the
Pre-[REDACTED] Investments
brought to our Company. .. ... ..

Basis of determining the
consideration paid . . ... ... ... ..

Lock-up period . ................

PRC Legal Advisor’s confirmation

Given that all the Pre-[REDACTED] Investors
acquired the Shares from the then shareholders of our
Company, no proceeds were raised by our Company
from the Pre-[REDACTED] Investments.

Our Company was not a party to the transfers of
Shares by the then shareholders of the Company to
the Pre-[REDACTED] Investors. Having said that,
we believe that the Pre-[REDACTED] Investors’
investments in our Company demonstrated their
confidence in our Group’s operations and served as
an endorsement of our Company’s performance,
strengths and prospects.

To the best knowledge of our Company which was
not a party to such Pre-[REDACTED] Investments,
the considerations were determined among the
relevant then Shareholders of our Company and the
relevant Pre-[REDACTED] Investors upon their
respective arm’s length negotiations after taking into
consideration various factors including, but not
limited to, the historical operating performance, the
industry ranking, the timing of the investments, and
the prospects of our business.

Pursuant to the applicable PRC laws, all current
Shareholders (including the Pre-[REDACTED]
Investors) will be subject to the relevant PRC
statutory transfer restriction for a period of one year
from the [REDACTED].

As advised by our PRC Legal Advisor, our Company has obtained all necessary approvals

from competent authorities or made all necessary registration or filings with the relevant local
branch of SAMR in respect of the Pre-[REDACTED] Investments in material aspects set out
above, and the Pre-[REDACTED] Investments were conducted in compliance with the
applicable PRC laws and regulations in all material aspects.

Special rights of the Pre-[REDACTED] Investors

None of the Pre-[REDACTED] Investors had been granted with any special rights as of

the Latest Practicable Date.
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Sole Sponsor’s confirmation

On the basis that (i) the [REDACTED], being the first day of trading of the H Shares on
the Stock Exchange, will take place no earlier than 120 clear days after completion of the
Pre-[REDACTED] Investments; and (ii) none of the Pre-[REDACTED] Investors had been
granted with any special rights as of the Latest Practicable Date, the Sole Sponsor confirms that
the Pre-[REDACTED] Investments are in compliance with Chapter 4.2 of the Guide for New
Listing Applicants.

Information relating to our Pre-[REDACTED] Investors
Mr. CAO Guoxiong

Mr. CAO Guoxiong, a Chinese national, was one of the existing shareholders holding
20% interest in Tianyi Investment (being a previous Shareholder of our Company), and an
Independent Third Party. For further details of Tianyi Investment, its investment into our
Company and Mr. Cao’s interest therein, see “— Major Shareholding Changes of our Company
— Capital increase in April 2011 above.

Shenzhen Dushi

Shenzhen Dushi is a limited partnership established under the laws of PRC on January 23,
2024, principally engaged in enterprise management and consultation, which was established
as a holding entity of the Shares. The general partner of Shenzhen Dushi was Shenzhen Jiuying
Enterprise Management Consulting Co., Ltd. (ZRIIITTEARRAR 35 BEEE A BR 22 A]), which held
20.43% interest in Shenzhen Dushi and was wholly owned by Ms. ZHANG Liping (iRFEETE),
an Independent Third Party of our Company as of the Latest Practicable Date. Shenzhen Dushi
was held by its limited partners, namely Changsha Shanjiu Enterprise Consulting Partnership
(Limited Partnership) (R ILJLEHEFEHEHEECHERES)), Shenzhen Huizhida No. 1
Investment Partnership (Limited Partnership) (RIITHER ZS R ES B EEEREE)),
Changsha Guojin Jiading Investment Management Partnership (Limited Partnership) (=[5
HmnitEEMAEBEEEREY)), Changsha Jiujin Enterprise Consulting Partnership
(Limited Partnership) (W L& BEREM G B BEARSE)), Hantian Holdings (Shenzhen)
Co., Ltd. (EEREZEMGEYNAFRAF]), Shenzhen Shanheng Enterprise Consulting Center
(Limited Partnership) (I 1L A4 2E 5550 40 (B FR &%), Shancun Holdings (Shenzhen) Co.,
Ltd. (LA #E (YA FR 2y 7]), Hunan Hantian Asset Management Co., Ltd. (i {2 X & 7
FA PR/ 7)), Changsha Jiulan Hotel Management Co., Ltd. (=¥ JURIE & P A FR A ) and
Changsha Lingsong Internet Technology Co., Ltd. (RUWAIAHAEEHARATR), as to
approximately 32.71%, 15.89%, 10.28%, 7.10%, 5.31%, 4.11%, 1.78%, 1.31%, 0.84% and
0.24%, respectively, all of whom were Independent Third Parties of our Company as of the
Latest Practicable Date. Changsha Shanjiu Enterprise Consulting Partnership (Limited
Partnership) was held by Shenzhen Jiuying Enterprise Management Consulting Co., Ltd.,
Shancun Holdings (Shenzhen) Co., Ltd., Changsha Furong Gold and Jewelry Co., Ltd. (R
FR PR E A PR/ F]), Guangdong Fengqi Investment Co., Ltd., (J& HJEGEHEAH RA ),
Ms. YANG Rong (#%%), Mr. SONG Lifeng (KFI%) and Ms. ZHOU Lin (J&#k), as to
approximately 58.53%, 20.22%, 4.25%, 4.25%, 4.25%, 4.25% and 4.25%, respectively, all of
whom were Independent Third Parties of our Company as of the Latest Practicable Date. The
general partner of Changsha Shanjiu Enterprise Consulting Partnership (Limited Partnership)
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was Shancun Holdings (Shenzhen) Co., Ltd., which was held by Mr. ZHU Xin (A¥87),
Changsha Renai Consulting Partnership (Limited Partnership) (R Z M sh# S H B ECHRE
%)), Hantian Holdings (Shenzhen) Co., Ltd., Shenzhen Jiuying Enterprise Management
Consulting Co., Ltd., Changsha Dongyuan Enterprise Consulting Co., Ltd. (= HUE > 2757
H IR, Mr. SONG Lifeng CRF|), Mr. HANG Libin (#T32%%) and Mr. OU Jianming (J#k
M), as t0 59.13%, 19.31%, 9.66%, 8.69%, 1.93%, 0.49%, 0.39% and 0.39%, respectively, all
of whom were the Independent Third Parties of our Company as of the Latest Practicable Date.
To the best knowledge and information of the Directors after due enquiries, Shenzhen Dushi
became acquainted with Pushen Jiuding through its limited partners, namely Changsha Shanjiu
Enterprise Consulting Partnership (Limited Partnership), Shenzhen Huizhida No. 1 Investment
Partnership (Limited Partnership), Changsha Guojin Jiading Investment Management
Partnership (Limited Partnership), Changsha Jiujin Enterprise Consulting Partnership (Limited
Partnership), Hantian Holdings (Shenzhen) Co., Ltd., Hunan Hantian Asset Management Co.,
Ltd., Shenzhen Shanheng Enterprise Consulting Center (Limited Partnership), Shancun
Holdings (Shenzhen) Co., Ltd., Changsha Jiulan Hotel Management Co., Ltd., and Changsha
Lingsong Internet Technology Co., Ltd. (“Certain Limited Partners”) who were also the
direct or indirect limited partners of Pushen Jiuding. The decision of the divestment of the
Company’s Shares by Pushen Jiuding was made out of commercial reasons, while Certain
Limited Partners were optimistic about the business prospects of the Group and decided to
establish Shenzhen Dushi to invest in the Company in 2024. To the best knowledge and
information of the Directors after due enquiries, as of the Latest Practicable Date, Shenzhen
Dushi was an independent third party of Pushen Jiuding, and all of the ultimate shareholders
of Certain Limited Partners had not participated in the management of the private equity funds
established by Pushen Jiuding, and save as investments in the private equity funds managed by
Jiuding Investment and Tibet Kunwu, had no current relationship or shareholding arrangements
with Pushen Jiuding, its general partner or Jiuding Investment.

Suzhou Jinhong

Suzhou Jinhong is a limited partnership established under the laws of PRC on January 23,
2024, principally engaged in venture capital investment, which was established as a holding
entity of the Shares. The general partner of Suzhou Jinhong was Tongxi (Beijing) Capital
Management Limited ([f] &AL EAE AR/ ], which held 1.37% interest in Suzhou
Jinhong and was held by Beijing Tongxi Technology Co., Ltd. (At5 R ZRBHELA R F]), Mr.
WANG Senlin (F##K), Mr. ZHU Yijia (KE{E) and Mr. LIU Linmao (2I#£/%), as to 70%,
10%, 10% and 10%, respectively, all of whom were Independent Third Parties of our Company
as of the Latest Practicable Date. Beijing Tongxi Technology Co., Ltd. was held as to 0.1% and
99.9% respectively by Mr. ZHU Yijia (KE1£) and Asia Europe Growth (Shenzhen)
Technology Co., Ltd. (Gl (GINEHL A BRFEAEAH]), which was wholly owned by Mr.
ZHU Yijia (RE1E), all of whom were Independent Third Parties of our Company as of the
Latest Practicable Date. Limited partners of Suzhou Jinhong include Mr. SUO Long (K [%) as
to approximately 46.58%, and three other limited partners who each held less than one-third
interest in Suzhou Jinhong. All of the limited partners of Suzhou Jinhong were Independent
Third Parties of our Company as of the Latest Practicable Date. To the best knowledge and
information of the Directors after due enquiries, Suzhou Jinhong became acquainted with
Pushen Jiuding through the shareholders of its general partner, namely Mr. WANG Senlin (£
FH), Mr. ZHU Yijia (KE1E) and Mr. LIU Linmao (2I#%), all being former employees of
Jiuding Holdings or its associates. To the best knowledge and information of the Directors after
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due enquiries, as of the Latest Practicable Date, Suzhou Jinhong was an independent third party
of Pushen Jiuding, and all of the ultimate shareholders of the general partner of Suzhou Jinhong
had not participated in the management of the private equity funds established by Pushen
Jiuding, and had no current relationship or shareholding arrangements with Pushen Jiuding, its
general partner or Jiuding Investment.

Ms. YAO Zhihong

Ms. YAO Zhihong, a Chinese national, was one of the indirect shareholders of Tianyi
Investment (being a previous Shareholder of our Company) and an Independent Third Party.
For further details of Tianyi Investment, its investment into our Company and Ms. Yao’s
interest therein, see “— Major Shareholding Changes of our Company — Capital increase in
April 20117 above.

MAJOR ACQUISITION, DISPOSALS AND MERGERS

To strengthen our supply chain capabilities and reduce production costs, on June 26,
2023, Hangzhou Xingyi (a wholly-owned subsidiary of our Company), Ningbo Hongyan
Enterprise Management Consulting Partnership (Limited Partnership) (% S £ S5 B4 5
EYEAERAEY)) (“Ningbo Hongyan”) and Huamei Kangyan (Suzhou) Biotechnology
Co., Ltd. CGEEREIFERM LR AR ) (“Huamei Kangyan™”) entered into an equity
transfer agreement, pursuant to which Hangzhou Xingyi agreed to purchase and Ningbo
Hongyan agreed to transfer 14.1428% registered capital of Huamei Kangyan (the “2023
Huamei Acquisition”) and the capital contribution obligation owed by Ningbo Hongyan with
an aggregate amount of RMB10 million. As the 14.1428% registered capital of Huamei
Kangyan was not paid up by Ningbo Hongyan at that time and Hangzhou Xingyi shall be
obliged to fulfill the respective capital contribution obligation in Huamei Kangyan, the
consideration of the 2023 Huamei Acquisition was nil. On March 26, 2024, Hangzhou Xingyi,
Ningbo Hongyan and Huamei Kangyan entered into a share transfer agreement, pursuant to
which Hangzhou Xingyi agreed to purchase and Ningbo Hongyan agreed to sell 25.8572%
registered capital of Huamei Kangyan (the “2024 Huamei Acquisition”, together with the
2023 Huamei Acquisition, “Huamei Acquisitions”) at an aggregate consideration of
approximately RMB22.24 million, which was determined after arm’s length negotiations
taking into account the valuation of Huamei Kangyan. Such transfer was settled on March 28,
2024. Upon the completion of Huamei Acquisitions in March 2024, Huamei Kangyan was held
by Suzhou Guanyan Enterprise Management Partnership (Limited Partnership) (#k /e i 42&
EHMEBAEARSE), “Suzhou Guanyan™), Hangzhou Xingyi and Ningbo Hongyan as to
45.0005%, 40.00% and 14.9995%, respectively. As of the Latest Practicable Date, Suzhou
Guanyan was held by Mr. WANG Yihua (&%), Ms. ZENG Tianxia (% X#) and Mr. JIAO
Yinfei (FESRTE), all being Independent Third Parties, as to 55.50%, 24.50% and 20.00%.
Ningbo Hongyan was held by Mr. GAO Changai (%% %) and Ms. CHENG Bingying (F27k4%),
both being Independent Third Parties, as to 80% and 20%, respectively. Huamei Kangyan is
principally engaged in the development and production of skincare products. It commenced
production in 2022 and its operation scale matches the business demands of the Group,
including the production and canning of the products of our Company. To the best knowledge
of the Company, the number of staff of Huamei Kangyan as of December 31, 2021, 2022 and
2023 was nine, 48 and 72, respectively, and the proportion of the revenue of Huamei Kangyan
that was attributable to the sales to our Group for the years ended December 31, 2021, 2022
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and 2023 was nil, 33.9% and 46.0%, respectively. The total amounts paid to Huamei Kangyan
by the Group for the procurement of the raw materials and cosmetics production for the years
ended December 31, 2021, 2022 and 2023 were approximately nil, RMB0.8 million and
RMB15.4 million, respectively. The Huamei Acquisitions have been aggregated for the purpose
of considering the Company’s compliance obligations pursuant to Rules 14.22 and 14.23 of the
Listing Rules. None of the applicable percentage ratios as defined under the Listing Rules in
respect of the above transaction under Huamei Acquisitions reaches 25% or above which would
require disclosure pursuant to Rule 4.05A of the Listing Rules.

Save as disclosed above, during the Track Record Period, we had not made any
acquisitions, disposals or mergers that we consider to be material to us.

PUBLIC FLOAT

189,100,000 Shares (being 378,200,000 Shares immediately following the Share
Subdivision) controlled by (i) our Controlling Shareholders; and (ii) Ms. MAO Niping,
Ms. MAO Huiping, Mr. WANG Lihua, Ms. SONG Hongquan, Mr. XU Kejun and Mr. DING
Tao all being our core connected persons or otherwise fall under the situations as contemplated
under Rule 8.24 of the Listing Rules, representing 94.55% of our total issued Shares as of the
Latest Practicable Date or approximately [REDACTED]% of our total issued Shares upon
[REDACTED] (assuming the [REDACTED] is not exercised), will not be counted towards the
public float of our Company according to Rule 8.08 of the Listing Rules.

In addition, [REDACTED] Shares (being [REDACTED] Shares immediately following
the Share Subdivision) held by Shenzhen Dushi, representing [REDACTED]% of our total
issued Shares as of the Latest Practicable Date, or approximately [REDACTED]% of our total
issued Shares upon [REDACTED] (assuming the [REDACTED] is not exercised), will not be
considered as part of the public float as the [REDACTED] Shares they hold will not be
converted into H Shares and [REDACTED] on the Main Board upon [REDACTED].

To the best knowledge of our Directors and after due enquiries, [REDACTED] Shares
(being [REDACTED] Shares immediately following the Share Subdivision), representing
[REDACTED]% of our total issued Shares as of the Latest Practicable Date, or approximately
[REDACTED]% of our total issued Shares upon [REDACTED] (assuming the [REDACTED]
is not exercised), held by the remaining Shareholders other than the above-mentioned
Shareholders will be counted towards to the public float of our Company according to Rule
8.08 of the Listing Rules upon the [REDACTED]. Taking into account the [REDACTED]
(assuming the [REDACTED] is not exercised), [REDACTED] Shares, representing
[REDACTED]% of our total issued Shares upon [REDACTED] will be counted towards to the
public float of our Company according to Rule 8.08 of the Listing Rules.
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OVERVIEW

We are the leading Chinese premium beauty group. Founded in 2000 by the iconic figure
in China’s beauty industry, Mr. Mao, we have established a strong presence in China’s beauty
industry. We are the only domestic market player among the top ten premium beauty groups in
China, ranking seventh by retail sales in 2023 with a market share of 1.8%, according to Frost
& Sullivan. The premium beauty market in China has grown at a CAGR of 7.8% from 2018
to 2023, reaching RMB194.2 billion in 2023, and is expected to continue growing at a CAGR
of 9.9%, reaching RMB311.0 billion by 2028. Domestic beauty groups, with their insights into
Chinese consumer preferences, are well-positioned to meet the growing demand fueled by a
renewed sense of cultural pride and appreciation for oriental aesthetics. From 2018 to 2023, the
market size of domestic beauty brands expanded at a CAGR of 9.8%, outpacing the 5.9%

CAGR of international brands during the same period.

Our flagship brand, MAOGEPING, introduced in 2000, is the first domestic premium
beauty brand in China and has achieved a leading position among all domestic beauty brands.
In terms of retail sales in 2023, MAOGEPING was the only domestic brand among the top 15
premium beauty brands in China, ranking 12th with a market share of 1.8%, according to Frost
& Sullivan. MAOGEPING offers an extensive portfolio of color cosmetics and skincare
products, inspired by the rich oriental aesthetics and the light and shadow makeup artistry. In
particular, light and shadow makeup artistry refers to the strategic use of highlighting and
contouring techniques to enhance facial structure, while “oriental aesthetics” encapsulates the
beauty ideas and principles originating from traditional Chinese culture, serving as the creative
foundation that directs our product development initiatives. In 2021, 2022, 2023 and the six
months ended June 30, 2023 and 2024, MAOGEPING contributed 96.6%, 98.4%, 99.0%,
99.0% and 99.3% of our total revenue from product sales, respectively. In 2008, we expanded
our brand portfolio with the introduction of Love Keeps, offering an assortment of color
cosmetics and skincare products with a focus on quality and affordability that caters to a wide
spectrum of consumer preferences. As of June 30, 2024, our product portfolio comprised 387
SKUs under both brands, including 337 in color cosmetics and 50 in skincare. In the six months
ended June 30, 2024, revenue generated from sales of our color cosmetics and skincare
products accounted for 57.1% and 42.9% of our total revenue from product sales, respectively.
Rooted in the belief that maintaining superior skin condition is the foundation for achieving
optimal makeup results, our focus on both color cosmetics and skincare products has ensured

a strong growth momentum of our brand.

Our commitment extends beyond product development to include professional makeup
artistry training. Dedicated to raising the standard of makeup artistry and aesthetic literacy in
China, we offer comprehensive in-person makeup training programs at our Institutes of
Makeup Artistry nationwide, disseminating our deep-rooted knowledge in makeup artistry and
Mr. Mao’s aesthetics philosophy to budding makeup artists and beauty enthusiasts. Supported
by our dedicated training personnel, we actively cultivate aspiring talents in our industry which

provides a continuous source of artistry creativity.
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We strategically distribute our products through a network of counters in high-end
department stores to solidify our brand positioning, augmented by online channels to ensure the
wide accessibility of products. With our first counter established in Shanghai’s Grand Gateway
Plaza in 2003, we became the first premium domestic cosmetics group to establish counters in
high-end department stores, according to Frost & Sullivan. According to the same source, we
had the second-largest self-operated counter network among all beauty brands in China, which
consisted of 372 counters nationwide as of June 30, 2024. With over 2,700 beauty advisors
staffed at our counters as of the Latest Practicable Date, we have established one of the largest
counter-based service teams among all domestic and international beauty brands in China,
according to Frost & Sullivan, committed to delivering an experiential consumer experience
with high-quality customer services. Our counters are designed to feature a designated makeup
station, supported by well-trained beauty advisors skilled in makeup knowledge and techniques
to offer consumers professional makeup trials that augment the effects of our products. Our
online channels provide a wide array of product options that offer the convenience of shopping.
We also captivate our audience with live-streamed product showcases and makeup tutorials,
further enriching the consumer experience. In the six months ended June 30, 2024, revenue
generated from product sales through our offline and online sales channels accounted for
50.9% and 49.1% of our total revenue from product sales, respectively.

As the leader among China’s domestic premium beauty brands, we have experienced
rapid growth throughout the Track Record Period. Our total revenue increased from
RMB1,577.3 million in 2021 to RMB1,829.1 million in 2022 and further increased to
RMB2,886.0 million in 2023, representing a CAGR of 35.3% from 2021 to 2023. Our total
revenue also increased by 41.0% from RMB1,398.5 million in the six months ended June 30,
2023 to RMB1,971.5 million in the same period in 2024. In addition, our net profits increased
from RMB330.9 million in 2021 to RMB352.1 million in 2022 and further increased to
RMB663.5 million in 2023, representing a CAGR of 41.6% from 2021 to 2023. Our net profits
also increased by 41.0% from RMB349.3 million in the six months ended June 30, 2023 to
RMB492.5 million for the same period in 2024. According to Frost & Sullivan, our revenue
growth rate during the Track Record Period significantly exceeded the industry average. With
outstanding sales performance, we constantly solidify our market leadership and brand equity
within the premium beauty industry.

OUR STRENGTHS

We believe that the following strengths set us apart from our peers and allow us to
capitalize on the market opportunities for our future development.

Strong Leadership by Mr. Mao, an Iconic Figure in China’s Beauty Industry, Forging our
Brands with Aesthetic Philosophy and Entrepreneurship Spirit

Our leadership is centered around a strong creative team led by Mr. Mao, an iconic figure
in China’s beauty industry. With approximately four decades of experience in makeup artistry,
Mr. Mao pioneered an aesthetic philosophy combining the essence of light and shadow makeup
artistry with oriental aesthetics, which lays out the road map for our success in the development
of beauty products. Mr. Mao has participated in the makeup and styling for a number of

- 170 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

well-known television and film works and stage productions since 1984. Applying his light and
shadow makeup artistry and deep understanding of facial contouring, Mr. Mao has successfully
created a series of memorable film and television characters, most notably with the portrayal
of “Empress Wu Zetian” as a testament to his ability to craft a character’s visage across varying
ages with remarkable makeup skills. Widely recognized as the “magical makeup artist,” Mr.
Mao has applied his makeup artistry and creativity expertly to enhance the allure and
complexity of the characters he transforms, leaving a profound impression on the audience. Mr.
Mao has been awarded the “Makeup and Styling Golden Statue Award (fb4£4:154%)” on four
occasions by the China Society of Motion Picture and Television Engineers (4 [E &5 F 57
fli#:€r), an authoritative organization in China’s makeup industry. In August 2008, Mr. Mao
served as the personal makeup artist for Mr. Rogge, President of the International Olympic
Committee, during the Beijing Olympic Games’ opening ceremony. In addition, Mr. Mao’s
entrepreneurial spirit has been instrumental in preserving the consistent high quality of our
products and driving the success of our Group. In November 2023, Mr. Mao received the “22nd
Outstanding Entrepreneur of Zhejiang Province” award from the Zhejiang Enterprise
Federation and the Zhejiang Entrepreneurs Association. In December 2023, he was honored
with the Ernst & Young Entrepreneur of The Year awarded by Ernst & Young Greater China.

We believe that the inception of premium beauty brands often centers around the
distinctive artistic and design philosophy of their founders. Mr. Mao, drawing upon his
aesthetic philosophy, has become the first Chinese makeup artist that created his eponymous
beauty brand, MAOGEPING, which is also the first domestic premium beauty brand in China,
according to Frost & Sullivan. Dedicated to the dissemination of China’s rich cultural heritage
and legacy, MAOGEPING offers exclusive products that resonate with the depth of oriental
heritage. The fusion of oriental cultural interpretation with cosmetic technology has subverted
the prevailing market perception of China’s beauty industry, which was not previously
associated with premium product offerings. With the launch of MAOGEPING, Mr. Mao has
established a new standard within China’s beauty industry, propelling its development.

Our portfolio of beauty products encapsulates Mr. Mao’s artistic attainments in oriental
aesthetics. With a deep understanding of the functional needs inherent to beauty products, we
have merged the light and shadow makeup artistry with practicality in our product design. This
has led to a comprehensive portfolio of beauty products, catering to the increasing market
demand and expectations for beauty.

Mr. Mao’s influence on the brand’s trajectory extends beyond his professional acumen
and creative vision, as his passion towards makeup artistry and personal reputation and
influence in the industry has become a powerful asset in its own right. His social media
presence, as evidenced by more than 6.0 billion interactions on Weibo and 4.8 billion
interactions on Douyin respectively for Mr. Mao and MAOGEPING related topics as of the
Latest Practicable Date, amplifies our brand visibility and appeal to consumers. His ability to
authentically engage with consumers through these platforms fosters a community of brand
advocates and potential consumers, further enhancing our brand reputation and driving
consumer recognition and loyalty.
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Leader in China’s Premium Beauty Market, with Over Two Decades of Industry
Expertise, Sustaining Rapid Growth

Founded in 2000 by Mr. Mao, we have established a strong presence in China’s beauty
industry. We are the only domestic market player among the top ten premium beauty groups in
China, ranking seventh by retail sales in 2023 with a market share of 1.8%, according to Frost
& Sullivan. Our flagship brand, MAOGEPING, was the only domestic brand among the top 15
premium beauty brands in China, ranking 12th by retail sales in 2023 with a market share of
1.8%, according to Frost & Sullivan. With a particular focus on the department store channel
that represents the largest and most prestigious sales channel in China’s beauty industry,
MAOGEPING was also the largest domestic color cosmetics brand in terms of retail sales
generated from offline and, in particular, the department store channel in China by retail sales
in 2023, according to the same source. Collectively, our market rankings reflect our robust
stance and strategic positioning within the premium beauty industry.

Our strategic partnerships with reputable brands and institutes have been pivotal in
enhancing our brand visibility and consolidating our market stance. In partnership with the
Cultural and Creative Institute of the Palace Museum (%= CAl), we launched the “Eastern
Aura Elegance (54 77)” collection, seamlessly blending traditional cultural values with
contemporary fashion and ideals. We designed an exclusive product line, MAOGEPING -
LIGHT (EXF-*)t:#H), for Sephora that bolsters our brand recognition and extends our product
outreach. Additionally, we crafted the “Spark Shinning (XAEHI#)” sports series for TEAM
CHINA’s national athletes, a partnership instrumental in promoting the essence of
sportsmanship and the aesthetics of athleticism internationally. In 2021, MAOGEPING became
the official designated beauty product and service provider for the Hangzhou 2022 Asian
Games. We were named as one of the official sponsors for China’s artistic swimming team in
2022, and TEAM CHINA in 2023. See “— Branding and Marketing — Brand Building —
Celebrating Positive Lifestyle.”

As the leader among China’s domestic premium beauty brands, our business continued to
grow rapidly throughout the Track Record Period. Our total revenue increased from
RMB1,577.3 million in 2021 to RMBI1,829.1 million in 2022 and further increased to
RMB2,886.0 million in 2023, representing a CAGR of 35.3% from 2021 to 2023. Our total
revenue also increased by 41.0% from RMB1,398.5 million in the six months ended June 30,
2023 to RMB1,971.5 million to the same period in 2024. In addition, our net profits increased
from RMB330.9 million in 2021 to RMB352.1 million in 2022 and further increased to
RMB663.5 million in 2023, representing a CAGR of 41.6% from 2021 to 2023. Our net profits
also increased by 41.0% from RMB349.3 million in the six months ended June 30, 2023 to
RMB492.5 million for the same period in 2024. Our revenue growth rate during the Track
Record Period was significantly higher than the industry average during the same period,
according to Frost & Sullivan.
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Comprehensive Product Portfolio Catering to Diverse Consumer Beauty Needs, with
Classic Product Designs and a Touch of Oriental Aesthetics

We cultivate our brands to capture the essence of oriental aesthetics, crafting products
suitable for diverse consumer needs and preferences across different settings. The color
cosmetics market size and skincare market size in China reached RMB116.8 billion and
RMB463.0 billion in 2023, representing a CAGR of 4.7% and 8.4% from 2018 to 2023,
respectively. The two markets are expected to continue growing at a CAGR of 8.4% and 8.7%,
reaching RMB175.2 billion and RMB701.1 billion by 2028, respectively, according to Frost &
Sullivan. In response to the market opportunities presented by both color cosmetics and
skincare markets, we focus on both product categories to capitalize on the synergies between
these markets, offering a comprehensive beauty solution that caters to the diverse needs of our
consumers. By doing so, we aim to enhance customer loyalty, expand our market share, and
drive sustainable growth through cross-promotion and product development. As of June 30,
2024, our product portfolio comprised 387 SKUs across both product categories. In the
six months ended June 30, 2024, sales of color cosmetics and skincare products contributed
55.1% and 41.3% to our total revenue, respectively.

Color cosmetics have been a stable foundation for our business’s robust growth. In 2021,
2022, 2023 and the six months ended June 30, 2023 and 2024, our revenue generated from sales
of color cosmetics products amounted to RMB1,026.4 million, RMB1,002.8 million,
RMB1,622.2 million, RMB755.4 million and RMB1,085.1 million, respectively. As of June 30,
2024, we offered 337 SKUs in color cosmetics, comprehensively covering foundation,
highlights and contours, eye and lip makeup products that cater to consumers’ complete
makeup routine from pre-makeup care to setting and finishing touches. We have built a proven
track record in introducing popular color cosmetics products that resonate with contemporary
beauty standards and set trends in our industry. For example, one of our best-selling color
cosmetics product series, Luminous Cream Foundation product series, achieved retail sales of
over RMB200.0 million in the six months ended June 30, 2024.

We also experienced significant growth momentum in our revenue generated from sales
of skincare products, making it a vital driver to our business growth. In 2021, 2022, 2023 and
the six months ended June 30, 2023 and 2024, our revenue generated from sales of skincare
products amounted to RMB468.7 million, RMB772.0 million, RMBI1,159.7 million,
RMB603.9 million and RMB815.0 million, respectively. As of June 30, 2024, we offered 50
SKUs in skincare, comprehensively covering face creams, eye care, facial masks, serum and
facial cleanser for a wide range of skin types and skincare needs. Rooted in the belief that
maintaining superior skin condition is the foundation for achieving optimal makeup results,
some of our best-selling products, such as the Luxury Caviar Facial Mask and Luxury
Regenerating Black Cream, are widely recognized for their intensive repair and ability to
smooth fine lines and reduce pore visibility upon makeup. Such products synergistically
enhance the efficacy of our color cosmetics. In particular, one of our best-selling skincare
products, Luxury Caviar Facial Mask achieved retail sales of over RMB450.0 million in the six
months ended June 30, 2024.
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Integrated Sales Network with Experiential Shopping Experience, Fortifying Brand
Presence

We have established an extensive sales network integrating online and offline channels,
with a focus on self-operated counters in high-end department stores that reinforce our brand
image and positioning. Both of our offline and online channels expanded rapidly during the
Track Record Period. In the six months ended June 30, 2024, revenue from our offline and
online channels accounted for 50.9% and 49.1% of our total revenue for product sales,

respectively.

Offline Channels

We have established a strong presence within offline channels, primarily comprising our
self-operated counters in high-end department stores, sales to a premium multinational beauty
retailer and offline distributors. In 2021, 2022, 2023 and the six months ended June 30, 2023
and 2024, our revenue generated from sales through offline channels amounted to RMB966.0
million, RMB1,080.5 million, RMBI1,602.1 million, RMB788.3 million and RMB966.8
million, respectively, representing a CAGR of 28.8% from 2021 to 2023 and a period-to-period
growth rate of 22.6% from the six months ended June 30, 2023 to the same period in 2024, both
of which were significantly higher than the industry average, according to Frost & Sullivan.

We were the first premium domestic cosmetics group to establish counters in high-end
department stores, according to Frost & Sullivan. According to the same source, we had the
second-largest self-operated counter network among all beauty brands in China, which
consisted of 372 counters nationwide as of June 30, 2024. With over 2,700 beauty advisors
staffed at our counters as of the Latest Practicable Date, we have established one of the largest
counter-based service teams among all domestic and international beauty brands in China,
according to Frost & Sullivan, committed to delivering an experiential consumer experience
with high-quality customer services.

Our counters are designed to offer experiential and personalized shopping experiences.
Equipped with professionally designed makeup stations and staffed with skilled beauty
advisors with specialized training, our counters provide consumers with one-on-one makeup
trials, half-face comparison demonstrations and customized product consultations. We also
organize various types of makeup shows and events at our counters to create a sense of
excitement and engagement around our brand. For example, our makeup shows feature live
demonstrations by our top makeup artists, showcasing the latest techniques and product
launches. These events help to drive foot traffic, generate buzz, and create a memorable brand
experience for consumers. As of June 30, 2024, we had over 4.2 million registered members
through offline channels. During the Track Record Period, our repurchase rates were
significantly higher than the industry average, according to Frost & Sullivan.
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Online Channels

Building on the solid brand image, product strengths and consumer trust established in
our offline channels, we have expanded our presence on online sales channels. In 2021, 2022,
2023 and the six months ended June 30, 2023 and 2024, our revenue generated from sales
through online channels amounted to RMB529.1 million, RMB694.3 million, RMB1,179.8
million, RMB571.0 million and RMB933.2 million, respectively, representing a CAGR of
49.3% from 2021 to 2023 and a period-to-period growth rate of 63.4% from the six months
ended June 30, 2023 to the same period in 2024, both of which were significantly higher than

the industry average, according to Frost & Sullivan.

We have established a strong presence across multiple online platforms. In particular,
MAOGEPING enjoys an extensive social media following that highlights our engagement and
influence. For instance, we had attracted over 891,000 followers and received over 2.1 million
likes and collections on Xiaohongshu as of the Latest Practicable Date. Our profile on Douyin
amassed over 3.2 million followers and over 1.6 million likes, while our online store on Tmall
boasted approximately 6.0 million fans as of the Latest Practicable Date.

We have ventured into emerging online platforms to distribute creative content on our
brand story and engaging makeup tutorials to demonstrate our product efficacy. We also
collaborated with online platforms to conduct marketing campaigns. For instance, we partnered
with Tmall to conduct the “Light and Shadow 20th Anniversary” campaign in celebration of
our 20th anniversary. We collaborated with Douyin, a popular short-video platform in China,
to host the “Oriental Selection” event. We also partner with reputable KOLs who test and
endorse our products through short videos, posts, or livestreaming sessions on popular social
media platforms. These endorsements resonate with their followers and enhance our brands’
visibility and credibility. See “— Branding and Marketing.”

Cross-Channel Synergy

Our strategic integration of online and offline channels generates a synergistic effect that
drives cross-channel product sales. Consumers initially engaged at our offline channels
frequently become our advocates and repeat buyers online, further promoting our brand and
products. By directing online viewers to our counters, we provide them with one-on-one
makeup trials and customized product consultations, enriching their consumer experience and
fostering brand loyalty. This seamless interaction between channels not only enhances
consumer satisfaction but also bolsters our brand’s overall market presence.
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Commitment to Excellence in Product Design and Development Yields Consistent High
Quality

Our product design and development efforts are led by our founder, Mr. Mao, whose deep
understanding of light and shadow makeup artistry, oriental aesthetics and beauty product
design and development forms the foundation of our creative process. We have established a
product development team consisting of an Art Committee and a Core Product Design and
Development Team, who collaborate closely to guide the direction of product design and
development, while engaging ODM providers to collectively transform our core aesthetic
concepts and market insights into product solutions. As of June 30, 2024, our product
development team was comprised of 58 experienced personnel, with 74.1% holding a
bachelor’s degree or above. These team members bring an average of over 12 years of working
experience, with diverse backgrounds in areas such as molecular biology and chemical
engineering, and rich experiences from leading positions in multinational pharmaceutical
companies and biotechnology firms.

Our comprehensive expertise in product design and development is multifaceted,
encompassing (i) a deep-rooted aesthetic philosophy informed by oriental aesthetics and the
principles of light and shadow makeup artistry, which steers our product design direction; (ii)
a thorough understanding of product functionality and performance, enabling us to anticipate
and meet consumer expectations; (iii) a meticulous selection process for ingredients and
formula that guarantees the superior quality of our products; and (iv) proficiency in light and
shadow makeup artistry and other professional makeup application techniques, which
empowers us to create products that are not only easy to apply but also deliver great makeup
looks and versatility for various occasions. Offerings such as our 3D Light Highlighting
Powder and 3D Light Three-color Shading Compact are successful examples of how we apply
our aesthetic philosophy to enhance facial contours effectively. For example, our Ivory Skin
Primer Cream, formulated with Vitamin E, beeswax and botanical oils, exemplifies our
commitment to personalized beauty solutions that cater to diverse beauty needs, ensuring a
flawless base for makeup application, a natural finish, and essential skin nourishment.

Based on such comprehensive expertise, we foster strategic partnerships with select ODM
providers to supplement our product development capabilities. Our Core Product Design and
Development Team carefully selects ODM providers that align with our product development
philosophy, collaborates on design and development requirements, and jointly crafts product
formula. These partnerships enable us to leverage their technical know-how, manufacturing
capabilities, and quality control measures to improve product design and development
efficiency, while allowing us to concentrate on our core strengths in product conceptualization,
design and branding and upholding the high standards of quality and consistency that our brand
is known for. Moreover, by collaborating with these providers, we are able to leverage their
economies of scale to optimize our cost structure. This symbiotic relationship not only
enhances our operational efficiency but also allows us to offer our high-quality products at
competitive prices. These ODM partnerships are carefully managed to ensure that cost savings
do not compromise the quality or integrity of our products, aligning with our commitment to
deliver exceptional value to our customers.
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Drawing on over two decades of experience and inspired by Mr. Mao’s aesthetic
philosophy, we have established rigorous product development standards. Mr. Mao’s hands-on
involvement in the product development process further ensures that our offerings adhere to a
high standard of excellence in terms of quality and makeup effects. Our commitment to
uncompromising quality mandates that each product undergoes a thorough and time-intensive
process, which involves iterative prototype testing and feedback by the makeup artists in our
Institutes of Makeup Artistry, until it meets our exacting standards for product launch.
Typically, our product development timeline ranges from six to eight months, while certain
special-edition items may take 10 to 12 months due to their complexity. We are also committed
to the continuous optimization of our product offerings in terms of ingredients, formula, and
concepts to ensure the allure of our products.

Persistently Cultivating Talent to Promote the Philosophy of Oriental Aesthetics

Dedicated to raising the standard of makeup artistry and aesthetic literacy in China, we
established nine Institutes of Makeup Artistry in China as of the Latest Practicable Date,
namely, Hangzhou, Beijing, Shanghai, Chengdu, Shenzhen, Chongqing, Wuhan, Qingdao and
Zhengzhou. Such a nationwide makeup training service network positions us as one of the
largest makeup artistry training institutes in China in terms of program participants enrollments
in 2023, according to Frost & Sullivan. We endeavor to explore, cultivate and advocate beauty
through our makeup artistry training programs, strengthening and solidifying our brand value.
Supported by our dedicated training personnel, we actively cultivate aspiring talents in our
industry which provides a continuous source of artistry creativity. Our training personnel and
program participants diligently promote our aesthetic philosophy and thereby augment the
prestige of MAOGEPING on a national scale.

Our training programs are complemented with MAOGEPING cosmetics and beauty tools,
ensuring a highly professional training experience. This integration not only solidifies the
foundation of aesthetic theory but also elevates the visibility of our products within the
professional makeup community. The training process is ingeniously designed to generate
constructive feedback for our product line, enabling iterative product upgrades. This
collaborative synergy with our training personnel and program participants complements our
product development process, which is instrumental in the continued refinement of our
offerings and nurtures a virtuous cycle of growth for our business.

We have cultivated a number of outstanding talents for our industry through the makeup
training programs. Our program participants pursue successful careers across a spectrum of
sectors, including film, fashion, design, weddings, photography, media, blogging and retail.
They serve as ambassadors of our aesthetic philosophies and the MAOGEPING brand and
reinforce our influence within the beauty industry. Furthermore, we maintain a strong talent
pipeline, with select program participants advancing to pivotal roles within our Group, such as
headquarters employees, training personnel, or counter beauty advisors. This strategic talent
cultivation not only enriches our internal resources but also ensures the sustainable growth of
our brand.
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Experienced Management Team and Dedicated Workforce Committed to Our Vision and
Values

Our experienced management team works in tandem with our visionary founder, Mr. Mao,
to drive our success and rapid growth. See “Directors, Supervisors and Senior Management”
for members of our management team. Our management team’s diverse skill sets and
unwavering commitment to our vision have been critical to our success in executing Mr. Mao’s
creative vision. Their leadership has firmly established our MAOGEPING brand as an industry
leader.

Our dedicated workforce is also vital to our success. As of June 30, 2024, we had 3,725
full-time employees across various departments. We foster a corporate culture that values
passion, creativity, collaboration and continuous learning. Through comprehensive training
programs and development opportunities, we nurture our employees’ professional growth and
enhance their skill sets to drive our long-term success.

Our management and workforce are committed to the following shared values that form
the foundation of our corporate culture:

. Crafting perfection through artisanship: Living the mission, fostering commitment
and pursuing excellence.

. Putting contributors first: Rallying contributors, generating value, and rewarding
contribution.

. Upholding innovation spirit: Creating differentiated products, embracing open-
mindedness, and enhancing consumer engagement.

OUR STRATEGIES
We believe the following strategies pave the way for our sustained success in the future.
Enhancing Sales Network Coverage to Broaden Consumer Engagement

We are committed to augmenting the coverage of our offline sales channels by
establishing brand stores in cities with existing presence and penetrate surrounding cities,
thereby consolidating our offline presence and extending our offline retail reach. We aim to
elevate our brands’ visibility and influence through establishing counters in high-end
department stores, as well as establishing stores under our flagship brand MAOGEPING
nationwide. Counters in department stores offer a focused, brand-dedicated space within a
larger retail environment, allowing for personalized customer service and demonstrations in a
high-traffic setting. Additionally, stores under the MAOGEPING brand provide a holistic brand
experience, featuring a broader range of products and the brand’s aesthetic, enabling deeper
engagement with the brand’s identity and values. Furthermore, we plan to implement a
comprehensive upgrade of our department store counters. This refurbishment plan is designed
to enhance the artistic and visual presentation of our counters, enrich the consumer experience
with an elevated sensory journey, and further bolster our brand’s prestigious image.

- 178 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Our strategy for online expansion focuses on both establishing our proprietary official
online store and expanding our online presence on third-party e-commerce platforms. This
strategy is geared towards optimizing our online presence, widening our product accessibility
to consumers and appealing to a broader demographic. Key to this strategy is our strengthened
efforts in online marketing activities. We plan to amplify our online footprint through increased
promotional activities, strategic KOL collaborations, and a foray into burgeoning online
platforms. These targeted efforts are aimed to utilize diverse advertising techniques to unlock
new avenues for online growth. In parallel, we plan to upgrade our membership system to
foster deeper member engagement and brand loyalty, and drive higher repurchase rates.
Through these approaches, we aim to seamlessly integrate and maximize the synergies between
our online and offline channels.

Continue Focusing on Color Cosmetics and Skincare and Exploring New Product
Categories

Our product development strategy is underpinned by a dual focus on color cosmetics and
skincare to introduce distinctive products. This strategy is characterized by a commitment to
continuously optimize our product offerings, leveraging insights from product development,
market trends and professional makeup standards. We also plan to develop a new product
development agenda that aims to broaden our portfolio across different categories,
functionalities, application settings and target audiences.

For color cosmetics, we plan to develop specialized products that cater to diverse skin
tones and types, aiming to retain and expand our market share and prominence within the color
cosmetics industry. For skincare, we aim to enrich our skincare product offering. This involves
the adoption of effective ingredients and technologies to launch more popular skincare
products.

In addition, our product development plans include exploring new product categories.
Notably, we intend to launch an exclusive fragrance line, introducing perfumes and fragrance
products that reflect our distinctive brand identity. This initiative is poised to diversify our
product range, enhancing the allure and competitive positioning of our brand in the broader
cosmetics market.

Strategically Upgrading and Expanding Brand Portfolio with MAOGEPING as the
Anchor

Our brand development strategy is centered around the refinement of our existing brands
alongside the strategic incubation or acquisition of new premium brands. This strategy will set
the stage for us to become a diversified multi-brand conglomerate anchored by MAOGEPING
brand. Through these initiatives, we aim to bolster the prestige of the MAOGEPING brand, and
to enrich our brand portfolio, catering to a wider consumer base and capturing diverse market
opportunities.

In a concerted effort to develop our existing brand, Love Keeps, we are committed to
redefining its market positioning and initiating targeted strategies to carve out an innovative
growth path. This will entail an overhaul of the brand’s identity, a strategic repositioning to
align with evolving market dynamics, and a revitalization of consumer engagement
approaches. We intend to ensure that Love Keeps resonates with contemporary consumer
expectations and drive growth and innovation within our brand portfolio.
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We also plan to explore and pursue investment and acquisition opportunities in brands
with potential for growth and offer synergies that complement our existing brand portfolio. We
primarily target brands that already captured a respected market position and market share,
possess proprietary technology, product formula and patents, and position within the mid- to
high-end segments of the beauty industry. As of the Latest Practicable Date, we had not
identified any potential investment or acquisition targets or entered into any agreements in this
regard.

Strengthening Global Brand Presence and Overseas Market Penetration

We aim to elevate our market position as a distinguished cosmetics group globally,
advancing our brand’s reputation and influence through an overseas expansion strategy. This

endeavor aims to position us prominently in the global beauty industry.

We are poised to strategically penetrate overseas markets with a dual-channel approach
that encompasses both counters in department stores and online stores in overseas markets.
This expansion strategy is designed to amplify our brand’s exposure among global consumers.
Integral to our approach is forging partnerships with high-end department stores worldwide, a
move that will serve to solidify our brand image and embed our presence in the consciousness
of overseas consumers. Moreover, to compete effectively with international brands in overseas
markets such as Europe, America and Asia-Pacific region, we are enhancing our competitive
strategies by focusing on different product and branding strategies that cater to regional beauty
trends and consumer preferences. We are committed to assembling local teams dedicated to
product development, marketing and sales in overseas markets. This localization strategy
ensures our product offerings are tailored to the distinct characteristics and needs of local
consumers, fostering product relevance and appeal. Additionally, we are exploring strategic
investment and acquisition opportunities, such as those with business focus on beauty brands
that are aligned with our premium market positioning and with products that could be
complementary to our product offerings, and those along our supply chain with production
capabilities, to develop products that align with the specific climatic conditions and consumer
characteristics of each region. Building on our current arrangements, we plan to collaborate
with industry partners who have complementary resources. These efforts aim to enhance our
brand image and expand our reach into untapped markets. In addition, we plan to establish our
presence through both online and offline channels, including a proprietary official online store
which will serve as the cornerstone of our brand experience. Our marketing and branding
efforts will be centered around the oriental aesthetics, engaging with customers through the
lens of oriental artistry to convey our brand story. In addition, we aim to leverage sales
channels through third parties, including multinational beauty retailers and high-end
department stores, to reach the local consumers. By combining the allure of oriental-inspired
products with insights of local markets, we aim to establish our presence in these overseas
markets.

Embarking on this journey towards overseas expansion, we are confident in significantly
bolstering our competitive edge aiming to become a leader in the global premium beauty

industry.
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Upholding Brand Positioning Founded on Makeup Artisanship, Advancing Product
Development and Makeup Artistry Training

Product development and makeup artistry training programs are fundamental to our
continued success. As such, we were in the progress of constructing our Hangzhou R&D Center
to strengthen our product design and development capabilities as of the Latest Practicable
Date, with completion and commencement of operations anticipated by the end of 2026. We do
not intend to use the net proceeds received from the [REDACTED] on the construction of the
Hangzhou R&D Center.

To enhance our in-house R&D capabilities, we have developed a comprehensive strategy.
This strategy involves increasing our involvement in key R&D steps by identifying critical
areas where we can enhance our direct participation, including formula design, production
process optimization, and product testing. We are also prioritizing high-potential product lines,
focusing our R&D efforts on offerings with the greatest potential return on investment, such
as skincare products, which aligns with market trends and our existing strengths. Additionally,
as we develop in-house manufacturing capabilities, we plan to integrate our R&D efforts with
production processes, creating synergies that enhance both innovation and operational
efficiency.

Looking ahead, we plan to further establish R&D centers at our headquarters and overseas
to develop proprietary product formula, foster collaboration with overseas research institutes,
and enhance product efficacy. While not generating revenue in overseas markets during the
Track Record Period, we recognize the significant potential of these markets and value
advanced technologies and product formulas from abroad. Establishing overseas R&D centers
will facilitate collaboration with local laboratories, keep pace with the latest product
formulations and technologies, and develop products tailored to local markets, thereby driving
product sales. These overseas R&D centers will also attract and employ local professional
talents, enriching our product development with global insights and directions. Such a strategic
approach is aimed at continuously sharpening our products’ competitive edge, fortifying our
position as a premium beauty brand founded on professional artisanship.

In line with our dedication to professional makeup artistry training, we plan to upgrade
and expand our existing training facilities. This includes the expansion of existing institutes as
well as the establishment of additional institutes to extend the reach of our makeup artistry
training programs. Our goal is to meet the growing demand for professional makeup training
among a wider customer base. We are also focused on upgrading our online training platforms,
introducing programs that advocate our aesthetic philosophy and further elevate
MAOGEPING’s stature. We are committed to strengthening our training personnel, ensuring a
high standard of training quality and continuous improvement.
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OUR BUSINESS

We are committed to offering consumers a comprehensive beauty experience
characterized by high-quality beauty products, professional makeup artistry training, and
experiential and personalized customer service.

Product Offerings

Drawing upon the aesthetic philosophy of our founder, we have created beauty products
that capture the essence of the light and shadow makeup artistry and oriental aesthetics to bring
out the best makeup effects. We primarily operate two beauty brands: our flagship brand
MAOGEPING and Love Keeps. We offer a selective portfolio of color cosmetics and skincare
products under each brand speaking to different consumer demographics. Our commitment to
quality is deeply embedded in our corporate culture and influences every facet of our
operations from product design to consumer engagement, solidifying our premium market
positioning and broad market recognition.

MAOGEPING. As our flagship brand launched in 2000, MAOGEPING was named after
our founder, Mr. Mao Geping (“Mr. Mao”). MAOGEPING offers a wide array of products
guided by the light and shadow makeup artistry and oriental aesthetics. In particular, “light and
shadow makeup artistry” refers to the strategic use of highlighting and contouring techniques
to enhance facial structure. “Oriental aesthetics,” on the other hand, encapsulates the beauty
ideas and principles originating from traditional Chinese culture, characterized by Chinese
elements that deeply resonate with Chinese consumers. Our commitment to such aesthetic
philosophy has cemented MAOGEPING’s positioning within the premium beauty industry,
blending artistry with makeup techniques and the essence of oriental culture to enhance
makeup effects. According to Frost & Sullivan, MAOGEPING was the only domestic brand
among the top 15 premium beauty brands in China, ranking 12th by retail sales in 2023 with
a market share of 1.8%, evaluated by criteria aligned with industry standards including retail
prices, sales channels and brand recognition. Throughout the Track Record Period, we
primarily derived our revenue from product sales of MAOGEPING, which contributed 96.6%,
98.4%, 99.0%, 99.0% and 99.3% of our total revenue from product sales in 2021, 2022, 2023
and the six months ended June 30, 2023 and 2024, respectively.

Love Keeps. In 2008, we expanded our brand portfolio with Love Keeps, tailored to
consumers who seek both quality and affordability. Love Keeps offers an assortment of color
cosmetics and skincare products that deftly balance cost-effectiveness with high-caliber
performance. By targeting the mass market, Love Keeps ensures accessibility to a broad range
of customers.
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The following table sets forth a brief comparison of MAOGEPING and Love Keeps in the

following aspects:

MAOGEPING Love Keeps
Target Customers. . . . . Consumers who value Consumers who seek both
quality, luxury and quality and affordability
exclusivity
Types of Products . ... Color cosmetics and Color cosmetics and
skincare products skincare products
Recommended price RMB200 — RMB&00 RMB120 — RMB380
range for major
products . .. .......
Marketing Strategy ... Primarily sold through Primarily sold through
counters in selected offline distributorship

department stores and
other offline and online
sales channels

Makeup Artistry Training

Dedicated to raising the standard of makeup artistry and aesthetic literacy in China, we
established nine Institutes of Makeup Artistry in China as of the Latest Practicable Date. We
offer comprehensive in-person makeup training programs at these institutes to disseminate our
deep-rooted knowledge in makeup artistry and Mr. Mao’s aesthetic philosophy to makeup
artists and beauty enthusiasts. As of June 30, 2024, we had 194 training personnel and 3,539
program participants enrolled in our training institutes. We offer a wide range of training
programs designed to meet the diverse needs and aspirations of our program participants, from
basic makeup techniques to advanced aesthetic concepts. Our investment in makeup artistry
training not only bolsters our brand image and reputation but also synergizes with our product
development and sales, ensuring a well-rounded and enriching beauty experience that resonates

with consumers and industry professionals alike.
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The following table sets forth our revenue breakdown by business line and product
category for the periods indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Amount % Amount % Amount % Amount % Amount %

(RMB in thousands, except for percentages)

(unaudited)

Product Sales. . . .
- Color cosmetics . . 1,026,354 651 1,002,772 548 1,622,185 562 755364 540 1,085050  55.1
- Skincare. . . . .. 468,713 297 711969 422 L159707 402 603909 432 814972 413
Subtotal . ... .. 1,495,067 948 1,774,741 970 2,781,892 964 1,359,273 972 1,900,022  96.4
Makeup artistry

training and

related sales . . . 82280 52 5431130 104072 3.6 39258 28 LS04 36
Total .. ... ... 1,577,347 100.0 1,829,112 100.0 2,885,964  100.0 1,398,531 1000 1,971,526  100.0

Experiential and Personalized Customer Service

We strategically distribute our products through a network of counters in high-end
department stores to solidify our brand positioning, augmented by online channels to ensure the
wide accessibility of products. With our first counter established in Shanghai’s Grand Gateway
Plaza in 2003, we became the first premium domestic cosmetics group to establish counters in
high-end department stores, according to Frost & Sullivan. As of June 30, 2024, we operated
a total of 372 counters covering over 120 cities nationwide. Our counters are carefully designed
to offer customized consultations and proficient makeup trial services, creating an experiential
and personalized shopping experience for consumers. With over 2,700 beauty advisors staffed
at our counters as of the Latest Practicable Date, we have established one of the largest
counter-based service teams among all domestic and international beauty brands in China
according to Frost & Sullivan, committed to delivering a satisfactory consumer experience
with high-quality customer services. In addition, our online channels provide a wide array of
product options that offer the convenience of shopping. We also captivate our audience with
live-streamed product showcases and makeup tutorials, further enriching the consumer
experience.
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The following table sets forth the total sales volume and average selling prices of our
products by product category for the periods indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Average Average Average Average Average

Sales Selling Sales Selling Sales Selling Sales Selling Sales Selling
Volume Price Volume Price Volume Price Volume Price Volume Price

Unitin ~ RMB per  Unitin ~ RMB per  Unitin  RMB per  Unitin  RMB per  Unitin  RMB per
thousands unit thousands unit thousands unit thousands unit thousands unit

Color Cosmetics. . . 6,895.4 1488 6,346.1 1580  9,718.8 1669 4,710.5 1604 6,622.7 163.8

Skincare . . . . . .. 1,398.7 @ 2,244.6 M 3,598.1 % 1,879.3 w 2,351.0 w
Overall . . ... .. 8,294.1 @ 8,390.7 M 13,3169 M 6,589.8 % 8,973.7 y
Note:

(1)  The average selling price accounts for the prices of products sold through all sales channels, including direct
sales to consumers, as well as sales made to retailers and distributors.

The average selling prices are lower than the high end of the listed price range primarily
due to: (i) lower prices of products sold to retailers and distributors than that to consumers as
we offer discounts for bulk purchases, which is in line with typical industry practice; and (ii)
the calculation of average selling price excludes Value Added Tax (“VAT”) and incorporates
adjustments for sales discounts, loyalty points and other promotional activities that affect the
final selling price.

Color Cosmetics

Our color cosmetics offering encompasses a wide range of foundation, highlighting and
contouring, eye and lip makeup products, meticulously designed to cater to the unique skin
conditions, facial structures and aesthetic preferences of Chinese consumers. As of June 30,
2024, we offered 337 SKUs in color cosmetics. In 2021, 2022, 2023 and the six months ended
June 30, 2023 and 2024, our revenue generated from sales of color cosmetics products
amounted to RMB1,026.4 million, RMB1,002.8 million, RMB1,622.2 million, RMB755.4
million and RMB1,085.1 million, respectively, accounting for 65.1%, 54.8%, 56.2%, 54.0%
and 55.1% of our total revenue for the same periods.
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Foundation

To cater to consumers’ needs for a complete makeup routine from pre-makeup care to
setting and contouring, we have introduced a comprehensive set of foundation products
including primer, concealer, foundation, setting powder and blush. With a foothold in the
Chinese beauty market, our foundation products are crafted with select ingredients to achieve
a cream texture that complements the dry skin types prevalent among Chinese consumers.

Below sets forth our representative foundation products:

Luxury Caviar Flawless Ivory Skin Primer Cream Luminous Perfect Luminous Moisture
Cushion Liquid ($HERE F N A7) Cream Foundation (F£/&F  Liquid Foundation (F/EF

Foundation (¥ 71 WAERK ) TR )
BRBHER)

Highlighting and Contouring

Our highlighting and contouring products, particularly the Light and Shadow Collection
(65 &), are designed with textures and shades to help craft a more defined facial structure
for consumers. Below sets forth our best-selling highlighting and contouring product, 3D Light
Highlighting Cream Foundation (J&52 %8 BH = 68 B ):

3D Light Highlighting Cream Foundation (JC#28EA R H)

The 3D Light Highlighting Cream Foundation is one of our signature color cosmetics
products and has been on the market for over a decade. This foundation has evolved through
extensive market testing and continued iterations, and is with its fourth generation as of the
Latest Practicable Date.

Based on the philosophy of light and shadow makeup
artistry, the 3D Light Highlighting Cream Foundation
is designed to create a sculpted porcelain look. It
features a dual-dimension design that allows for a
combination of matte and shimmer finishes. This

product provides a natural luminosity and enhances
facial features, achieving an optimal base for a
variety of makeup styles.
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Below sets forth some other representative products of our Light and Shadow Collection:

3D Light Highlighting 3D Light Three-color 3D Shadow Compact 3D Light Nose Bridge
Powder (FEFBHENY  Shading Compact (GEFHE  Powder (FHMBNE)  Lifting Palette (FZ B
£ ZEER) B
Eye Makeup

We have introduced a select range of eye makeup products including eyeshadows,
eyeliners and mascaras to meet the evolving beauty preferences of customers. Our eyeshadows
are available in an assortment of shimmer and matte finishes across a diverse color spectrum,
catering to different makeup styles and occasions and allowing for creative and personalized
eye looks. We also introduced eyeliners in a variety of colors other than black, catering to
consumer demand for more vibrant and colorful eye makeup effects, thus broadening the scope
for self-expression and creativity in daily makeup routines. Below sets forth our representative
eye makeup products:

Sculpture Bright Eyeshadow — Sculpture Duo Eyebrow Sculpture Liquid Eyeliner Sculpture Water-proof
(B GERIRY) Powder (BTG 24 JERF) (BIETATFARSE ) Mascara (BTEBKIEEE)

Lip Makeup
Our lip makeup range is meticulously formulated to enhance lips’ natural hue suitable for

different makeup styles and occasions. We are also exploring new textures in lip makeup
products to provide a novel sensory experience. Below sets forth our representative lip makeup

products:
, 1
Precious Illuminating Lip  Allure Moisturizing Lipstick Allure Velvety Lipstick Silky Elegant Lipstick
Glaze (FHRHOLER) (B EREHEE) (BEHFEE) (HEHEEH)
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Limited-Edition Products

Our color cosmetics product lines also feature limited editions that encapsulate industry
trends, celebrate traditional cultures, and incorporate advanced technology for enhanced
application and wear. Below sets forth our representative limited edition products, Eastern
Aura Elegance (584 J7) collection.

Eastern Aura Elegance

Embracing the philosophy of championing traditional culture through contemporary
fashion and modern ideals, our “Eastern Aura Elegance” collection, now in its fifth generation,
was created in collaboration with Cultural and Creative Institute of the Palace Museum. This
collection elegantly infuses rich oriental motifs into modern beauty concepts, masterfully
incorporating the centuries-long legacy of the Palace Museum and the quintessence of oriental
aesthetics into its product offerings. As MAOGEPING’s pinnacle in oriental aesthetics, the
collection crafts products that validate and perpetuate culture. The interpretation of oriental
culture, fused with cosmetic technology, has earned the collection widespread acclaim and a
devoted brand following. Below sets forth our representative products in the “Eastern Aura
Elegance” collection:

Frolicsome Royal Kitty Eyeshadow Palette Sunny Spring with Flying Butterfly Rouge
(1EV3i 952 IR #A%) (W7 MR I 12 R M)

Calligraphy And Bamboo Charming Dual Dancing Crane Eternity Pressed Powder
Color Highlight Palette (%122 R 17 20 B (15 55 [l BE 5T 2H 2 7 B9F)
B EtR)

Fragrance And Shadow Wear Pressed Rouged Lotus Brilliance Lip Powder Palette
Powder (&7 57 5 HEEHF7 B5F) (B4 5 BRER IR F AR)
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Skincare Products

Drawing on our extensive experience in product design, development, distribution and
branding, coupled with a loyal consumer base established in the color cosmetics sector, we
have expanded our portfolio to include skincare products. Our skincare offerings
comprehensively span face creams, eye care, facial masks, serums and cleansers, designed to
meet the diverse skin types and skin care requirements of consumers. We firmly believe that
maintaining superior skin condition is the foundation for achieving optimal makeup results. In
alignment with this belief, our Luxury Caviar Facial Mask and Luxury Regenerating Black
Cream, in particular, have been widely recognized for their intensive repair capabilities and
superior effects in smoothing fine lines and reducing pore visibility, thereby synergistically
enhancing the efficacy of our color cosmetics. As of June 30, 2024, we offered 50 SKUs in
skincare. Below sets forth our best-selling and signature skincare product, Luxury Caviar
Facial Mask:

Luxury Caviar Facial Mask (ZZ& 7 EE)

The Luxury Caviar Facial Mask has been one of our best-selling skincare products since
its launch. By improving the skin condition, the mask provides an optimal base for makeup
application, synergistically enhancing the effects of our color cosmetics.

The Luxury Caviar Facial Mask is formulated with a
rich blend of Siberian caviar and ginseng essence that
effectively hydrates the skin and improves the skin’s
firmness and texture. It also tackles signs of aging by
revitalizing the skin and strengthening the skin
barrier. In the six months ended June 30, 2024, the
product achieved retail sales of over RMB450.0
million.

Below sets forth our representative skincare products:

Luxury Caviar Lotion Luxury Caviar Multi- Luxury Time-inverse Luxury Regenerating
(BHEAHFEEK) Function Ampoule Essence Recovery Eye Essence Energizing Essence
(BEGTENERFER) (FELFHERIRMEE)  (FERENERER)

j S =

Luxury Regenerating Premium Nutritive Premium Nutritive Light Luxury Time-Inverse
Black Cream Anti-aging Eye Cream Moisturizing Cream Recovery Cream
(BRI (BEMBEIRR) (RSB ) (FHZFIH)
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Customer Service

Consumer satisfaction remains our top priority. We have a dedicated consumer service
team that stays responsive to consumers’ inquiries, feedback and complaint, committed to
providing personalized consumer services to build long-lasting consumer relationships and
enhance consumer loyalty and satisfaction. As of June 30, 2024, our consumer service team
consisted of 17 personnel. Our consumer service team closely monitors and keeps record of
reviews, feedbacks or complaints received across various channels such as our counters,
third-party e-commerce platforms and various social media and short video platforms such as
Xiaohongshu and Douyin, and promptly contacts relevant consumers to address their concerns
in a timely manner. We also operate a customer service hotline which allows our customers to
express their views about our products and services. In addressing consumers’ complaints, we

undertake to communicate and liaise with the consumers in a timely manner.

Our complaint management process, both online and offline, is designed to ensure
efficient and effective handling of customer concerns. For offline complaints, beauty advisors
at the counter level are authorized to manage returns and exchanges for products with visible
defects or quality issues, subject to conditions such as dermatologist-certified skin allergic
reactions, resalable products within the specified return period, and previously identified
defective products. Unresolved issues at the counter level are escalated to the regional
customer service team, and more complex matters are further escalated to the customer service
manager or marketing director. Returns must be accompanied by a standard complaint handling
form and are consolidated monthly to ensure proper recording and handling. Similarly, our
online complaint management process begins at our online customer service center, where staff
are authorized to handle complaints under conditions identical to the offline process. The
customer service department determines the responsible party for the complaint, and if it
involves logistics issues such as damage or incorrect delivery, we handle returns or resend the
product accordingly, seeking compensation from the logistics providers for any losses incurred.
For complaints that are more complex and are escalated to the relevant online platform, the
customer service teams from the relevant platform may step in to resolve the issue. This
structured approach across both channels ensures that every incident is recorded and addressed,

thereby mitigating potential dissatisfaction and strengthening consumer trust.

Supported by our customer service team, we have built a strong track record of customer
satisfaction. During the Track Record Period, to our best knowledge, we maintained low
overall consumer complaint rates of 0.18%, 0.20%, 0.27% and 0.22% in 2021, 2022, 2023 and
the six months ended June 30, 2024, respectively, which were significantly lower than the
industry average, according to Frost & Sullivan. The complaints on record primarily concern
product quality and user experience, reported allergies, price discrepancies due to promotional
events held during shopping festivals through different sales channels, product logistics, and
damaged packages. During the Track Record Period and up to the Latest Practicable Date, we
did not receive any complaint from consumers that had a material and adverse effect on our

operations and business reputation.
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We have established a comprehensive policy for product recalls, returns, and exchanges
in compliance with relevant PRC laws and regulations and policies of relevant third-party
platforms. Our return and recall procedures vary by sales channel:

Offline channels. For products sold at our counters within department stores, returns are
generally permissible within the return period specified by the respective department store.
Typically, returns are allowed for reasons such as product defects, adverse skin reactions, or
dissatisfaction with service. However, returns are not generally accepted after three months
from the purchase date; any such requests are evaluated on a case-by-case basis. In 2021, 2022,
2023 and the six months ended June 30, 2024, products returned from offline direct sales
amounted to RMBO0.3 million, RMBO0.3 million, RMB0.5 million and RMBO0.5 million,
respectively, representing a product return rate of 0.03%, 0.03%, 0.04% and 0.06% in the
respective periods.

Online channels. For products sold via our online stores on third-party e-commerce
platforms, we allow consumers to return or exchange products suitable for a second sale within
seven days from delivery, consistent with relevant laws and regulations and platform policies.
Returns or exchanges beyond this seven-day period are generally disallowed, except in cases
of product defects or adverse skin reactions. In 2021, 2022, 2023 and the six months ended
June 30, 2024, products returned from online direct sales amounted to RMB1.6 million,
RMB2.9 million, RMB10.3 million and RMB10.8 million, respectively, representing a product
return rate of 0.42%, 0.56%, 1.10% and 1.48% in the respective periods.

Sales to distributors. For return policies of products sold to online and offline
distributors, see “— Our Sales Network — Offline Channels — Sales to Offline Distributors”
and “— Our Sales Network — Online Channels — Sales to Online Distributors.” In 2021,
2022, 2023 and the six months ended June 30, 2024, products returned by our online and
offline distributors amounted to RMB2.4 million, RMBO0.9 million, RMB14.1 million and
RMBO.3 million, respectively, representing a product return rate of 1.07%, 0.37%, 4.42% and
0.13% in the respective periods. In 2023, the increase in the product return rate from
distributors was largely due to a one-time authorized return process for an online distributor.
This distributor organized a special promotional campaign on a particular online platform.
Since it was a new initiative without a prior track record, the campaign’s sales were different
from projections, resulting in a special return authorization afterward.

According to Frost & Sullivan, our product return and recall policies are in line with the
industry practice in the PRC. During the Track Record Period, our product return rates were
lower than the industry average, according to Frost & Sullivan. During the Track Record Period
and up to the Latest Practicable Date, we had not encountered any material product recalls,
returns or defects.
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PRODUCT DESIGN AND DEVELOPMENT

Our success is underpinned by our strong product design and development capabilities,
which are driven by our product development team’s comprehensive expertise and thorough
approach to creating high-quality beauty products.

Our Product Development Team. Our product design and development efforts are led by
Mr. Mao’s deep understanding of light and shadow makeup artistry, oriental aesthetics and
beauty product design and development. We have established a product development team
consisting of an Art Committee comprising makeup artists of our makeup artistry training
institutes to oversee the artisanship of our products, and a Core Product Design and
Development Team responsible for the overall product design and development process. The
two teams collaborate closely to guide the direction of product design and development, while
engaging ODM providers to collectively transform our core aesthetic concepts and market
insights into product solutions. As of June 30, 2024, our product development team was
comprised of 58 experienced personnel, with 74.1% holding a bachelor’s degree or above.
These team members bring an average of over 12 years of working experience, with diverse
backgrounds in areas such as molecular biology and chemical engineering, and rich
experiences from leading positions in multinational pharmaceutical companies and
biotechnology firms. In addition, our makeup artistry training programs provide a valuable
source of new talents for our product development team, supporting the continuity and growth
of our creative capabilities. By cultivating a pool of skilled professionals who understand our
brand philosophy and aesthetic principles, we maintain a strong foundation for future product
development.

Our Comprehensive Expertise. Our comprehensive expertise is the driving force behind
our ability to create products of exceptional functionality and performance. In particular, our
knowledge of product ingredients, formula and design allows us to create products with good
functionality and performance. We select quality raw materials and use advanced formulation
techniques to develop products that cater to the specific needs and preferences of our target
consumers, particularly those with Asian skin types and beauty standards. Our aesthetic
philosophies, particularly in light and shadow makeup artistry and oriental aesthetics,
differentiate us from other premium international cosmetics brands. By incorporating elements
of light and shadow and traditional Chinese cultural elements into our product design, we
create visually appealing and culturally relevant product collections that capture the essence of
oriental beauty. In addition, our professional makeup application techniques, developed
through years of experience, confer us valuable insights into makeup looks and product usage
occasions. This understanding allows us to develop products that perform well and offer
versatility and ease of use, enabling our consumers to achieve their desired looks.

Strategic Partnerships with ODM Providers. To enhance our product design and
development capabilities, we have forged strategic partnerships with reliable ODM providers,
leveraging their technical expertise, manufacturing facilities and quality control processes to
support our product design and development initiatives. Our product development team
identifies qualified ODM providers aligned with our product design and development
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philosophy, communicates design and development requirements, and collectively develops
product formula with these suppliers. We also maintain oversight and involvement throughout
the product development cycle, from initial concept to final production. Our product
development team works closely with our ODM providers, providing specifications,
conducting quality checks, testing product protocols and making necessary adjustments to
ensure that the final products meet our standards and align with our brand vision. Our
collaboration with ODM providers allows us to focus on our core competencies in product
conceptualization, design and branding while ensuring that our products are manufactured to
high standards of quality and consistency.

We generally enter into long-term agreements with our ODM providers for product design
and development. Pursuant to the agreements, ODM providers are involved in the research and
development and, where applicable, the production of cosmetics and cosmetic raw materials.

13

For production by ODM providers, see “— Production and Supply Chain Management —

Production.”

Current R&D Approach and Future Strategy. Our current product design and
development approach primarily involves guiding the overall direction while engaging ODM
providers to conduct detailed R&D and product design work. Under the strategic guidance of
our product development team, we leverage the resources of ODMs. According to Frost &
Sullivan, engaging ODMs for product design, development, and production is an established
practice within the cosmetics industry. This approach allows companies to focus on core
competencies such as branding, marketing, and overall product strategy while benefiting from
the specialized capabilities of ODM partners.

To enhance our in-house R&D capabilities, we have developed a comprehensive strategy
aimed at strengthening our product innovation capabilities, competitive position, and long-term
growth. This strategy includes increasing our involvement in key R&D steps, prioritizing
high-potential product lines, expanding our research facilities both domestically and
internationally, and integrating R&D with our developing in-house manufacturing capabilities.
For further details on our R&D enhancement strategy, see “— Our Strategies — Upholding
Brand Positioning Founded on Makeup Artisanship, Advancing Product Development and
Makeup Artistry Training.”

Product Development Process. Our product design and development process is thorough
and time-intensive, typically spanning six to eight months, with some limited edition products
requiring 10 to 12 months. This approach ensures that every product undergoes testing and
refinement before reaching our consumers, ensuring good quality, performance, and aesthetics.

Our product design and development process typically encompasses the following steps:

. New Product Project Initiation: Our product development team collaborates
in-depth with our ODM providers to establish the product development standards.
Our marketing team and Art Committee determine the product design and
development initiatives.
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. Comparable Product Analysis: We collect and analyze data on comparable leading
market products, evaluating aesthetics, functionality and formula to gain industry
insights.

. Product Design and Development: We set the specifics of our product standards
based on our aesthetic philosophy. We select raw materials appropriate for the skin
conditions and facial features of target consumers, adjusting color temperature and
brightness to create visual depth. We also select packaging materials, design product
packaging, and engage qualified ODM providers for prototype development.

. Product Testing: We engage in iterative protocol testing to ensure the high quality
of our products. Our Quality Control Center sets product quality standards,
implementing compatibility and functionality tests for new products, as well as
quality inspections for initial product and packaging batches.

. Sample Testing: Our makeup artists from makeup artistry training institutes and
frontline marketing employees participate in product trials, providing assessments
of the samples based on their professional experience.

. Mass Production: Following satisfactory sample testing results, we proceed to mass

production and sales of products.

Aesthetics- and Functionality-Driven Product Design. Recognizing the dual function
of aesthetics and utility in product appearance design, we emphasize the importance of both
visual appeal and practicality in our product presentations. Our commitment to creating a
unique brand identity is reflected in our product aesthetics and packaging designs. These
designs have developed through generations of proprietary molds, incorporating elements of
Chinese architecture to deepen cultural resonance. This approach to packaging has earned us
43 design patents and a Muse Design Award as of the Latest Practicable Date, evidencing our
brand’s distinctiveness and sophistication.

Our Product Design and Development Achievements. Our commitment to product
design and development has yielded positive results. For example, based on our light and
shadow makeup artistry, we pioneered the development of the highlighting and contouring
products in China, notably with the Light and Shadow Collection that was specifically
designed to suit Chinese skin tones among all domestic beauty brands, according to Frost &
Sullivan. During the Track Record Period, we developed and upgraded a total of 262 new SKUs
for MAOGEPING and Love Keeps, with an average of approximately 75 SKUs upgraded each
year.
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OUR SALES NETWORK

We sell our products through an extensive sales network integrating offline and online
channels. Our offline channels comprise (i) direct sales primarily via our self-operated
counters, (ii) sales to a premium multinational beauty retailer, and (iii) sales to offline
distributors. Our online channels cover e-commerce platforms such as Tmall, Xiaohongshu,
Douyin, JD.com and Taobao through (i) direct sales via online stores, and (ii) sales to online
distributors. Both of our offline and online channels expanded rapidly during the Track Record
Period.

The following table sets forth the breakdown of our revenue from product sales by sales
channel for the periods indicated:

Year ended December 31, Six months ended June 30,
2021 2022 2023 2023 2024
Amount % Amount % Amount % Amount % Amount %

(RMB in thousands, except for percentages)

(unaudited)

Offline channels
Offline direct sales'™ . . . . . . . 859,299  57.5 978,769  55.1 1438182 5.7 707,000 520 875282  46.1
Sales to offline distributors . . . . 76,001 5.1 5,136 32 69804 25 32,090 24 40440 2.1

Distributor-operated counters

for MAOGEPING . . . . .. 26,821 1.8 29464 17 43107 15 19248 14 26813 14

Others” . ... ..... ... 49180 33 27,672 15 0 26697 1.0 12842 1.0 13,627 0.7
Sales to a premium multinational

beauty retailer . . . ... ... 30,656 ﬂ 44,574 ﬁ 94,080 ﬁ 49,216 ié 51,093 ﬂ
Subtotal . . .. ... ... ... 965,956  64.6 1,080,479  60.8 1,602,066 57.6 788,307 580 966,815  50.9
Online channels
Online direct sales . . . ... .. 379,667 254 515870 29.1 931,164 335 452,125 333 736,567 388
Sales to online distributors . . . . 149,444 M 178,392 ﬂ 248,662 ﬁ 118,841 ﬂ 196,640 E
Subtotal . . .. ... ... ... .. 529,111 ﬂ 094,262 ﬂ 1,179,826 ﬂ 570,966 ﬂ 933,207 ﬂ
Total . .. ............ 1,495,067 M 1,774,141 M 2,781,892 M 1,359,273 M 1,900,022 M
Notes:

(1)  Offline direct sales primarily relate to self-operated counters in department stores.

(2)  Others under sales to offline distributors primarily relate to sales to offline distributors for Love Keeps.
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The following table sets forth our gross profit and gross profit margin of product sales by
sales channel for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross Margin Gross Margin Gross Margin Gross Margin Gross Margin
Profit (%) Profit (%) Profit (%) Profit (%) Profit (%)

(RMB in thousands, except for percentages)

(unaudited)

Offline channels
Offline direct sales” . . . . . . . 756,646 881 857501 876 1268840 882 622,568 881 769,786 879
Sales to offline distributors . . . . 55000 727 42677 4T 52453 751 4013 748 30,296 749

Distributor-operated counters. . . 016 821 24138 819 354712 823 15807 821 21926 818

Others® .. ... ... .. 33,093 673 18539 67.0 16981 63.6 8206 639 8370 o6l4
Sales to a premium multinational

beauty retailer . . . . ... .. 20,199 @ 29,548 @ 65,726 @ 3300 @ 34,266 @
Subtotal. . . . ... ... ... 832,114 861 929726  86.0 1,387,019 6.6 679,803 862 834,348 863
Online channels
Online direct sales . . . . .. .. N0 %46 436,385 846 787275 84S 380716 842 622406 845
Sales to online distributors. . . . . 124,780 @ 148,101 @ 207,312 @ 98,826 @ 165,042 @
Subtotal. . . . . ... ... .. 445,823 @ 584,486 w 994,587 @ 479,542 @ 787,448 %
Total . . ......... ... 1,271931 85_5 1,514,212 @ 2,381,606 @ 1,159,345 @ 1,621,796 g
Notes:

(1)  Offline direct sales primarily relate to self-operated counters in department stores.

(2)  Others under sales to offline distributors primarily relate to sales to offline distributors for Love Keeps.

Offline Channels

We primarily focus on the expansion and enhancement of our counter network in offline
channels to reinforce our brand image and positioning. We also collaborate with reputable
premium multinational beauty retailer and reliable offline distributors to expand our offline
sales coverage. According to Frost & Sullivan, we ranked first among domestic color cosmetics
brands by retail sales generated from offline channels in 2023. With a particular focus on the
department store channel that represents the largest and most prestigious sales channel in
China’s beauty industry, we became the first premium domestic beauty group to establish
counters in high-end department stores, and ranked first among domestic color cosmetics
brands in the department store segment in China by retail sales in 2023, according to Frost &
Sullivan. The department store channel holds the largest market share in the color cosmetics
market and ranks as the second-largest offline channel within the broader beauty industry,

according to the same source. The primary advantages of department stores lie in their prime
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locations and fashion-forward, luxurious spatial presentations. These attributes provide
consumers with a holistic, premium shopping experience that engages multiple senses,
including visual and tactile elements. This immersive environment enhances brand-consumer
interactions and elevates the prestige of the department store channel above other offline
channels. Strategically, we have established counters in high-end department stores
nationwide, such as Grand Gateway Plaza, Yintai, Parkson, Golden Eagle, Wangfujing, and Ito
Yokado. We believe our presence in these prestigious locations reinforces our brand’s image
and value proposition, further solidifying our position in the market.

Our Counter Network

We launched our first counter in Shanghai’s Grand Gateway Plaza in 2003 and have since
continued to expand our counter network across China. As of June 30, 2024, we operated a total
of 372 counters covering over 120 cities nationwide.

Our counters are strategically located in department stores which we select specifically
to reinforce the image and value of our brand. We consider a number of factors in selecting
locations for our counters, including the demographic and economic condition of the city, the
quantity of in-city department stores, and the geographic position of the target location. We
also assess the availability of ancillary facilities within and around the target department store,
the convenience of nearby transport and parking, the range and tier of brands and product
categories within the department store, the footfall and customer flow across different floors,
as well as the operational performance of the department store.

We manage and operate all counters in a unified manner, ensuring consistent service and
operational standards across our counter network. The interior design and settings, such as
furnishing and fitting of the counters, are carefully designed by our branding and counter
design center, ensuring consistency of brand identity, product presentation, collection style and
the corresponding advertising campaign. Adhering to an experiential marketing strategy, our
counters are designed to feature a designated makeup station, supported by well-trained beauty
advisors skilled in makeup knowledge and techniques to offer consumers professional makeup
trials that augment the effects of our products. With over 2,700 beauty advisors staffed at our
counters across China as of the Latest Practicable Date, we have established one of the largest
counter-based service teams among all domestic and international beauty brands in China

according to Frost & Sullivan.
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The following pictures showcase our counter designs in department stores:

4 MAOGEPING
- BN .. R
S : o //,)

Our counter network consists of self-operated counters and distributor-operated counters,
which collectively form a comprehensive retail ecosystem operated under a consistent set of
standards. Such a counter network enables us to expand our product coverage, foster direct
consumer relationships and enhance brand visibility.

Our Self-Operated Counters

We directly operate the vast majority of our counters. As of June 30, 2024, we operated
a total of 372 counters covering over 120 cities nationwide. According to Frost & Sullivan, we
had the second-largest self-operated counter network among all beauty brands in China, which
consisted of 372 counters nationwide as of June 30, 2024. Substantially all of our offline direct
sales were contributed by direct sales via self-operated counters. In 2021, 2022, 2023 and the
six months ended June 30, 2023 and 2024, our revenue generated from offline direct sales
amounted to RMB859.3 million, RMB978.8 million, RMB1,438.2 million, RMB707.0 million
and RMB&875.3 million, respectively, accounting for 57.5%, 55.1%, 51.7%, 52.0% and 46.1%
of our revenue generated from the product sales of the same periods. In addition, in 2021, 2022,
2023 and the six months ended June 30, 2024, our revenue generated from our top five counters
amounted to RMB48.6 million, RMB59.0 million, RMB&87.0 million and RMB51.0 million,
respectively, accounting for 3.2%, 3.3%, 3.1% and 2.7% of our revenue generated from the

sales of products for the same periods.
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We primarily operate our self-operated counters under lease and concession models in
cooperation with department stores. As of June 30, 2024, we operated 59 counters under lease
model and 313 counters under concession model. We believe we have developed good
relationships with these department stores through years of cooperation and our outstanding
sales performance, which benefits us in lease or concession renewal.

. Under the lease model, we lease properties from department stores for operation of
our counters, pay rent and operate independently within the leased space. We are
responsible for all aspects of our business, including staffing, inventory

management, sales and cashier function. Our lessors receive rent pursuant to our

lease terms.

. Under the concession model, we collaborate with department stores to establish and
operate counters. We typically handle staffing, inventory management, sales and
bear the costs of counter decoration and maintenance, while complying with the
department store’s general specifications on counter design. Consumers usually
make payments directly to the department store and receive receipts from them. The
department store then periodically reconciles accounts with us based on settlement
statements. Upon verification of these statements and issuance of invoices to the
department store, they settle the payment with us based on the settlement amount.
We generally recognize revenue based on the payments received from the

consumers.

The following table sets forth a summary of the salient terms of our typical lease and

concession agreements with department stores:

Lease

Concession

Duration . . ........... The term of our agreements with
department stores is generally
two years.

Rental/Concession Fees . . . . Rental fee is generally the higher
of (a) a minimum monthly rental
fee and (b) a fixed percentage of
the monthly sales of the relevant
counter.

Other Fees and Charges . . . We generally pay a fixed amount
of property management fee,
promotion fee and deposit to
department stores on a monthly
basis.

Collection of Sales Proceeds. Sales proceeds are typically

collected by us.
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Lease Concession
Payment and Settlement . . .  Customers remit payment for their ~ Customers remit payment for their
purchases directly to our purchases directly to the
Company. We generally pay rent department stores, which
and other fees and charges, subsequently pay the sales
where applicable, to the proceeds to us, net of
department stores or shopping concession fees and any
center on a monthly basis. applicable fees and charges in
accordance with our contractual
arrangements on a monthly
basis.
Termination . . . . .. ... .. Rent/concession arrangements can be terminated upon written notice

upon contract expiration, by mutual agreement, or due to significant
breach by counterparties

The following table sets forth the movement in the number of our self-operated counters
under each of the lease and concession model during the Track Record Period:

Six months

ended
Year ended December 31, June 30,
2021 2022 2023 2024
Lease model
Number of counters at the
beginning of the period . ... ... 14 18 28 45
Number of counters newly
launched .................. 5 12 18 15
Number of counters under lease
model converted from
concession model . . ... ....... 0 0 1
Number of counters closed . .. ... (D) 2) 2) (1)
Sub-total. . . ......... ... ... ... 18 28 45 59
Concession model
Number of counters at the
beginning of the period .. ... .. 239 290 312 312
Number of counters newly
launched .................. 61 34 18 9

Number of counters under

concession model converted

from distributor-operated

counters' .. ... 3 0 0 0
Number of counters under

concession model converted to

lease model . ... ............ 0) 0) (D) 0)
Number of counters closed . ... .. (13) (12) (17) (8)
Sub-total. . .................. ﬂ ﬁ 2 ﬁ
Total .. ..................... 308 340 357 372
Note:

(1)  For details of our distributor-operated counters, see “— Our Distributor-operated Counters.”
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We regularly assess and evaluate the performance of our self-operated counters and
optimize our self-operated counter network to enhance sales performance and profitability. In
line with our business scale and sales coverage expansion, the number of our self-operated
counters increased from 308 as of December 31, 2021 to 340 as of December 31, 2022, which
then increased to 357 as of December 31, 2023 and further increased to 372 as of June 30,
2024, solidifying our market presence in the premium beauty industry. In particular, we opened
66, 46, 36 and 24 new self-operated counters in 2021, 2022, 2023 and the six months ended
June 30, 2024, respectively. We typically consider a number of factors in selecting locations
for our counters, including the demographic and economic condition of the city, the quantity
of in-city department stores, and the geographic position of the target location. We also assess
the availability of ancillary facilities within and around the target department store, the
convenience of nearby transport and parking, the range and tier of brands and product
categories within the department store, the footfall and customer flow across different floors,
as well as the operational performance of the department store. As such, there are generally
limited available locations that meet our criteria. In 2021 and 2022, there were a number of
premium counter locations that became available when other brands closed their counters
during the COVID-19 pandemic. We captured such opportunities and opened 66 and 46 new
self-operated counters during these periods, respectively, which subsequently normalized to 36
new self-operated counters in 2023. We expect to open approximately 30 to 40 new
self-operated counters in 2024.

In 2021, 2022, 2023 and the six months ended June 30, 2024, we closed 14, 14, 19 and
9 self-operated counters, respectively. The closures were primarily due to: (i) underperforming
counter sales; (ii) strategic relocation of counters to areas with higher consumer traffic and
visibility; and (iii) changes in the operational direction or business model of relevant
department stores, or temporary closures of relevant department stores for refurbishment.

The following table sets forth the details of our same counter revenue for the periods
indicated:

Six months ended
Year ended December 31, June 30,

2021 2022 2022 2023 2023 2024

Number of same

counters” ... ... ... 230 277 312
Aggregate same

counter revenue

(RMB in million) . . .. 731.5 783.0 878.7 1,193.8 655.3 773.9
Average same

counter revenue

(RMB in million) . . .. 3.2 3.4 3.2 4.3 2.1 2.5
Average same counter

period-to-period

revenue growth ... .. 7.0% 35.9% 18.1%

Note:

(1)  Refers to the number of counters that were in continuous operation throughout the entire current
year/period and the entire preceding year/period.
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We had 230 counters that operated for the full year in both 2021 and 2022, with their
average same counter revenue increasing by 7.0% from RMB3.2 million in 2021 to RMB3.4
million in 2022, primarily attributable to the increase in the average sales per counter as driven
by our enhanced sales and marketing efforts. We had 277 counters that operated for the full
year in both 2022 and 2023, with their average same counter revenue increasing by 35.9% from
RMB3.2 million in 2022 to RMB4.3 million in 2023. In addition, we had 312 counters that
operated for the entire six months ended June 30, 2023 and 2024, with their average same
counter revenue increasing by 18.1% from RMB2.1 million in the six months ended June 30,
2023 to RMB2.5 million in the same period in 2024. Both such increases were primarily
attributable to the increase in the average sales per counter as driven by (i) our enhanced sales
and marketing efforts, and (ii) the lifting of restrictive measures which promoted consumer

traffic in department stores where such counters are located.

The following table sets forth the average daily revenue per counter by year of opening
for the periods indicated:

Six months ended
Year ended December 31, June 30,

Year of opening 2021 2022 2023 2023 2024

RMB in thousands

Newly opened within the

same year............. 4.9 5.2 8.2 8.2 9.2
Opened in the previous

Year . ... 5.8 5.5 8.7 7.7 9.0
Opened for two years

OF MOTE . .. ........... 9.2 9.3 11.8 11.8 13.6
Overall . ............... 8.0 8.1 11.0 11.1 12.9

We had entered into a total of 63 lease agreements for use as our counters under the lease
model as of the Latest Practicable Date. The following table sets forth the maturity profile of
the lease agreements that we had entered into for use as counters as of the Latest Practicable
Date:

2024 2025 2026 2027

Number of leases expiring. . . 10 35 17 1
Considering our historical sales performance and our longstanding relationships with the
department stores, we are of the view that there are no major obstacles for us to renew such

lease agreements with the relevant department stores.

During the Track Record Period, we had 17, 18, 6 and 5 counters that incurred losses in
2021, 2022, 2023 and the six months ended June 30, 2024, respectively.
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Our Distributor-Operated Counters

During the Track Record Period, we also engaged certain offline distributors who
operated counters of MAOGEPING to facilitate sales of our products in line with market
practice, according to Frost & Sullivan. This approach is effective in extending our reach into
remote areas where coverage is challenging and management costs are relatively high. By
leveraging the qualifications and regional knowledge of our distributors, we are able to expand
our coverage and deepen market penetration efficiently. As of December 31, 2021, 2022, 2023
and June 30, 2024, we engaged 13, 15, 17 and 19 distributors to operate counters of
MAOGEPING, respectively. As of June 30, 2024, we had a total of 30 counters operated by
distributors. In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, revenue
generated through distributor-operated counters amounted to RMB26.8 million, RMB29.5
million, RMB43.1 million, RMB19.2 million and RMB26.8 million, respectively, accounting
for 1.8%, 1.7%, 1.5%, 1.4% and 1.4% of our revenue generated from the product sales of the
same period. For other offline distributors, see “— Sales to Offline Distributors.”

We select distributors to operate our brands based on a rigorous set of criteria, including
their reputation, regional resources, management experience and financial stability, ensuring
that only those with the requisite capabilities and market understanding were chosen to operate
the counters of our brand. We generally enter into sales and purchase agreements with these
distributors, who then contract with department stores to establish counters of our brand and
sell our products. For salient terms of our standard agreements with offline distributors, see “—
Sales to Offline Distributors.” While we do not directly contract with department stores for the
establishment of such counters, our distributors assume the responsibility and costs of counter
operations. To maintain a uniform standard of service and brand presentation, we provide
dedicated teams and beauty advisors to support the operation of these counters. All
distributor-operated counters are managed under the same set of standards as our self-operated
counters in terms of staff training, merchandising standards, customer service protocols, and
sales performance monitoring by our Company, maintaining a uniform of standard of customer
services across our counter network.

The following table sets forth the movement in the number of our distributor-operated
counters during the Track Record Period:

Six months
ended
Year ended December 31, June 30,
2021 2022 2023 2024
Number of counters at the
beginning of the period. ... ... 21 23 27 27
Number of counters newly
launched . ................. 5 4 3 4
Number of counters converted to
self-operated counters. ....... 3) (0) 0) 0)
Number of counters closed. . . ... ) (0) 3) (1)
Number of counters at the end
of the period . ... ...... ... . 23 27 27 30

Three of our distributor-operated counters were closed in 2023, primarily due to
underperforming counter sales and strategic relocation of the counter space within the same
department store.
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Sales to a Premium Multinational Beauty Retailer

Since 2020, we have established strategic collaboration with a premium multinational
beauty retailer, providing them with an exclusive line of products to strengthen our brand
positioning and expand sales coverage. By accessing their extensive international sales
network and sophisticated customer base, we have gained valuable insights into consumer
needs that inform our future product design and development. We typically enter into sales and
purchase agreements with such retailer, pursuant to which we sell our products directly to them
and recognize revenue when they confirm receipt of our products upon delivery. In 2021, 2022,
2023 and the six months ended June 30, 2023 and 2024, our revenue generated from sales to
the premium multinational beauty retailer amounted to RMB30.7 million, RMB44.6 million,
RMB94.1 million, RMB49.2 million and RMBS51.1 million, respectively, accounting for 2.0%,
2.5%, 3.4%, 3.6% and 2.7% of our revenue generated from the product sales of the same
periods.

Sales to Offline Distributors

In line with market practice, during the Track Record Period, we have cooperated with
offline distributors, who resold our products to other offline channels or end-customers through
their own storefronts, or operated counters of MAOGEPING to expand our offline sales
network and improve brand awareness. For details of distributor-operated counters, see “—
Our Counter Network — Our Distributor-operated Counters.” Our offline distributors are
typically regional distributors primarily engaged in the sales and distribution of cosmetics
products with local distribution network and resources. We believe that offline distributors with
strong sale channel management capabilities as well as sales and distribution experience of
cosmetics products can help us penetrate a broader user base, increase our market share and
enhance our brand awareness efficiently. As of December 31, 2021, 2022, 2023 and June 30,
2024, we engaged 30, 17, 19 and 21 offline distributors, respectively. In 2021, 2022, 2023 and
the six months ended June 30, 2023 and 2024, our revenue generated from sales to offline
distributors amounted to RMB76.0 million, RMB57.1 million, RMB69.8 million, RMB32.1
million and RMB40.4 million, respectively, representing 5.1%, 3.2%, 2.5%, 2.4% and 2.1% of
our revenue generated from the product sales of the same period.

The following table sets out the number of our offline distributors and their movements
for the periods indicated:

Six months
ended
Year ended December 31, June 30,
2021 2022 2023 2024
Number at the beginning of the
period. ................... 31 30 17 19
Number of distributors newly
engaged .................. 9 10 2 2
Number of distributors
terminated. .. .............. (10) (23) 0) 0)
Number at the end of the
period ... ... ... .. ... ... . 30 17 19 21
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We have worked to optimize our offline distributor network and enhance operational
efficiency. In 2021, we terminated cooperation with 10 offline distributors, primarily due to the
expiration of distribution agreements or the transition of distributor-operated counters to our
self-operated counters. In 2022, we terminated cooperation with 23 offline distributors as part
of our strategic move to consolidate and optimize the offline distribution network for Love
Keeps. After consolidation, we retained only one offline distributor to distribute products for
Love Keeps. This decision was driven by the need to refine Love Keeps’ market positioning
and to align its distribution strategy with evolving consumer preferences and market dynamics.
The consolidation enables us to better focus on product development, branding and marketing
by improving distribution efficiency, strengthening brand control, and better managing
resources. For future strategies for Love Keeps, see “— Our Strategies — Strategically
Upgrading and Expanding Brand Portfolio with MAOGEPING as the Anchor.”

In line with market practice, we primarily enter into standard distribution agreements with
our offline distributors, which are sales and purchase agreements in nature. We also entered
into consignment agreements with one offline distributor during the Track Record Period, who
resold our products to end-customers through their storefronts. Under sales and purchase
agreements, we have a buyer-seller relationship with offline distributors and recognize revenue
when they accept our products upon delivery. Under consignment agreements, we recognize
revenue when products are sold to end-customers.

The following table sets forth a summary of the salient terms of our standard distribution
agreements (including consignment agreements) with offline distributors:

Duration . . .................. ... The term of our agreements with offline
distributors typically ranges from one to
three years.

Designated distribution area. . . . . . .. The offline distributors are generally not
allowed to sell our products outside of their
designated distribution area.

Pricing policy ... ................ We generally sell products to offline
distributors at a discount from the retail
prices of our products, and provide them
with pricing guidelines that set a
recommended retail price for each product.
We are entitled to adjust the pricing
guidelines.

Payment and credit terms . . . . ... ... For sales and purchase agreements, we
generally require full payment from
distributors before product delivery. For
consignment agreements, our offline
distributors would submit the bill upon
completion of sales, and upon our
confirmation and issuance of invoices, remit
payment to us.

Minimum purchase requirements ... We generally do not set minimum purchase
requirements for our offline distributors.
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Sub-distributorship We generally do not allow offline distributors
arrangement .. ................ for MAOGEPING to engage sub-

distributors. Our offline distributor for Love
Keeps may engage sub-distributors. See “—
Distributor Selection and Management —
Management of Sub-distributors.”

Transfer of risk. ... .............. For sales and purchase agreements, the
distributor generally bears the risk of loss
or destruction of the product after
acceptance. For consignment agreements,
we generally retain ownership of the
products and bear the risks until products
are sold to end-customers.

Product return and exchange . . . . . .. Offline distributors are generally granted a
return and exchange allowance of a small
percentage of their purchase amount, which
are reconciled with us on a quarterly basis.
Any unused allowance from the current
quarter is not permitted to be carried over
to the next quarter. It is also required that
the returned or exchanged products must be
in their original packaging, undamaged, and
have at least 24 months remaining on their
effective use date to ensure they are
resalable. Product returns and exchanges are
only permitted upon our written approval.
In 2021, 2022, 2023 and the six months
ended June 30, 2024, products returned by
our offline distributors amounted to
RMB 1.4 million, RMB0.4 million, RMBO0.6
million and RMBO0.3 million, respectively,
representing a product return rate of 1.80%,
0.78%, 0.92% and 0.68% in the respective
periods.

Termination . ................... Offline distribution agreements can be
terminated upon contract expiration, by
mutual agreement, or due to significant
breach by counterparties.

Online Channels
We conduct our product sales via online channels in two manners, namely (i) direct sales
via our online stores and (ii) sales to online distributors. Building on the solid brand image,

product strengths and consumer trust established in our offline channels, our online channels
experienced a steady expansion during the Track Record Period.
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Online Direct Sales

To accommodate consumers’ evolving shopping habits and provide a convenient
multi-channel shopping experience, we directly sell our products through our self-operated
online stores on major domestic third-party e-commerce platforms. These stores provide a
holistic view of, and facilitate easy access to our products, enabling consumers to make
purchases directly through the platforms at their convenience. As of the Latest Practicable
Date, we had established online stores on Tmall, Xiaohongshu and Douyin.

We have entered into agreements with the e-commerce platforms to operate and manage
our online store. The following table sets forth a summary of the salient terms of our standard
agreements with e-commerce platforms:

Duration . . . ......... The terms of our agreements with e-commerce platforms are
typically one year, with automatic renewal contingent upon
fulfilling the agreement terms.

Service scope . ....... The e-commerce platforms shall provide software services in
relation to online information services, software technology
services, marketing and promotion resources, transaction
management, transaction completions and other services.

Service fees.......... The e-commerce platforms generally charge us with a service
fee both in fixed amount and as a percentage of sales amount.

Code of conduct . . . . .. We are subject to the code of conduct of the e-commerce
platforms. We shall follow the standard code of conduct
regarding the scope of business, anti-bribery and anti-
competition, confidentiality, customer protection and data
protection requirements.

Termination . ........ The service agreements can generally be terminated upon
prior written notice or in the event of a material breach.

To support the operations of our online stores, we engaged third-party operators who
possess extensive experience in platform operations and e-commerce marketing strategies to
enhance the operational efficiency and performance of our online stores. To our best
knowledge, during the Track Record Period and up to the Latest Practicable Date, all of
third-party operators engaged were Independent Third Parties.
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The following table sets forth a summary of the salient terms of our standard agreements
with third-party operators:

Duration . . . ......... The term of our agreements with third-party operators
typically ranges from two months to three years, depending
on our specific operational requirements and demand.

Service scope . ....... The third-party operators shall provide operational supports,
including providing technical support, updating products and
managing product displays, jointly developing and refining
operational strategies, creating and designing shop and
promotional pages, producing and managing graphics, text,
and short video content and organizing and executing
promotional campaigns, among others.

Service fee .......... We generally provide third-party operators with fixed service
fee plus a variable commission based on the sales revenue of
the online stores on a monthly basis.

Intellectual Property . .. All intellectual properties created by third-party operators for
the online stores belong to us and the third-party operators
are not allowed to utilize or license to others without our
written consent.

Termination ......... Agreements can be terminated upon contract expiration, by
mutual agreement, or due to significant breach by
counterparties.

In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, our revenue
generated from online direct sales amounted to RMB379.7 million, RMB515.9 million,
RMB931.2 million, RMB452.1 million and RMB736.6 million, respectively, accounting for
25.4%,29.1%, 33.5%, 33.3% and 38.8% of our revenue generated from the product sales of the
same periods.

Sales to Online Distributors

In line with market practice, during the Track Record Period, we also engaged online
distributors. Some of our online distributors operate their own stores on the e-commerce
platforms and sell our products to end consumers, whilst some sell our products to other
merchants which in turn operate their own stores on the e-commerce platforms and sell our
products to end consumers. Our collaboration with such online retailers enables us to establish
broad presence across various online platforms in addition to our self-operated online stores.
As of December 31, 2021, 2022, 2023 and June 30, 2024, we engaged 5, 12, 10 and 10 online
distributors, respectively. In 2021, 2022, 2023 and the six months ended June 30, 2023 and
2024, our revenue generated from sales to online distributors amounted to RMB149.4 million,
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RMB178.4 million, RMB248.7 million, RMB118.8 million and RMB196.6 million,
respectively, accounting for 10.0%, 10.1%, 8.9%, 8.7% and 10.3% of our revenue generated
from the product sales of the same periods.

The following table sets out the number of our online distributors and their movements

for the periods indicated:

Six months
ended
Year ended December 31, June 30,
2021 2022 2023 2024
Number at the beginning of the
period .. ...... ... ... ... 6 5 12 10
Number of distributors newly
engaged. ................. 4 11 5 0
Number of distributors
terminated . . . ............. (5) 4) 7 0)
Number at the end of the
period. ... ......... ... ... 5 12 10 10

We continuously work to optimize our online distribution network during the Track
Record Period. In 2021, 2022 and 2023, we terminated cooperation with 5, 4 and 7 online
distributors, respectively, primarily for underperforming sales performance and expiration of

distribution agreements.

In line with market practice, we primarily enter into standard distribution agreements with
our online distributors, which are sales and purchase agreements in nature. We also entered into
consignment agreements with certain online distributors during the Track Record Period, who
resold our products to end-customers through their online platforms. Under sales and purchase
agreements, we have a buyer-seller relationship with online distributors and recognize revenue
when they accept our products upon delivery. Under consignment agreements, we recognize
revenue when end-consumers confirm acceptance of our products on the relevant online
platform.

The following table sets forth a summary of the salient terms of our standard distribution
agreements (including consignment agreements) with online distributors:

Duration . . . ................. The term of our agreements with online
distributors typically ranges from one to three
years.

Designated distribution channel .. The online distributors are generally not allowed

to sell our products outside of their designated
distribution channel without our written
consent.
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Pricing policy . ............... We generally sell products to online distributors
at a discount from the retail prices of our
products, and provide online distributors with
pricing guidelines that set a recommended
retail price for each product. We are entitled
to adjust the pricing guidelines.

Payment and credit terms . . . . . .. For sales and purchase agreements, we generally
require full payment from online distributors
before product delivery. For consignment
agreements, online distributors generally
submit to us a statement for products sold on
a monthly basis, and, upon our confirmation
of the statement and issuance of invoices,
remit payment to us.

Minimum purchase requirements . For sales and purchase agreements, we generally
set quarterly minimum purchase requirements
for our online distributors. For consignment
agreements, we generally do not set minimum
purchase requirements for online distributors.

Sub-distributorship arrangement . For sales and purchase agreements, we generally
do not prohibit online distributors to engage
sub-distributors. See “— Distributor Selection
and Management — Management of
Sub-distributors.” For consignment
agreements, we generally do not allow sub-
distributorship arrangements.

Transfer of risk. . . ............ For sales and purchase agreements, the online
distributor generally bears the risk of loss or
destruction of the product after acceptance.
For consignment agreements, we generally
retain ownership of the products and bear the
risk of loss until products are sold to end-
customers.

Product return . .............. Under sales and purchase agreements, product
returns are only allowed for defective
products. Under consignment agreements,
online distributors are permitted to return,
provided that when the end consumers
returned the products or the products are
defective.

Termination . ................ Online distribution agreements can be terminated
upon contract expiration, by mutual
agreement, or due to significant breach by
counterparties.
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Distributor Selection and Management

We have adopted a set of distributor selection criteria and management policies to ensure
our distributors are capable, efficient and well-resourced. Factors considered in distributor
selection include their geographic coverage, scale of operations, qualifications, existing
customer base and market reputation. We regularly review the performance of distributors
through a selection process and annual assessment. We consider various factors in renewing
agreements with distributors, including their qualifications, sales and marketing capabilities,
sales network, financial resources, customer resources and synergies with our brands.

We proactively manage our distributors to comply with the requirements of relevant laws
and regulations. We require our distributors to have adequate storage conditions and facilities,
a sufficient number of quality management personnel, and adequate sales channels resources.
We adopt and implement a suite of distributor management policies to ensure distributors are
in compliance with the legal requirements. Our distributor management policies typically set
out a variety of operational guidelines, including promotion activities, inventory management
and payment requirements. In particular, we organize trainings for our distributors in marketing
and promotion activities, and provide a list of contents that they should avoid using in
promotion activities to ensure compliance with relevant legal requirements.

Management of Sub-Distributors

We generally do not allow offline distributors for MAOGEPING to engage sub-
distributors. To our best knowledge, during the Track Record Period, two distributors for Love
Keeps and six online distributors for MAOGEPING engaged sub-distributors within its
designated distribution areas in offline channels or platforms in online channels for marketing
and sales of our products. The revenue generated from the distributors who engaged
sub-distributors amounted to approximately RMB112.9 million, RMB125.7 million,
RMB160.6 million and RMB115.6 million in 2021, 2022, 2023 and the six months ended
June 30, 2024, respectively, representing approximately 7.2%, 6.9%, 5.6% and 5.9% of our
total revenue in each respective period. We do not have any direct contractual relationships
with these sub-distributors and have no direct control over sales activities of such sub-
distributors. In general, our distributors are responsible for managing their sub-distributors,
including ensuring that the sub-distributors’ operations are in line with our overall sales and
distribution strategy. Our distributors may report to us about the operational status of these
sub-distributors from time to time. To the best of our knowledge, in the event of any violation
or misconduct of sub-distributors identified by our distributors, our distributors would notify
the relevant sub-distributors and request them to take rectification measures. In case of failure
to promptly correct or rectify the relevant violation or misconduct, our distributors may
terminate the business relationship with relevant sub-distributors.
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Channel Stuffing Risk Management

In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, revenue generated
from online and offline distributorship accounted for 15.1%, 13.3%, 11.4%, 11.1% and 12.5%

of our revenue from product sales, respectively. With distributorship accounting for a relatively

small portion of our revenue stream, we believe that such a sales network effectively reduces

our channel stuffing risks. Meanwhile, we also strive to minimize the channel stuffing risks

with our distributors through the following measures:

()

(ii)

Payment terms. We generally require a full payment before delivering products to
distributors or grant a short credit period to selected distributors. By insisting this
approach, we aim to reduce the risk of distributors over-ordering stock that they may
not be able to sell, ensuring that distributors are more cautious in their ordering,
aligning their purchases with actual sales patterns and market demand.

Return policies. We maintain a relatively stringent return policy for our distributors.
Offline distributors are generally granted a return and exchange allowance of a small
percentage of their purchase amount, which are reconciled with us on a quarterly
basis. Any unused allowance from the current quarter is not permitted to be carried
over to the next quarter. It is also required that the returned or exchanged products
must be in their original packaging, undamaged, and have at least 24 months
remaining on their effective use date to ensure they are resalable. Product returns
and exchanges are only permitted upon our written approval. In addition, product
returns by online distributors are only allowed for defective products. We believe
such a stringent return policy discourages distributors from over-purchasing. During
the Track Record Period, we maintained a relatively low return rate from our
distributors of 1.07%, 0.37%, 4.42% and 0.13% in 2021, 2022, 2023 and the six
months ended June 30, 2024, respectively. For reason of change in return rate, see
“— Our Business — Customer Service.”

(ii1) Minimum purchase requirement. We generally do not set minimum purchase

(iv)

requirement for offline distributors. By not imposing minimum purchase
requirements on offline distributors, we allow them to order stock based on realistic
sales expectations. This approach reduces the pressure on distributors to buy more
products than they can sell, thereby mitigating the risk of channel stuffing.

Inventory control and management. Our inventory control and management policy
for distributors is designed to ensure efficient and timely replenishment of stock. We
require our distributors to maintain sufficient stock levels to meet market demand,
generally not falling below a three-month turnover. Distributors must follow a
first-in, first-out method to avoid obsolescence. We also require our distributors to
report their inventory balance of the previous month on a monthly basis. We
believe such an inventory control and management policy over distributors
incentivizes them to maintain an optimal level of inventory for sales and reduce the
risks of channel stuffing. To our best knowledge, as of December 31, 2021, 2022 and
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2023 and June 30, 2024, the unsold inventory held by our distributors was
approximately RMBS8.6 million, RMB47.8 million, RMB25.1 million and RMB60.1
million, respectively. To our best knowledge, most of the unsold inventory held by
our distributors as of June 30, 2024 was subsequently sold as of the Latest
Practicable Date.

Based on the above, our Directors are of the view that the Group’s sales had corresponded
to actual end-customer demand during the Track Record Period in all material respects. Based
on the due diligence performed by the Sole Sponsor, nothing has come to the Sole Sponsor’s
attention that would reasonably cause it to cast doubt on the foregoing Directors’ view in any
material respect.

Anti-Cannibalization Risk Management

We have also adopted a set of measures to avoid cannibalization among our distributors,
including (i) implementing a consistent pricing policy for all our products, and providing our
distributors with recommended retail prices for our products as their guidance. We also closely
track the prices of our products sold via different channels to ensure our distributors comply
with our pricing policy; (ii) designating specific distribution areas in offline channels or
platforms in online channels to each distributor through distribution agreements; offline
distributors are generally assigned to specific department stores, while online distributors are
typically allocated to specific online platforms; and (iii) instituting a product tracing system
that generates a unique code for our products to enhance product traceability throughout their
lifecycle to identify any cannibalization risk across our channels in order to promptly resolve
such issues.

To our best knowledge, during the Track Record Period and up to the Latest Practicable
Date, all of our distributors were Independent Third Parties, and there was no employment,
financing or family relationship between our distributors and us.

MAKEUP ARTISTRY TRAINING

Dedicated to raising the standard of makeup artistry and aesthetic literacy in China, we
established nine Institutes of Makeup Artistry in China as of the Latest Practicable Date,
namely, Hangzhou, Beijing, Shanghai, Chengdu, Shenzhen, Chongqing, Wuhan, Qingdao and
Zhengzhou. We offer comprehensive in-person makeup training programs at these institutes to
disseminate our deep-rooted knowledge in makeup artistry and Mr. Mao’s aesthetic philosophy
to budding makeup artists and beauty enthusiasts. As of June 30, 2024, we had 194 training
personnel and 3,539 program participants enrolled in our training institutes. In 2021, 2022,
2023 and the six months ended June 30, 2023 and 2024, revenue generated from our makeup
artistry training and related sales amounted to RMB82.3 million, RMB54.4 million, RMB104.1
million, RMB39.3 million and RMB71.5 million, accounting for 5.2%, 3.0%, 3.6%, 2.8% and

3.6% of our total revenue, respectively.
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The following table sets forth the number of our training personnel and program

participants as of the dates indicated:

As of
As of December 31, June 30,
2021 2022 2023 2024
Training personnel. . ... ... 204 153 161 194
Program participants. . . . .. 1,219 1,418 2,569 3,539

Our makeup artistry training programs are designed for a variety of participants,
including novices aspiring to makeup-related careers, industry professionals seeking advanced
skill levels, and individuals with foundational makeup knowledge aiming to refine their skills.
We primarily offer long-term and short-term makeup artistry training programs. Our long-term
makeup artistry training programs generally focus on makeup artistry skills as well as image
design and artistic creativity, aiming to cultivate professionals with a comprehensive skill set,
specializing in advanced character image design with innovative thinking capabilities through
systematic training. Short-term programs, such as comprehensive makeup and styling, fashion
lifestyle and creative styling, generally emphasize practicality and applicability. Our programs
are closely aligned with market demands and current fashion trends, striving to meet the
employment needs of program participants aspiring to become makeup artists and stylists. In
addition, we also offer interest-oriented classes for program participants seeking to improve
their makeup skills and personal image. During the Track Record Period and up to the Latest
Practicable Date, we did not experience any material dispute with our program participants.

The following table sets forth the major categories and typical durations of our training

programs offered during the Track Record Period:

Makeup Artistry Training Program Category Typical Duration
Image design and artistic creativity program . .................. 10 months
Comprehensive makeup and styling program................... 6 months/

5 months
Light and shadow/Fashion and beauty makeup program .......... 3 months
Fashion and beauty makeup program. ........................ 2 months
Other short-term interest-oriented programs. ... ................ Within

2 months

We have adopted a standardized pricing policy for all programs except for short-term
interest-oriented programs, ensuring consistency of pricing across all training institutes. We
comprehensively consider a number of factors, including program content, program duration,
market demand, operational costs, geographic location of the institutes and the income level
within the city when determining the price for each program. For short-term interest-oriented
programs, the pricing is determined by each institute and may vary across locations. These
programs are designed to cater to diverse program participants needs and may vary in content
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and duration from one institute to another, reflecting local preferences and specialties. This
flexible pricing structure allows us to adapt to local market conditions and demands, ensuring
that our offerings remain competitive and relevant. During the Track Record Period, the price
of our programs ranged from approximately RMB500 to RMB35,000, with an average price of
approximately RMB10,000.

In our makeup artistry training programs, we offer related sales where program
participants have the option to purchase cosmetic products from our Company through the
training institutes for use during their programs. We also provide various products tailored to
the duration and specific needs of different programs. These include sets of products,
individual retail items and other beauty and hairstyling tools, allowing program participants to
replenish as needed. We offer products at certain discounts off the standard retail price. We
inform our program participants prior to enrollment that they will need specific tools and
supplies for their programs, which they can purchase from us or provide themselves on a
voluntary basis. We ensure that enrollment in our training programs is based on the personal
interest and choice of the program participants, with no requirement to purchase our products
as a condition of enrollment.

In terms of fee collection procedure, the program participants make payments directly to
the designated corporate account of the respective institutes. Upon receiving the fees, institutes
issue receipts to the program participants, followed by full invoices once the program
participants commence their programs. Program participants are required to pay a deposit prior
to commencement of their programs, with the balance due upon commencement. Program
participants can request a full refund of the deposit if they decide not to proceed with the
program before the program starts. We did not generate any forfeited income from the
collection of deposits during the Track Record Period. Refund requests are usually processed
within 15 days upon our acceptance to refund application. In addition, our refund policy, as
stipulated in the enrollment agreement, generally details the following provisions:

. Cancelation by the Institute: If the institute cancels or discontinues a program, it
will refund the remaining tuition and deposits based on the training progress made.

. Withdrawal by the Program participant: If a program participant withdraws within
seven days of enrollment, a full refund is issued. Post the seven-day period, refunds
are calculated based on the portion of the program completed. The fee for the
completed stages is deducted from the total paid, with the remainder refunded.

PRICING

The retail prices of our products are determined based on various factors, including cost
of materials, the price of comparable products in the market, market conditions, and our
manufacturing and operation costs. As we may introduce the same products across different
sales channels with varying product specifications, the final retail prices may vary across
channels. However, we have generally implemented a consistent overall pricing strategy across
all channels in terms of price per gram/ml for products. Our color cosmetics products generally
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come with a recommended retail price range between RMB200 and RMB500. Our skincare
products generally come with a recommended retail price range between RMB400 and
RMB800. We may, from time to time, offer discounts and participate in promotional events
hosted by third-party e-commerce platforms and department stores. We may also offer rewards
and discounts to our registered members pursuant to our membership policies. With respect to
sales to distributors, our products are generally sold at a discount to the recommended retail
prices of our products, taking into account the volume of products purchased by our
distributors, the profit margins of our distributors, the prices of our products across the market,
marketing and promotion costs for the sales channels, designated distribution areas, as well as
the number of end-customers the distributors can reach. For products sold to distributors who
operate counters of our brands, prices also accounted for our operational costs for providing
relevant support for counter operations. For details of our pricing policies for different sales
channels, see “— Our Sales Network.” For pricing of our makeup training programs, see “—
Makeup Artistry Training.”

BRANDING AND MARKETING

Brand reputation is at the core of our competitiveness. We employ a content-driven
branding and marketing strategy to build our brand reputation, focusing on the following key
aspects.

Brand Building

We aim to build our branding strategy on solid foundations, establishing a stable and
unified brand image and reputation. We have forged strategic partnerships with reputable
brands and institutes to increase our brand visibility and strengthen our market position.

Embracing Oriental Aesthetics

We craft our brand to capture the quintessence of oriental-inspired aesthetics, embracing
a universally acknowledged interpretation for “orient” rather than a narrow, exoticized view.
The term “inspired” reflects our dedication to venerating and revitalizing classical cultural
legacies through partnerships with distinguished artists and designers.

We have collaborated with the Cultural and Creative Institute of the Palace Museum to
introduce the product collection “Eastern Aura Elegance,” offering meticulously designed
products that echo China’s profound cultural heritage. This collection infuses rich oriental
motifs into modern beauty concepts, incorporating the legacy of the Palace Museum and the
essence of oriental aesthetics into its product offerings.
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In addition, to celebrate the rich cultural heritage that inspires our brand, we staged an art
show at the Deshou Palace Museum during the Southern Song Dynasty Cultural Festival. The
event pays homage to the craftsmanship and aesthetics of the Southern Song Dynasty. Visitors
were shown to a display of our products alongside traditional artworks and cultural
performances, creating a multi-sensory experience that resonated with our brand’s values. The
pictures below showcases our art show at the Deshou Palace Museum for the Southern Song
Dynasty Cultural Festival in 2022:

Promoting Light and Shadow Makeup Artistry

The consistent application of light and shadow makeup artistry in our products and
promotion events has established us as a representative of a unified aesthetic language in the

13

minds of consumers. For our Light and Shadow Collection, see “— Our Business — Color

Cosmetics.”
Upholding Premium Brand Positioning

We strive to maintain a high-end brand positioning, delivering products and experiences
that embody sophistication and exclusivity. As a leading player in China’s beauty industry, we
have regularly participated in the prestigious China International Fashion Week. Our runway
shows feature top models and celebrities showcasing our latest product collections, with
innovative makeup looks that push the boundaries of creativity and style. These high-profile
appearances have helped to solidify our position as a trendsetter and innovator in the beauty
world, garnering media coverage and social media buzz.
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In 2020, we partnered with Sephora, a globally renowned premium beauty retailer, and
launched an exclusive line of MAOGEPING ¢ Light products in Sephora stores across China.
This collaboration has expanded our brand’s reach and exposure, allowing us to expand our
product reach and gain valuable consumer insights. The pictures below showcase our
MAOGEPING - Light product line:

Showcasing Master Makeup Artistry

We continuously showcase our achievements in the field of makeup artistry to enhance
our brand value. Mr. Mao, in collaboration with reputable KOLs, have created a series of
engaging makeup tutorial videos on social media platforms. These videos not only showcase
our products’ efficacy but also provide valuable makeup tips and techniques, enhancing our
brand’s professional image and consumer engagement. Mr. Mao’s extensive expertise and
charisma have attracted a large following of makeup enthusiasts who regularly tune in for new
content. Some viewers have even endearingly referred to Mr. Mao’s ability to transform a face
as “head-swapping magic.” These tutorials have become an essential part of our content
marketing strategy, driving brand awareness, product interest, and consumer loyalty.

Celebrating Positive Lifestyle

By collaborating with athletes and sports events, we associate our brand with a positive
lifestyle. Our sports collection, “Spark Shinning,” is specifically designed for TEAM CHINA’s
national athletes. Adhering to strict product safety and quality standards, including being
hypoallergenic, non-irritating, performance-safe and anti-doping compliant, this collection
offers enhanced durability, waterproofing, and sweat resistance to meet athletes’ needs. This
collection also showcases the spirit of sports and the beauty of athleticism in the global sports
event. In 2021, MAOGEPING became the official designated beauty product and service
provider for the Hangzhou 2022 Asian Games, which solidified MAOGEPING’s association
with sports, wellness, and national pride. We were named as one of the official sponsors for
China’s artistic swimming team in 2022, and TEAM CHINA in 2023, providing high-quality,
water-resistant makeup products that enhance the athletes’ performance and appearance.
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Marketing Initiatives

Channel Collaborations

We have implemented various marketing campaigns in collaboration with our online and
offline sales channels, such as:

. Tmall “Light and Shadow 20th Anniversary” Campaign: In celebration of our 20th
anniversary, we partnered with Tmall, China’s leading e-commerce platform, to
launch the “Light and Shadow 20th Anniversary” campaign. This exclusive online
event featured limited edition products, special promotions, and interactive
activities designed to engage our consumers and showcase our brand’s history and
achievements.

. Douyin “Oriental Selection” Event: We collaborated with Douyin, a popular
short-video platform in China, to host the “Oriental Selection” event. This campaign
featured a curated collection of our products that embody the essence of oriental
beauty, along with a series of short videos and livestreaming sessions hosted by
influential beauty creators. The event generated significant buzz and drove sales

through the platform.

. Brand Day and Member Day Events at our Counters: We regularly organize these
events at our counters in department stores and shopping malls nationwide. These
events offer exclusive promotions, gifts with purchase, and personalized beauty
services to our loyal customers and members. By creating a festive and engaging
atmosphere, we aim to strengthen our customer relationships and drive repeat
purchases. The picture below showcases our counter designs and set up for our
Brand Day:
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KOL Endorsements

We partner with reputable KOLs who test and endorse our products through short videos,
posts, or livestreaming sessions on popular social media platforms. These endorsements
resonate with their followers and enhance our brand’s visibility and credibility. Our KOL
partners are carefully selected based on their expertise, influence, and alignment with our
brand values. By leveraging their marketing perspectives and creative content, we can reach a
wider audience and foster a deeper connection with our target consumers.

As advised by our PRC Legal Advisor, several regulatory changes associated with KOLs
and their operations have recently been implemented in China. See “Regulatory Overview —
Regulations Relating To Advertising.” We have been conducting business in compliance with
the relevant laws and regulations in all material respects during the Track Record Period and
up to the Latest Practicable Date, while requiring the KOLs with whom we collaborate with to
comply with relevant laws and regulations in our agreements with them. As such, we do not
expect these laws and regulations to have material and adverse impact on our business.

As part of our marketing strategy, we collaborate with KOL agencies to engage KOLs for
promotional activities. The salient terms of the typical agreements with KOL agencies are set
forth as follows:

Duration . . . ................. Agreements generally range from one month to
one year.
Service scope . ............... KOL agencies engage KOLs to conduct

marketing campaigns through livestreaming
sessions, short videos, or social media posts to
promote our brand and products. We provide
promotional materials and guidelines, based on
which KOLs create and disseminate content
such as social media posts, short videos,
posters, or scripts for livestreaming sessions.

Fee arrangement. . . . ....... ... Fees are typically structured in the following
formats: (i) a fixed fee for livestreaming
services, and (ii) a promotional service fee in
a fixed amount or as a percentage of sales
generated.
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Intellectual property . .......... We generally retain the intellectual property
rights for materials supplied to KOLs for the
creation of promotional content. KOLs
typically retain the intellectual property rights
for their work products, excluding materials
provided by us. Both parties are obligated to
maintain the confidentiality of trade secrets,
including customer and transactional

information.
Product sales and customer We are responsible for providing products for
service ... ................. sale, typically through links directing

consumers to our self-operated online stores,
and for post-sale customer services.

Termination . ................ Agreements can typically be terminated upon
expiry, by mutual consent, or in the event of a
substantial breach by either party.

We do not have a significant concentration of KOLs or KOL agencies in terms of the gross
merchandize value (“GMV”) they contributed during the Track Record Period. The total GMV
of our top five KOL agencies amounted to RMB94.3 million, RMB83.3 million, RMB249.6
million and RMB245.4 million in 2021, 2022, 2023 and the six months ended June 30, 2024,
respectively.

Membership System

We have established both online and offline membership loyalty programs catering to the
diverse preferences and engagement styles of our customers. Each system provides tailored
benefits and privileges that enhance the shopping and brand experience for our members.

Our online membership system, available through our self-operated online stores on
Douyin and Tmall, offers a tiered structure for VIP levels. Members benefit from
interchangeable points and levels across platforms, which fosters a seamless integration of
shopping experiences. These points can be earned and used across various interactions,
including purchases, which enhance customer engagement and encourage brand loyalty. The
online membership system is designed not only to reward purchases but also to increase
interaction through exclusive member benefits such as product trials, special promotions, and
birthday gifts. The privacy of member data is stringently protected, adhering to our
comprehensive privacy policy.

In addition, our offline membership system enables registration at offline counters or
through linking WeChat public accounts, catering to customers who prefer in-person
interactions. This system offers benefits such as birthday gifts and personalized makeup
services based on members’ VIP levels. Offline membership benefits and tiers are dynamically
adjusted based on cumulative spending over a 12-month period, with detailed rules provided
in store and via our platforms to ensure transparency.
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Our consumers can join both of our online and offline membership loyalty programs to
enjoy membership benefits. As of December 31, 2021, 2022, 2023 and June 30, 2024, we had
a total of approximately 4.0 million, 6.3 million, 10.3 million and 12.4 million registered
members, respectively, across both our online and offline membership loyalty programs. Both
systems are aligned in their goal to offer tailored experiences and rewards but are differentiated
by the manner of interaction and the specific nature of rewards and benefits. By maintaining
both online and offline systems, we effectively address the varied preferences of our diverse
customer base, ensuring accessibility and satisfaction whether shopping online or at a physical
location.

We calculate the repurchase rate of our registered members by dividing the number of
registered members who purchased our products for two or more times during each year/period
comprising the Track Record Period by the number of registered members who made a least
one purchase during the same period of time. The following table sets forth our registered
members’ repurchase rate by sales channel for the periods indicated:

For the six months

For the year ended December 31, ended June 30,

2021 2022 2023 20230 2024V
Online channels. . . .. 13.9% 19.7% 22.0% 16.8% 21.5%
Offline channels . ... 29.9% 32.6% 32.8% 27.3% 28.7%
Overall . ... ... ... 24.1% 25.6% 26.8% 21.3% 24.8%

Note:

(1)  The repurchase rates in the six months ended June 30, 2024 are generally lower than those for the full
years of 2021, 2022 and 2023. This is primarily due to (i) the usage duration of our products, which
lengthens the repurchase cycle; and (ii) seasonal factors, with sales usually peaking in the fourth quarter
during shopping festivals and public holidays.

According to Frost & Sullivan, the industry average online repurchase rate is
approximately 10.0%. Our overall repurchase rates and online member repurchase rates during
the Track Record Period were higher than the industry average, according to the same source.

Experiential Marketing

Our offline marketing strategy focuses on providing pleasant and experiential consumer
experiences through:

. Makeup Trials and Half-Face Comparison Demonstrations at our Counters: Our
counters are designed to feature a designated area for makeup trials, where
customers can test our products and experience their effects firsthand. Our skilled
beauty advisors offer half-face comparison demonstrations, applying our products
on one side of the customer’s face while leaving the other side bare. This powerful
visual contrast highlights the transformative power of our cosmetics and encourages
customers to make a purchase.
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. Professional Beauty Advisors Offering Personalized Services and Advice: Our
counters are staffed by well-trained beauty advisors who possess extensive product
knowledge and makeup skills. They provide personalized recommendations based
on each customer’s unique skin type, facial shape, skin concerns, and preferences,
ensuring a tailored and satisfactory shopping experience. Our representatives also
offer complimentary touch-ups and mini makeovers to showcase our products’
versatility and performance.

. Makeup Shows with Promotions and Consumer Rewards: To create a sense of
excitement and engagement around our brand, we organize various types of makeup
shows and events at our counters and stores. Our makeup shows feature live
demonstrations by our top makeup artists, showcasing the latest techniques and
product launches. These events help to drive foot traffic, generate buzz, and create
a memorable brand experience for our customers.

Through our branding efforts and targeted marketing initiatives, we aim to elevate our
brand’s profile, strengthen consumer loyalty, and drive sustainable growth. Our content-driven
approach to branding, combined with our marketing strategies, has yielded positive results,
with our repurchase rates during the Track Record Period exceeding the industry average.

PRODUCTION AND SUPPLY CHAIN MANAGEMENT

Procurement

We primarily procure raw materials for color cosmetics and skincare products, packaging
materials and outsourced finished products including certain makeup tools such as brushes,
eyebrow pencils and sponges. We have put in place a centralized supplier management system
and implemented a rigorous supplier selection and evaluation procedure. We have a dedicated
department responsible for reviewing the qualifications of suppliers, periodically evaluating
their performance and updating the list of suppliers. We meticulously select our suppliers by
taking into account a number of factors, including their product quality and efficacy,
production facility conditions, warehouse management capabilities, quality control and
production equipment management capabilities. We also conduct thorough on-site inspections
before engagement to ensure their standards meet our requirements and align with our business
objectives and customer needs. For qualified suppliers, our procurement department is
responsible for establishing and maintaining supplier lists and conducting performance
evaluation on existing suppliers on their product quality and timeliness in delivery. We reserve
the right to terminate our relationship with suppliers who do not meet our internal standards.
For details of our five largest suppliers during the Track Record Period, see “— Our Suppliers.”
During the Track Record Period, we did not encounter any material quality problems or receive
defective products, nor did we experience any supply shortages that materially and adversely
affected our business, financial condition or results of operations.
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Production

To ensure optimal efficiency and uphold stringent quality control standards, we
selectively partnered with reliable ODM/OEM providers for the production of our products
throughout the Track Record Period. We retain decisive authority over the products’ attributes,
efficacy and aesthetic presentation in such partnership. Our efforts are concentrated on the
refinement of essential cosmetic parameters, such as hue, oil-water balance, pliancy, viscosity
and surfactant levels, to ensure our products suit the skin types and cosmetic needs and
preferences of Chinese consumers. We also invest in the innovative packaging designs,
engaging patterns, tactile experiences, creative narratives and tailored product forms to refine
product appearances, which captivates consumers and underscores the intrinsic value of our
offerings. Through such strategic partnership with ODM/OEM providers, we implement
specialized production and processing protocols that not only reinforce quality control but also
encourage a competitive dynamic among our ODM/OEM providers.

We carefully take into account a number of factors when selecting ODM/OEM providers,
including price, product quality, production capacity, delivery scheme, geographic position,
financial condition and reputation. In addition, we adjust production volume by certain
ODM/OEM providers from time to time, which reduces our reliance on any single provider.

The major steps involved in our production process include:

. New Product Development Initiation. Our Core Product Design and Development
Team analyzes and investigates future trends to pinpoint key products and design
elements, thereby initiating the new product development project.

. Material Enhancement and Formula Specification. To meet project requirements,
we identify suppliers who are capable of producing required materials for product
production. After engagement, our suppliers deliver basic materials, which our Core
Product Design and Development Team then fine-tunes in terms of texture and color
to reflect popular trends, suggesting enhancements. Following thorough
collaborative enhancement and development, we determine the formulas for
cosmetics and skincare materials in line with the latest industry trends.

. Third-Party Inspection and Procurement Planning. Prior to production, we send
samples of new materials to third-party quality inspection agencies for testing. For
existing materials, our suppliers deliver samples of the materials that have been
tested by third-party quality inspection agencies to our Quality Control Center for
confirmation. Meanwhile, we develop a procurement plan and use materials that
have passed external testing for production.

. Production and Quality Assurance. Post-inspection, we proceed to mass

production, followed by inventory quality checks for finished products.
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We primarily engaged in three models of cooperation with our ODM/OEM providers,
including the commissioned processing, the contracted processing model and outsourcing. In
the commissioned processing model, we are responsible for the procurement of raw materials
for color cosmetics, skincare products and packaging materials. We then supply these raw
materials to ODM/OEM providers who are tasked with manufacturing and packaging the
finished products. In the contracted processing model, our ODM/OEM providers are
responsible for the procurement of raw materials for color cosmetics and skincare products
according to our specifications. We are responsible for procuring the packaging raw materials.
Subsequently, ODM/OEM providers undertake the production and packaging of the finished
products. And in the outsourcing model, we directly purchase certain finished products from

suppliers, primarily including makeup brushes and other ancillary cosmetic items.

The following table sets forth a summary of the salient terms of our standard agreements
with ODM/OEM providers:

Duration The term of our agreements with ODM/OEM
providers is typically three years.

Procurement of raw materials In the commissioned processing model, we are

responsible for the procurement of raw materials.

In the contracted processing model, our ODM/OEM
providers are responsible for the procurement of
raw materials.

Arrangement of product design We generally require our ODM/OEM providers to
and development use certain kinds of materials for the design and
development of our products.

Production Our ODM/OEM providers are primarily responsible
for production of cosmetics products based on our
requirement.

Extension of agreement A request for the extension of agreement must be

submitted in writing to the other party within 30
days before the expiration of the agreement.
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