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Document. As this is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety by, and should be read in conjunction
with, the full text of this Document. You should read the entire Document before you
decide to [REDACTED] in the [REDACTED].

[REDACTED] in the [REDACTED] are set out in the section headed “Risk Factors” in
this Document. You should read that section carefully before you decide to
[REDACTED] in the [REDACTED].

“Definitions” and “Glossary of Technical Terms” in this Document.

This summary aims to give you an overview of the information contained in this

There are risks associated with any [REDACTED]. Some of the particular risks of

Various expressions used in this section are defined in the sections headed

OVERVIEW

We are a global leader and pioneer in the silicon carbide (SiC) epitaxy industry.

According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by
annual sales volume, with a market share exceeding 30% in 2024.

Notes:

Market Leadership

Largest

World’s largest SiC epitaxial foundry' SiC epitaxial wafers delivered during the Track

Record Period
First
in the commercialization of 8-inch SiC Choice of world’s top power
epitaxial wafer in the open market? device providers*
Leader
of setting industry standards? of RMB143.4m, RMB121.9m, and RMB166.4m

in 2022, 2023 and 2024, respectively?

According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by annual sales volume.

We were the first in the world to achieve large-scale commercial supply of 8-inch SiC epitaxial wafers,
according to CIC.

We led the writing and establishment of the world’s first and only Semiconductor Equipment and Materials
International (SEMI) industry standard for SiC epitaxy.

Four of the world’s top five SiC power device providers and seven of the top ten power device providers, by
volume, are our customers, according to CIC.

In addition, we recorded adjusted net profits (non-IFRS measure) of RMB171.9 million, RMB378.1 million
and RMB320.7 million in 2022, 2023 and 2024, respectively.
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We pride ourselves in developing industry-leading SiC epitaxy technology. Our
commitment to high product quality and substantial production capacity enables us to capture
significant market share. We were the first in the world to achieve large-scale commercial
supply of 8-inch SiC epitaxial wafers and the first in China to commercialize and mass-produce
3-inch, 4-inch, 6-inch, and 8-inch SiC epitaxial wafers. We led the writing and establishment
of the world’s first and only Semiconductor Equipment and Materials International (SEMI)
industry standard for SiC epitaxy. In 2024, our cumulative sales—combining sales under
Turnkey and Consign models—exceeded 164,000 SiC epitaxial wafers. During the Track
Record Period, we have delivered a total of over 450,000 SiC epitaxial wafers.

We serve a diverse and loyal customer base and have established a distinguished
reputation. During the Track Record Period, we had 110 customers. Our customers included
four of the world’s top five SiC power device providers and seven of the top ten power device
providers, according to CIC. SiC power devices fabricated using our epitaxial wafers exhibit
exceptional performance in high-temperature and high-power use and are widely applied in
sectors such as EVs, ultrafast charging stations, ESS, power supply, data centers, and are
entering into next generation home appliances, high-speed rail transit, electric ships, and
low-altitude aviation applications. Our extensive technical expertise, large production capacity,
exceptional quality assurance, consistent delivery, and reliable customer services have earned
us long-term recognition and loyalty from customers. These qualities not only strengthen
customer retention but also provide us with unique growth opportunities.

Our founder, Dr. Zhao Jianhui, is a leading scientist in the SiC-related field, with over 35
years of dedicated R&D experience in SiC technology development. He is the first scientist
elected as an IEEE Fellow based on significant contributions to the R&D and application of
SiC technologies. The expertise of Dr. Zhao and our R&D team formed the core of our
technological competitiveness. We successfully developed a proprietary platform for SiC
epitaxy, covering the entire epitaxial growth process, including pre-growth preparation,
epitaxial growth, cleaning, and inspection.

Among SiC epitaxial foundries worldwide, we achieved outstanding performance in
terms of product quality, yield rates and consistency. According to CIC, our products lead the
industry in key performance metrics for SiC epitaxial products, including epitaxial thickness,
doping concentration, epitaxial defect and yield rates. For example, for our Consign service
provided to a leading global SiC device manufacturer, the yield rate of our epitaxial wafer
products achieved an impressive 99%. Our success is also demonstrated by our profitability
and cash flow in the Track Record Period. In 2024, our revenue, adjusted net profit (non-IFRS
measure) and operating cash flow reached RMB974.3 million, RMB320.7 million and
RMB640.6 million, respectively, ranking among the highest in the industry, according to CIC.
Our strong financial performances position us strongly within a competitive market, enabling
us to promptly seize opportunities and mitigate risks.
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OUR MARKET OPPORTUNITIES

Amid the global wave of energy revolution, electricity is rapidly replacing traditional
fossil fuels, emerging as the driver for electrification and growth in industrial automotive and
renewable energy sectors. In this transformative shift, SiC power devices serve as the
“intelligent heart” of various power systems utilizing electricity, according to CIC. This is
because SiC is a wide-bandgap material with distinct advantages, including high thermal
conductivity, high breakdown field strength, and high electron saturation velocity. These
properties make SiC capable of high efficiency, high speed and stable power control and
processing over a wide temperature range. SiC is replacing silicon (Si) as the dominant
material for power semiconductor devices, poised to lead innovation in the coming decades,
according to CIC.

The SiC industry is inherently evolving toward a highly specialized division of labor,
because of its huge total addressable market potential and the need for technological excellence
and operational efficiency. As the sector expands, companies are increasingly focusing on their
core competencies within the value chain, fostering a collaborative ecosystem characterized by
specialization. Within this landscape, the SiC epitaxial foundry markets are poised for
significant growth, as power device providers are prioritizing partnerships with third party SiC
epitaxial foundries over in-house production, and such trend is becoming more evident since
2021, according to CIC. The SiC epitaxial industry features a high industry ceiling,
necessitating focused and specialized competitiveness, as evidenced by the silicon industry
where material manufacturing has concentrated among the top companies. While silicon power
devices can be manufactured without epitaxy, SiC power devices must be produced with
epitaxial layer, enhancing our value in the supply chain and competitive edge. We, as a global
leader in the SiC epitaxy industry, are uniquely positioned to capitalize on this inevitable
development. By leveraging our cutting-edge technology, scale advantages, and established
reputation in third-party epitaxial wafer supply, we are strategically equipped to capture
emerging market opportunities, strengthen client partnerships, and solidify our market share in
the rapidly advancing SiC era.

According to CIC, SiC device market size has reached US$2.6 billion in 2024 and is
expected to grow at a CAGR of 39.9% between 2024 and 2029, reaching US$13.6 billion by
2029. This positions SiC as a core material for the upcoming energy revolution and the rise of
intelligent industry. See “Business — Overview — Industry tailwinds and our opportunities”
for further details.

OUR PRODUCTS AND BUSINESS MODELS
Overview

We have primarily engaged in the research and development, mass production and sales
of SiC epitaxial wafers. SiC epitaxial wafers offer a multitude of advantages over traditional
Si wafers, including but not limited to enhanced temperature stability, higher breakdown
voltage, and superior thermal conductivity. These unique properties make SiC wafers a key
enabler of various cutting-edge applications, such as EVs, ultra-fast charging stations, ESS,
power supply, data centers, and are entering into next generation home appliances, high-speed
rail transit, electric ships, and low-altitude aviation.

To address the different needs of our customers, we offer Turnkey and Consign business
models, both of which enable our customers to rely on our cumulative expertise in the
production of SiC epitaxial wafers. For details, see “Business — Our Products and Business
Models — Our Business Models.”
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Our Technologies

SiC epitaxial wafer is a pivotal component of the SiC value chain, where its quality is of
paramount importance for downstream applications. The manufacturing process of SiC power
devices differs from that of traditional Si power devices. SiC power devices cannot be
fabricated directly on the SiC substrate; instead, a high-quality single-crystal epitaxial layer
must first be grown on the supportive substrate, and various devices are then manufactured on
this epitaxial layer. By precisely controlling parameters such as epitaxial layer thickness,
doping concentration, and defect density, the quality of the epitaxial wafer can be optimized,
improving the yield, performance, and reliability of end devices. In addition, unlike substrates
that typically follow unified standards, SiC epitaxy requires customization to meet the specific
requirements of end-use applications. The parameters of the delivered epitaxial products must
be tailored based on the specifications of the target devices, including various performance
parameters such as voltage and switching frequency.

However, according to CIC, the production of SiC epitaxial wafers is still facing several
hurdles:

. Defect Control: The epitaxial growth process generates critical defects such as
triangular defects and particle-induced defects. Additionally, existing defects in the
substrate can propagate into the epitaxial layer, if not properly controlled or
eliminated, reducing device yield.

. Uniformity and Consistency: Controlling the thickness and doping uniformity of
large-diameter wafers is difficult, leading to inconsistencies in device performance.

. High Costs: Epitaxial growth requires expensive equipment, costly consumables
and complex processes, making it one of the most costly segments in the value chain
and a key bottleneck for cost reduction.

To address these industry challenges, we have developed targeted proprietary
technologies, including:

. BPD-Free Technology: Utilizing this technology, the rate of BPD conversion to
TED is over 99.9% in the epitaxial growth process. Via extensive R&D of BPD-free
technology, the number of BPD defects is near zero in our epitaxial wafers.

. High-Concentration Uniformity Epitaxial Growth Technology: Through
simultaneous precise adjustments of surface conditions and flow field, and
optimization of epitaxial parameters such as C/Si ratio, main gas flow distribution
and dopant flow rate, we have greatly improved the uniformity of doping
concentration of epiwafers.

. Low-Defect Density Epitaxial Growth Technology: By developing pre-etching and
buffer layer technologies for epitaxial growth, we have effectively minimized the
propagation of substrate defects into the epitaxial layer and successfully suppressed
the formation of epitaxial growth defects.
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. Thick-Film Epitaxial Growth Technology: By increasing the growth rate and
optimizing the process parameters, we have developed this technology that can
achieve an epitaxial layer thickness of over 200 micrometers with only five
triangular defects and a low and controlled doping concentration with high
uniformity. This is crucial for enabling the fabrication of ultra-high-voltage SiC
power devices such as Insulated Gate Bipolar Transistors (IGBTs) and thyristors.

. 8-inch SiC Epitaxial Wafer Production Technology: As sizes of epitaxial wafers
increase, larger surface areas exacerbate temperature and gas flow inconsistencies
on the epitaxial wafers. It becomes more challenging to achieve high epitaxial
uniformity and low defect density. Through the development and optimization of
8-inch epitaxial growth processes with our proprietary know-hows, we have
addressed such challenges and mass-produced 8-inch SiC epitaxial wafers with
industry leading metrics.

These innovative technologies have enabled us to produce SiC epitaxial wafers with high
uniformity and low defect density. Additionally, we have developed proprietary multi-layer
epitaxial technology to satisfy customers’ customized needs. Our exceptional product quality
has earned recognition globally, including “Perfect Quality Award” from one of the top five
global SiC power device manufacturers.

Our Products — SiC epitaxial wafers

We offer various sizes of SiC epitaxial wafers, including 4-inch, 6-inch and 8-inch. SiC
wafers are typically categorized by size, primarily because the size directly impacts
manufacturing efficiency, yield, and production scalability, with larger wafers typically
delivering lower cost. During the Track Record Period, 6-inch SiC epitaxial wafers made up
the majority of our sales. We also have a significant first-mover advantage as the first company
in the world to mass-produce and commercially supply 8-inch SiC epitaxial wafers in the open
market, according to CIC. Although 6-inch wafers currently dominate the market and is
expected to grow continuously, the market size for 8-inch SiC wafers is expected to expand
significantly. We continue to invest in the R&D and production of both 6-inch to 8-inch wafers,
and expect 8-inch wafers to account for a growing share of our sales. The following photo
shows samples of our SiC epitaxial wafers.
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The following table sets forth a breakdown of our cumulative sales volume of SiC

epitaxial wafers by sizes for the periods indicated.

Year Ended December 31,

2022 2023 2024
Sales Sales Sales
volume % volume % volume %
(pieces of wafers, except for percentages)
Cumulative volume
d-inch................ 3,733 4.4 610 0.3 383 0.2
6-inch................ 81,633 95.6 199,708  99.6 156,584  95.2
8-inch................ - - 285 0.1 7,466 4.5
Total cumulative volume. . . 85,366 100.0 200,603 100.0 164,433 100.0

We price our SiC epitaxial wafers based on a number of factors, including (i) the sizes and

structures (thickness and doping types) of wafers; (ii) product specifications; (iii) purchase

volume and (iv) prevailing market condition and competitive landscape. We regularly adjust

our pricing strategies to maintain competitiveness. For customized products, such as specially

doped or uniquely thick epitaxial wafers, prices are typically higher.

Our Business Models

We have two kinds of business models, namely Turnkey and Consign, based on whether

we purchase substrates on our own or use the substrates provided by our customers, as

illustrated by the following chart.

EpiWorld’s epitaxial
growth process,
including incoming
inspection, epitaxial
growth, cleaning and
inspection

SiC epitaxial
wafers

ﬁl BE8 EpiWorld purchase
Turnkey = substrates and other
Substrate auxiliary raw materials
Suppliers
8 & Customers supply
. b‘i substrates and
C0n51gn EpiWorld purchase other

Customers

auxiliary raw materials
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Turnkey

Under the Turnkey model, we purchase the raw material including substrates ourselves
and upon the completion of production process, deliver the final products, SiC epitaxial wafers,
to our customers. The price of our wafer products thereby takes into account the full costs of
substrates as well as our production costs. When dealing with customers with large and
recurring purchase orders, prices are typically negotiated based on production volume,
prevailing market conditions and length of relationships. Through the Turnkey model, we could
provide a one-stop solution to our customers, allowing them to rely on our established quality

control process.

Consign

Under the Consign model, our customers supply us with the substrates. We would
purchase other auxiliary raw materials, grow the SiC epitaxy and deliver the final epitaxial
wafers to our customers. We charge the customers for the auxiliary raw materials and the
foundry services for growing SiC epitaxy on substrates. The base processing fee depends on
the size, doping type, and thickness of the epitaxial wafer and the additional service fees
include charges for special process requirements, and other services. For large-volume orders,
we from time to time apply tiered pricing where the larger the order quantity, the lower the unit
process fee. Our pricing strategy enhances customer loyalty and increases long-term
collaboration opportunities.

Our robust manufacturing capacity and flexible business model allow us to adapt to such
customized requests swiftly. The following table sets forth a breakdown of our cumulative
sales volume of SiC epitaxial wafers by types of service for the periods indicated.

Year Ended December 31,

2022 2023 2024

Sales Sales Sales
volume % volume % volume %

(pieces of wafers, except for percentages)

Cumulative volume

Turnkey .............. 31,339 36.7 96,428 48.1 122,283 744
Consign .............. 54,027 63.3 104,175 51.9 42,150  25.6
Total cumulative volume. . . 85,366 100.0 200,603 100.0 164,433 100.0
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OUR COMPETITIVE STRENGTHS

We believe that the following strengths have contributed to our success and differentiated
us from our competitors:

. We are a global leader and pioneer in the SiC epitaxy industry;

. We possess exceptional R&D capabilities driving technological advancement in the
SiC epitaxy industry;

. We have industry-leading production capacity that can be increased in a disciplined
manner to meet the rapidly growing demand from downstream customers;

. We have established a robust customer base by hyper focusing on SiC epitaxy; and

. We are led by a visionary and dedicated leadership team with strategic foresight.

For details, see “Business — Our Competitive Strengths.”

OUR GROWTH STRATEGIES

We plan to execute the following strategies to drive our future growth:

. Sustained investment in R&D to strengthen and enhance our technological
leadership;

. Expand production capacity with discipline to capture market opportunities;

. Dual growth engine — penetrate domestic and overseas markets and execute a

globalized strategy;

. Enhance and upgrade existing product portfolio to deliver solutions with superior
performance and cost efficiency; and

. Attract top talents to enhance our multi-dimensional talent pool.

For details, see “Business — Our Growth Strategies.”
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CUSTOMERS AND SUPPLIERS

We provide SiC epitaxial wafers to power device companies, which then fabricate the
wafers into devices for their customers. During the Track Record period, we had served over
110 customers. Our customers are primarily global leaders of semiconductor power devices. In
2022, 2023 and 2024, the aggregate revenue generated from our five largest customers were
RMB381.5 million, RMB938.0 million and RMB783.3 million, representing 86.5%, 82.1% and
81.2% of our revenue, respectively. Revenues generated from our largest customer in the same
periods were RMB246.6 million, RMB614.6 million and RMB393.6 million, representing
56.0%, 53.8% and 40.4% of our revenues, respectively. As of the Latest Practicable Date, none
of our Directors, their close associates or any of our Shareholders (who or which to the
knowledge of the Directors owned more than 5% of our issued share capital) had any interest
in any of our five largest customers.

In 2022, 2023 and 2024, the aggregate purchase amounts from our five largest suppliers
were RMB430.3 million, RMB1,342.8 million and RMB376.5 million, representing 65.4%,
72.1% and 83.3% of our total purchase amount, respectively. The purchase amounts from our
largest supplier in the same periods were RMB215.3 million, RMB718.7 million and
RMB129.4 million, representing 32.7%, 38.6% and 28.6% of our total purchase amount,
respectively. As of the Latest Practicable Date, none of our Directors, their close associates or
any of our Shareholders (who or which to the knowledge of the Directors owned more than 5%
of our issued share capital) had any interest in any of our five largest suppliers. To the best of
our knowledge, during the Track Record Period and up to the Latest Practicable Date, each of
our top five suppliers are independent from each other.

RISK FACTORS

Our business and the [REDACTED] involve certain risks as set out in “Risk Factors.”
You should read that section in its entirety carefully before you decide to [REDACTED] in our
H Shares. Some of the major risks we face include:

. Our business growth and prospects are affected by our ability to continuously
innovate and upgrade our technologies and production processes and to penetrate
new markets;

. We face substantial competition;

. The price of our products and our profit margin may be materially and adversely
affected as the overall production capacity continues to increase in the future;
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. Our performance is subject to the development and condition of our downstream
industries that adopt our products. Any slowdown in the growth of these downstream
industries could adversely affect our business, financial condition and results of
operations;

. A fluctuation in prices of raw materials or shortage in supply may disrupt our supply
chain, increase our production costs, delay deliveries of our products to customers
and affect our market price, which would further affect our business, financial
condition and results of operations;

. Any material adverse change to the operation, financial performance or financial
condition of our major suppliers may result in material adverse impact on their
business relationship with us;

. Our business, financial condition and results of operations may be materially and
adversely affected by geopolitical tensions, international trade policies,
international export controls and economic sanctions; and

. If we are unable to offer high-quality products, it may reduce the market adoption
of our products, damage our reputation or expose us to product liability and other
claims.

OUR SINGLE LARGEST SHAREHOLDER

Immediately following the completion of the [REDACTED] (assuming that the
[REDACTED] is not exercised), Dr. Zhao will control [REDACTED]% of our total issued
share capital and he will be our Single Largest Shareholder upon [REDACTED]. For more
details, see “Relationship with the Single Largest Shareholder.”

OUR [REDACTED] INVESTORS
We have undergone multiple rounds of [REDACTED] Investments. For further details of
the identity and background of the [REDACTED] Investors and the principal terms of the

[REDACTED] Investments, see ‘“History, Development and Corporate Structure —
[REDACTED] Investments.”

— 10 =
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION
Summary of Consolidated Statements of Profit or Loss

The table below sets forth our consolidated statements of profit or loss for the periods
indicated derived from the Accountant’s Report included in Appendix I to this Document:

Years Ended December 31,
2022 2023 2024
(RMB in thousands)

Revenue .. ....... ... ... ........... 440,691 1,142,502 974,316
Costofsales...................... (243,754) (697,103) (642,007)
Gross profit . ....... ... ... . ... . 196,937 445,399 332,309
Other income and other gains, net. ... .. 21,534 63,451 168,402
Selling and distribution expenses. . . .. .. (1,866) (48,776) (5,513)
Administrative and other expenses. . . . . . (48,136) (162,749) (175,575)
Research and development costs .. ... .. (43,829) (101,786) (79,992)
(Impairment loss)/reversal of impairment

loss on financial assets, net . ........ (901) 149 (1,253)
Finance costs. ... .................. (4,456) (18,148) (28,863)
Profit before taxation .............. 119,283 177,539 209,515
Income tax credit/(expense)........... 24,085 (55,648) (43,114)
Profit for the year . . ... ... ... ... .. 143,368 121,892 166,401

Revenue

Revenue by Type of Service

We generate revenue from sales of SiC epitaxial wafers through Turnkey and Consign
models. The key difference between the two models is the source of the substrates: we procure
substrates under the Turnkey model and our customers supply substrates to us under the
Consign model. Our revenue mainly consists of sales from SiC epitaxial wafers by type of
services from Turnkey service and Consign service. See “Business — Our Products and
Business Models — Our Business Models” for details of our Turnkey and Consign services.

The following table sets forth a breakdown of our revenue by type of service for the years
indicated, in absolute amounts and as percentages of revenue.

Years Ended December 31,
2022 2023 2024

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

Revenue by type of

service

Turnkey ........... 277,763  63.0 847,679  74.2 839,577  86.2

Consign . .......... 156,569  35.5 202,750  25.6 121,103 124

Others'” ... ...... .. 6,359 1.5 2,073 0.2 13,636 1.4
Total ............... 440,691 100.0 1,142,502 100.0 974,316 100.0
Note:

(1)  Others mainly include sales of SiC substrate.
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Revenue by Region

During the Track Record Period, we derived revenues from sales to customers in various
regions, mainly Asia and Europe. In 2022, 2023 and 2024, the combined revenue generated
from Asia and Europe markets accounted for 96.4%, 93.5% and 96.6% of our total revenue,
respectively. In addition, the revenue from Greater China was RMB167.7 million in 2022,
RMB307.2 million in 2023, and RMB207.7 million in 2024. We record revenue from our
customers by region based on the customer’s registered address or place of incorporation.

The following table sets forth a breakdown of revenue by region for the years indicated,
in absolute amount and as percentage of total revenues.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Revenue by region

Asia ............... 275,470 62.5 745,220 65.2 672,429 69.0

Greater China . ..... 167,703 38.1 307,249 26.9 207,656 21.3
Europe ............. 149,339 33.9 323,343 28.3 268,943 27.6
North America . ....... 14,083 3.2 73,938 6.5 32,944 3.4
Others .............. 1,799 0.4 - - - -
Total ............... 440,691 100.0 1,142,502 100.0 974,316 100.0

Summary of Consolidated Balance Sheets
The table below sets forth selected information from our consolidated balance sheets as
of the dates indicated, which has been extracted from the Accountant’s Report included in

Appendix I to this Document:

As of December 31,

2022 2023 2024

(RMB in thousands)

Non-current assets . . . .............. 956,390 2,043,223 2,054,279
Current assets . . ... ............... 497,208 1,030,375 2,448,665
Total assets. . .. .................. 1,453,598 3,073,598 4,502,944
Non-current liabilities . ... .......... 271,013 1,048,943 1,084,318
Current liabilities. . .. .............. 385,446 543,815 587,135
Total liabilities . . . . ... ............ 656,459 1,592,758 1,671,453
Netassets . ...................... 797,139 1,480,840 2,831,491

— 12 =



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

SUMMARY

The following table sets forth our current assets and current liabilities as of the dates
indicated:

As of
As of December 31, February 28,
2022 2023 2024 2025
(RMB in thousands)
(unaudited)

Inventories . ............ 91,404 351,086 247,640 226,543
Trade and bills receivables . 106,796 78,666 129,645 126,768
Prepayments, deposits and

other receivables .. ... .. 15,527 7,992 7,468 6,971
Value-added tax (VAT)

recoverable ........... 8,564 22,488 33,259 36,251
Time deposits . .......... 500 20,622 _ —
Cash and cash equivalents . . 274,417 549,521 2,030,653 1,817,020
Total current assets . ... .. 497,208 1,030,375 2,448,665 2,213,553
Trade and bills payables . . . 54,863 32,912 71,883 73,069
Other payables and

accruals . ............. 182,077 191,731 145,089 122,013
Contract liabilities . . . ... .. 5,757 3,730 6,795 6,664
Lease liabilities . . ... ... .. 344 261 67 -
Borrowings . ............ 142,405 315,181 303,536 41,627
Income tax payable . ...... — — 59,765 60,972
Total current liabilities . . . 385,446 543,815 587,135 304,346
Net current assets . ...... 111,762 486,560 1,861,530 1,909,207

Our net current assets increased from RMB1,861.5 million as of December 31, 2024 to
RMB1,909.2 million as of February 28, 2025, primarily due to (i) a decrease in the borrowing
of RMB261.9 million, and (ii) a decrease in other payables and accruals of RMB23.1 million,
partially offset by a decrease in cash and cash equivalents of RMB213.6 million and a decrease
in inventories of RMB21.1 million.

Our net current assets increased from RMB486.6 million as of December 31, 2023 to
RMB1,861.5 million as of December 31, 2024, primarily due to (i) an increase of cash and cash
equivalents of RMB1,481.1 million in relation to share issuance of RMB1,030.0 million from
certain shareholders, (ii) an increase of trade and bills receivables of RMBS51.0 million, (iii) a
decrease of borrowings of RMB11.6 million, and (iv) an increase of VAT recoverable of
RMB10.8 million, partially offset by (i) a decrease of inventories of RMB103.4 million, (ii) an
increase of tax payable of RMB59.8 million, and (iii) a decrease of time deposits of RMB20.6
million.

Our net current assets increased from RMBI111.8 million as of December 31, 2022 to
RMB486.6 million as of December 31, 2023, primarily due to (i) an increase of cash and cash
equivalents of RMB275.1 million, (ii) a increase of inventories of RMB259.7 million, and (iii)
partially offset by (i) an increase of borrowings of RMB172.8 million, (ii) a decrease of trade
and bills payables of RMB22.0 million, and (iii) a decrease of trade and bills receivables of
RMB28.1 million.

— 13 -
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Summary of Consolidated Statement of Cash Flow

The following table presents our consolidated cash flow data for the years indicated.

Year Ended December 31,

2022 2023 2024

(RMB in thousands)

Net cash generated from operating

activities. . . .................... 169,985 415,175 640,638
Net cash used in investing activities . . . (505,270) (1,140,458) (144,332)
Net cash generated from financing

activities . ............ ... .. ..., 459,072 1,000,387 984,826
Net increase in cash and cash

equivalents . .. .............. ... 123,787 275,104 1,481,132
Cash and cash equivalents at beginning

of theyear..................... 150,630 274,417 549,521

Cash and cash equivalents at end
of theyear .................... 274,417 549,521 2,030,653

During the Track Record Period and as of the Latest Practicable Date, our principal
sources of liquidity have been cash generated from operating activities and borrowings from
banks.

KEY FINANCIAL RATIOS

The following table sets forth some of our key financial ratios for the dates indicated.

As of and Years Ended December 31,

2022 2023 2024
Gross profit margin ... ... ... ... ... 44.7% 39.0% 34.1%
Current ratio® .. ... ... ... .. .. ..... 1.3 1.9 4.2
Quick ratio® . . ... ... ... L 1.1 1.2 3.7
Debt-to-asset ratio™ ... ...... .. .. ... 45.2% 51.8% 37.1%

Notes:

(1) Gross profit margin is calculated using gross profit for the year divided by revenue for the year and
multiplied by 100%.

(2)  Current ratio equals current assets divided by current liabilities as of the relevant year end.

_ 14—
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(3)  Quick ratio equals current assets excluding inventories divided by current liabilities as of the relevant
year end.

(4)  Debt-to-Asset Ratio equals total liabilities divided by total assets multiplied by 100%.

For a more comprehensive discussion of the factors affecting our key financial ratios
during the Track Record Period, see “Financial Information — Discussion of Results of
Operations.”

WORKING CAPITAL

Taking into account the financial resources available to us, including anticipated cash
flow from our operating activities, existing cash and cash equivalents, available bank facilities
and the estimated net [REDACTED] from the [REDACTED], our Directors believe that we
have sufficient working capital for our present requirements and for the next 12 months from
the date of this Document.

We intend to finance our future working capital requirements and capital expenditures
primarily from cash expected to be generated from operating activities, bank facilities and

funds raised from financing activities, including the net [REDACTED] we will receive from
the [REDACTED].

[REDACTED]

— 15 -
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[REDACTED]

DIVIDENDS
During the Track Record Period, no dividends have been declared and paid by us.

The declaration and payment of any dividends in the future will be determined by our
Board and Shareholders and subject to our Articles of Association and the PRC Company Law,
and will depend on a number of factors, including our earnings, capital requirements, overall
financial condition and contractual restrictions. No dividend shall be declared or payable
except out of our profits and reserves lawfully available for distributions. As confirmed by our
PRC Legal Adviser, according to the PRC law, any future net profit that we make will have to
be first applied to make up for our historically accumulated losses, after which we will be
obliged to allocate 10% of our net profit to our statutory common reserve fund until such fund
has reached more than 50% of our registered capital. We will therefore only be able to declare
dividends after (i) all our historically accumulated losses have been made up for; and (ii) we
have allocated sufficient net profit to our statutory common reserve fund as described above.

LEGAL PROCEEDINGS AND COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, we had not been
involved in any actual or pending legal, arbitration or administrative proceedings (including
any bankruptcy or receivership proceedings) that we believe would have a material adverse
effect on our business, results of operations, financial condition or reputation and compliance.

According to our PRC Legal Adviser, the business operations we engaged in had been
carried out in compliance with applicable PRC laws and regulations in all material respects
during the Track Record Period and up to the Latest Practicable Date.

FUTURE PLANS AND USE OF [REDACTED]

We estimate that we will receive net [REDACTED] from the [REDACTED] of
approximately HK$[REDACTED] million, after deducting [REDACTED], fees and estimated
expenses payable by us in connection with the [REDACTED], assuming no [REDACTED] is
exercised and an [REDACTED] of HK$[REDACTED] per [REDACTED], being the
midpoint of the indicative [REDACTED] stated in this Document.

In line with our strategies, we intend to use the net [REDACTED] for the following
purposes, subject to changes with respect to our evolving business needs and changing market
conditions:

. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED]
million, will be used to expand our production capacity of the SiC epitaxial wafers
in a disciplined and prudent manner over the next five years, in response to the
growing market demands;
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. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED]
million, will be used in the R&D of SiC epitaxial wafers to enhance our technical
capabilities and solidify our technical advantages; and

. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED]
million, will be used as working capital and for general corporate purposes.

For details, please see “Future Plans and Use of [REDACTED].”
[REDACTED]

Based on the mid-point [REDACTED] of HK$[REDACTED] (being the mid-point of
our [REDACTED] of HK$[REDACTED] to HK$[REDACTED] per [REDACTED]), the
total [REDACTED] (including [REDACTED]) payable by our Company are estimated to be
approximately HK$[REDACTED] million (equivalent to approximately RMB[REDACTED]
million), assuming the [REDACTED] is not exercised. These [REDACTED] mainly comprise
professional fees paid and payable to the professional parties, and [REDACTED] payable to
the [REDACTED], for their services rendered in relation to the [REDACTED] and the
[REDACTED].

We estimate that an additional [REDACTED] of RMB[REDACTED] million (including
[REDACTED] of RMB[REDACTED] million, assuming the [REDACTED] is not exercised
and based on an [REDACTED] of HK$[REDACTED] per [REDACTED]), accounting for
[REDACTED]% of our gross [REDACTED], will be further incurred by our Group, of which
RMB[REDACTED] million is expected to be charged to our consolidated statements of profit
or loss and RMB[REDACTED] million is expected to be charged against equity upon the
[REDACTED].

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, as of the date of the Document, there has been no material
adverse change in our financial or trading position, indebtedness, mortgage, contingent
liabilities, guarantees or prospects since December 31, 2024, the end of the period reported on
the Accountant’s Report included in Appendix I to this Document; and there has been no event
since December 31, 2024 which would materially affect the information presented in the

Accountant’s Report set out in Appendix I to this Document.
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“Glossary of Technical Terms”.

In this Document, unless the context otherwise requires, the following terms and
expressions shall have the meanings set out below. Certain other terms are explained in

“Accountants’ Report”

“affiliate(s)”

“AFRC”

“Articles” or “Articles of
Association”

“associate(s)”

“Audit Committee”

“Board” or “our Board”

“Business Day”

“Chantou Juxiang Xinhan”

the accountants’ report of our Company prepared by BDO
Limited, the text of which is set out in Appendix I to this
Document

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

the Accounting and Financial Reporting Council of Hong
Kong

the articles of association of our Company, as amended
from time to time, which shall become effective upon the
[REDACTED], a summary of which is set out in
Appendix III to this Document

has the meaning ascribed thereto under the Listing Rules
the audit committee of the Board

the board of Directors

a day on which banks in Hong Kong are generally open

to the public for normal business and which is not a
Saturday, Sunday or public holiday in Hong Kong

[REDACTED]

Xiamen Chantou Juxiang Xinhan Technology Investment
Partnership Enterprise (Limited Partnership) (J& ']z % %5 ¥
DB RE S B EEEREY)), a limited partnership
established in the PRC on December 20, 2024
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“China”, “mainland China”,
or “PRC”

“China Resources
Microelectronics”

“CIC”

“CIC Report”

“close associate(s)”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

9

“Company”, “our Company”
or “the Company”

“Compliance Adviser”

“connected person(s)”

“connected transaction(s)”

the People’s Republic of China, which, for the purposes
of this Document and for geographical reference only,
excludes Hong Kong, the Macao Special Administrative
Region of the People’s Republic of China, and Taiwan
Region

China Resources Microelectronics Holdings Company
Limited (GEMME THERARAF), a limited liability
company established in the PRC on June 30, 2017

China Insights Industry Consultancy Limited, an
independent professional market research and consulting
company, which is an Independent Third Party

an independent market research report commissioned by
us and prepared by CIC for the purposes of this
Document

has the meaning ascribed thereto under the Listing Rules

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

Epiworld International Co., Ltd. () K K FFHZ(E])
&t A B> F]), formerly known as Hantian Tiancheng
Electronics Technology (Xiamen) Co., Ltd. (¥ K KX 7E T
BHE(EM)ABL/A ) and Hantian Taicheng Electronics
Technology (Xiamen) Co., Ltd. (K% W5 FFHZ (M)
A FR7Z F]), a limited liability company established in the
PRC on March 31, 2011 and converted into a joint stock
company with limited liability on May 25, 2023

Rainbow Capital (HK) Limited
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules
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“core connected person(s)”

“Corporate Governance Code”

“CSDCC”

“CSRC”

“Dangfeng Technology”

“Director(s)” or “our Director(s)”

“Dongzheng Ruikun”

“Dr. Zhao”

“EIT”

“EIT Law”

“Epiworld Core”

“Epiworld Materials”

has the meaning ascribed thereto under the Listing Rules

the Corporate Governance Code set out in Appendix Cl1
to the Listing Rules

China Securities Depository and Clearing Corporation
Limited (B8 20 S aC 450 A IREAE A A])

the China Securities Regulatory Commission (H [ #53
EERENEZEE)

Xiamen Dangfeng Technology Co., Ltd. (J& i 2 F}
AR/ H]), a limited liability company established in
the PRC on November 21, 2014

the director(s) of our Company

Zhuji Dongzheng Ruikun Equity Investment Partnership
(Limited Partnership) (it H a8 &M AR E G B AE
(AM4A%)), a limited partnership established in the PRC
on October 30, 2020

Dr. Zhao Jianhui (####f), our founder, chairman of the
Board, an executive Director and our Single Largest
Shareholder

the PRC enterprise income tax

the PRC Enterprise Income Tax Law ( {3 A\ R LA
ESEFTBLE) )

Xiamen Hantian Nuclear Core Enterprise Management
Partnership (Limited Partnership) (%Fﬁﬁﬁf@?ﬁﬁ%ﬁ
HEBEEEREY)), formerly known as Xiamen
Hantian Nuclear Core Equity Investment Partnership
(Limited Partnership) (&M ¥ K SRERE S B0
(ABEE%)), a limited partnership established in the PRC
on December 2, 2020, details of which are set out in
“History, Development and Corporate Structure —
Employee Shareholding Platform” in this Document

Epiworld Semiconductor Materials (Xiamen) Co., Ltd.
OB R R AR ) A BRA 1), a limited liability
company established in the PRC on May 31, 2024, and a
wholly owned subsidiary of the Company
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“Extreme Conditions”

“Greater China”

“Group”, “our Group”, “our

“We”, or “us”

“Guide for New Listing
Applicants”

99

)

[REDACTED]

extreme conditions as announced by the government of
Hong Kong in the case where a super typhoon or other
natural disaster of a substantial scale seriously affects the
working public’s ability to resume work or brings safety
concern for a prolonged period

[REDACTED]

the People’s Republic of China, which, for the purposes
of this Document and for geographical reference only,
includes Hong Kong, the Macao Special Administrative
Region of the People’s Republic of China, and Taiwan
Region

our Company and its subsidiaries, or any one of them as
the context may require, and where the context requires,
the businesses operated by our Company and/or its
subsidiaries and their predecessors (if any)

the Guide for New Listing Applicants issued by the Hong

Kong Stock Exchange, as amended, supplemented or
otherwise modified from time to time
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DEFINITIONS

“Hainan Zhentai”

“H Share(s)”

“Hefei Tiancheng”

“HK$”, “HKD” or “Hong Kong
dollars”

Hainan Zhentai Venture Capital Partnership (Limited
Partnership) ~ (BRMERAEREGHEEAEREGE))
formerly known as Hainan Zhentai Venture Capital
Investment Fund Partnership (Limited Partnership) (7
FRAERERE AP EEEREY)) and Hangzhou
Zhentai Equity Investment Partnership (Limited
Partnership) (MIMBERBEREEGH LEEREE)), a
limited partnership established in the PRC on May 14,
2020

[REDACTED] ordinary share(s) in the share capital of
our Company with a nominal value of RMB1.00 each,
which are to be subscribed for and [REDACTED] in
Hong Kong dollars and to be [REDACTED] on the Hong
Kong Stock Exchange

[REDACTED]

Hefei Chantou Tiancheng Equity Investment Partnership

(Limited Partnership) (& EEHRRBEHERESHFE
(A FRE %)), a limited partnership established in the PRC
on December 22, 2022

Hong Kong dollar(s), the lawful currency of Hong Kong

[REDACTED]

22 _



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

DEFINITIONS

[REDACTED]

“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the
PRC

[REDACTED]

“Hong Kong Stock Exchange” or The Stock Exchange of Hong Kong Limited, a wholly-
“Stock Exchange” owned subsidiary of Hong Kong Exchanges and Clearing
Limited

“Hong Kong Takeovers Code” or the Codes on Takeovers and Mergers and Share Buy-
“Takeovers Code” backs issued by the SFC, as amended, supplemented or

otherwise modified from time to time

[REDACTED]
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DEFINITIONS

“Huajin Mingjiade”

“Huajin Yuxing”

“Huangshan Saifu”

“Hubble Technology”

“Huiyou Chuangjia”

“Huzhou Runxu”

“ICBC Investment”

“IFRSs”

“IIT Law”

Ningbo Huajin Mingjiade Venture Capital Partnership
(Limited Partnership) (il #ESH SRR EREGH A
F(HMRER)), a limited partnership established in the
PRC on April 13, 2023

Ningbo Huajin Yuxing Venture Capital Partnership
(Limited Partnership) (%% #e55/8BAIERE S MR
(AFR4E%)), a limited partnership established in the PRC
on April 10, 2023

Huangshan Saifu Tourism Culture Industry Development
Fund (Limited Partnership) (#0111 & ik il & 2 5%
HEEAREE)), a limited partnership established in the
PRC on January 5, 2018

Hubble Technology Venture Capital Co., Ltd. (WL
BIEREABRAF])), formerly known as Hubble
Technology Investment Co., Ltd. (MEhiEHEHEHBRA
F]), a limited liability company established in the PRC on
23 April 2019

Shenzhen Huiyou Chuangjia Venture Investment
Partnership (L.P.) (Limited Partnership) (ZEIIIT 2 A £l
RHERERBCECEREY)), a limited partnership
established in the PRC on May 31, 2017

Huzhou Runxu Equity Investment Partnership (Limited
Partnership) (WM EHRHERESGH EEEREE)), a
limited partnership established in the PRC on
December 24, 2021

ICBC Financial Asset Investment Co., Ltd. (LR 4/l &
EHREHM/AT), a company with limited liability
established in the PRC on September 26, 2017

the International Financial Reporting Standards, which
include standards, amendments and interpretations
promulgated by TASB and the International Accounting
Standards (IAS) and interpretations issued by the
International Accounting Standards Committee (IASC)

the Individual Income Tax Law of the PRC ( {## AR
AN EE A RRLE) )
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DEFINITIONS

“Independent Third Party(ies)”

“Jiadong Wuyuan”

“Jiangyin Yinrun”

any person(s) or entity(ies) who is not a connected person
of the Company within the meaning of the Listing Rules

[REDACTED]

Xiamen Jiadong Wuyuan Investment Partnership
(Limited Partnership) (&M BYBEHRE &K B3ECH IR
%)), a limited partnership established in the PRC on
September 28, 2022

Jiangyin Yinrun Equity Investment Partnership (Limited
Partnership) (VLEESRBRHEREGH BEGEIREY)), a
limited partnership established in the PRC on
November 25, 2022
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DEFINITIONS

“Latest Practicable Date”

“Liaoning Haitong”

“Listing Committee”

“Listing Rules”

“Main Board”

“MOF”

“MOFCOM”

“NDRC”

“Ningbo Fuchi”

March 30, 2025, being the latest practicable date for the
purpose of ascertaining certain information contained in
this Document prior to its publication

Liaoning Haitong New Kinetic Energy Equity Investment
Fund Partnership (Limited Partnership) (¥ % &4 5 B fig
R E RS G B EERAE)), a limited partnership
established in the PRC on January 20, 2020

[REDACTED]

the listing committee of the Hong Kong Stock Exchange

[REDACTED]

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended,

supplemented or otherwise modified from time to time

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

the Ministry of Finance of the PRC ("3 A [ 3L ] B B
i)

the Ministry of Commerce of the PRC (713 A [ ALA1
EREED!

the National Development and Reform Commission of

the PRC (HfE A\ B 0] [0 52 8 JR Ak i 2% B )

Ningbo Fuchi Enterprise Management Consulting
Partnership (Limited Partnership) (Z2{ & yih {364 P
HEBEEERASE)), a limited partnership established
in the PRC on December 19, 2018
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DEFINITIONS

“Ningbo Fuwurong” Ningbo Fuwurong Wuxiali Equity Investment Fund
Partnership (Limited Partnership) (% & fu 284 I ¥
HREREABAEEEREY)), a limited partnership
established in the PRC on October 8, 2022

“Ningbo Qiaowang” Ningbo Meishan Bonded Port Zone Qiaowang Equity
Investment Partnership (Limited Partnership) (ZEJ 11
TRBLE [ S NE B HEB E B B R CH G H)), a limited
partnerships established in the PRC on June 15, 2017

“Nomination Committee” the nomination committee of the Board
“NPC” the National People’s Congress of the PRC ({1 #E A &%
e A N R K ED
[REDACTED]
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DEFINITIONS

“Overseas Listing Trial
Measures”

“PBOC”

“PRC Company Law”

“PRC GAAP”

“PRC Legal Adviser”

“PRC Securities Law”

“[REDACTED] Investment(s)”

“[REDACTED] Investor(s)”

the Trial Administrative Measures of Overseas Securities
Offering and Listing by Domestic Companies and five
supporting guidelines ( (BERARELINEFITRIM bl
EMHATHRE) K RIEBETES]) promulgated by the
CSRC on February 17, 2023 which became effective on
March 31, 2023

the People’s Bank of China (/B AR 4$R1T), the central
bank of the PRC

the Company Law of the PRC (% A\ RILFNE A w]i),
as amended, supplemented or otherwise modified from
time to time

generally accepted accounting principles of the PRC

Jingtian & Gongcheng, the PRC legal adviser to our
Company in connection with the [REDACTED]

the Securities Law of the PRC (F1#E A R ILAI B35 F515),
as amended, supplemented or otherwise modified from
time to time

the investment(s) in our Group undertaken by the
[REDACTED] Investors prior to this [REDACTED],
details of which are set out in “History, Development and
Corporate Structure” in this Document

the investor(s) making investments in our Group prior to
this [REDACTED] as set out in “History, Development
and Corporate Structure” in this Document

[REDACTED]
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DEFINITIONS

“Document”

“Puyuan Pengyuan”

“QIB(s)”

“Qingda Runyu”

“Qingda Xinsheng”

“Regulation S”

“Remuneration Committee”

“RMB” or “Renminbi”

“Rule 144A”

“SAFE”

“Saifu Jinzuan”

“SAMR”

“SAT”

this document being issued in connection with the
[REDACTED]

Puyuan Pengyuan (Xiamen) Investment Partnership
(Limited Partnership) (EJFEME#E(E M ESBEEA
FRE%) formerly known as Puyuan (Xiamen)
Investment Partnership (Limited Partnership) (BJf(J&
MBEGBLEERAEE)), a  limited partnership
established in the PRC on April 25, 2018

qualified institutional buyer(s) within the meaning of
Rule 144A

Xiamen Qingda Runyu Venture Capital Partnership
(Limited Partnership) (/&M HiEXKEERZERE RSB A
F#HEMRAT)), a limited partnership established in the
PRC on January 12, 2022

Xiamen Qingda Xinsheng Venture Capital Partnership
(Limited Partnership) (J& [ il K BEIERE G B A
#(HRAE)), a limited partnership established in the
PRC on August 1, 2022

Regulation S under the U.S. Securities Act

the remuneration committee of the Board

Renminbi, the lawful currency of the PRC

Rule 144A under the U.S. Securities Act

the State Administration of Foreign Exchange of the PRC
(R AN R [ ) 2 A1 HEE A LRy )

Xiamen Saifu Jinzuan Equity Investment Partnership
(Limited Partnership) (/& ["#E 5 G#IKAERE S BB
(A FR4E%)), a limited partnership established in the PRC
on May 22, 2017

the State Administration for Market Regulation of the
PRC (32 A R B [ K i g B B B AR )

the State Taxation Administration of the PRC (FF# AR
S0 B B K B S AR

—29 _



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

DEFINITIONS

“SFC”

“SFO” or “Securities and Futures
Ordinance”

“Shanghai Minshenshi”

“Shanghai Tianli”

“Shanghai Zhezhong”

“Share(s)”

“Shareholder(s)”

“Single Largest Shareholder”

“Sole Sponsor” [REDACTED]

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 Minshenshi Management Consulting
Partnership (Limited Partnership) (V8L H B & G5
BB EEEREE)), alimited partnership established in
the PRC on May 9, 2023

Shanghai Tianli Enterprise Management Center (Limited
Partnership) (L REMEFHFLAERER)), a
limited partnership established in the PRC on August 30,
2019

Shanghai Zhezhong Group Co., Ltd. (- iH - 4E B {7
AR/ F]), formerly known as Shanghai Zhezhong
Construction Co., Ltd. (7 @ s B A R A Fl) and
Shanghai Zhezhong Large-scale Pipe Pile Co., Ltd. (L&

KRB ARAT)  (stock code: 002346.sz), a
company listed on the Shenzhen Stock Exchange

ordinary share(s) in the capital of our Company with a
nominal value of RMB1.00 each, including H Shares and
Unlisted Shares

holder(s) of the Share(s)

refers to Dr. Zhao Jianhui (##2#H)

the sole sponsor [REDACTED] as named in the section

headed “Directors, Supervisors and Parties Involved in
the [REDACTED]” in this Document

[REDACTED]
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DEFINITIONS

“State Council”

“subsidiary(ies)”

“substantial shareholder(s)”

“Supervisor(s)”

“Supervisory Committee”

“Torch Capital”

“Track Record Period”

“treasury shares”

“U.S. dollars”, “US$” or “USD”

“U.S. persons”

“U.S. Securities Act”

“United States” or “U.S.”

“Unlisted Share(s)”

[REDACTED]

the State Council of the PRC (H#E A &A1= 5 %5 Bt
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules
supervisor(s) of the Company

the committee of the Supervisors

Xiamen Torch Group Venture Capital Co., Ltd. (J& [ kK JE
EEAIEREAR/AT), a limited liability company

established in the PRC on April 5, 2004

the period comprising the three financial years ended
December 31, 2022, 2023 and 2024

has the meaning ascribed thereto under the Listing Rules

United States dollars, the lawful currency of the United
States

U.S. persons as defined in Regulation S

the U.S. Securities Act of 1933, as amended,
supplemented or otherwise modified from time to time

[REDACTED]

the United States of America, its territories and
possessions, any State of the United States, and the
District of Columbia

ordinary share(s) issued by our Company, with a nominal

value of RMB1.00 each, which is/are not listed on any
stock exchange
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DEFINITIONS

“VAT”

“Xiamen Chantou Gongrong”

“Xiamen Gongrong Industry”

“Xiamen Hi-Tech Investment”

“Xiamen Hongyuan”

“Xiamen Hongxing”

“Xiamen Jushenghua”

value-added tax

[REDACTED]

Xiamen Chantou Gongrong Emerging Industry Equity
Investment Fund Partnership (Limited Partnership) (&[]
B LR B SETRMER B R B G EHREE)), a
limited partnership established in the PRC on December
16, 2024.

Xiamen Gongrong Industry Investment Emerging
Industry Equity Investment Fund Partnership (Limited
Partnership) (/& ] L il 2 BOHT L SE ARG B G B 4
EEREE)), a limited partnership established in the
PRC on December 16, 2024

Xiamen Hi-tech Innovation Angel Investment Co.,
Led. (EM BRI MEASECE A RAA]), a limited
liability company established in the PRC on March 11,
2013

Xiamen Zhongnan Hongyuan Equity Investment Fund
Partnership (L.P.) (EM sl R E R e A Bk
(A FR4E%)), a limited partnership established in the PRC
on April 13, 2017

Xiamen Hongxing Equity Investment Partnership
(Limited Partnership) (J& M50 TRAERE S B EECER
%)), a limited partnership established in the PRC on
June 4, 2019

Xiamen Jushenghua Venture Capital Partnership (Limited
Partnership) (& MIEERHELZERES B LEEREGE)),
a limited partnership established in the PRC on

September 5, 2019
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DEFINITIONS

“Xiamen Spark”

“Xike Zhongheng”

’

“Xincheng Zhongchuang’

44%”

South China (Xiamen) Spark Venture Capital (J& [+ Fd
B KR ES B EEERAY)), a limited partnership
established in the PRC on July 9, 2018

Xiamen Xike Zhongheng Investment Partnership
(Limited Partnership) (&M &R RERE G B AAEAR
%)), a limited partnership established in the PRC on
January 7, 2013

Xiamen Xincheng Zhongchuang Investment Partnership
Enterprise (Limited Partnership) (J& 1.8 BUR BT E 5 5%
PEEBRAE)), a limited partnership established in the
PRC on July 24, 2017

per cent
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain technical terms used in this Document
in connection with us and our business. These may not correspond to standard industry

definitions and may not be comparable to similarly terms adopted by other companies.

“B PD”

“CAGR”

“CIM system”

“CVD”

“DC-DC converters”

“dOping”

“EAP”

“epitaxial foundry”

“epitaxial growth”

basal plane dislocation, a type of crystal defect in SiC and
other semiconductor materials, where a slip or disruption
occurs along the basal plane of the crystal structure,
creating a localized region of structural imperfection

compound annual growth rate

computer integrated manufacturing system, a system
used to integrate and control the entire production

process

chemical vapor deposition, a process in which gaseous
chemicals react on a heated wafer surface to form solid
film

an electronic circuit that converts a source of direct
current (DC) from one voltage level to another

the intentional introduction of impurities into the
semiconductor material to modify its electrical properties

equipment automation program system, acts as the
interface between manufacturing systems (MES) and
production equipment (such as CVD reactors), ensuring
precise and automated wafer processing

An epitaxial foundry is a company that specializes in
manufacturing epitaxial wafers and providing epitaxial
wafer growth services for external customers, which does
not include those who produce epitaxial wafers for
large-scale self-use

a process of crystal growth or material deposition where
new crystalline layers are formed with well-defined
orientations on a substrate enhancing the performance of
semiconductor devices
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GLOSSARY OF TECHNICAL TERMS

“ERP system” enterprise resource planning system, a system that
organizations use to manage and integrate various
business processes

“ESS” energy storage system, which stores energy for use at a
later time, helping to balance supply and demand in
energy systems

“EV” electric vehicle, a type of vehicle that is powered entirely
or partially by electricity

“FDC” fault detection and classification, a critical real-time
monitoring and analytics platform that tracks equipment
sensor data (such as temperature, pressure, radio
frequency power) to detect process deviations, classify
fault types, preventing wafer scrap and improving yield

“foundry” a manufacturer specializing in the production and
manufacture of chips in the field of integrated circuits

“frequency” the rate at which a power electronic device, such as a
switch or rectifier, operates. It is a crucial factor
influencing the performance and efficiency of power

systems

“IATF16949” international technical specification of automotive
industry quality management system, which is prepared
by International Automotive Task Force (IATF)

“inch” the standard unit of measurement used to denote the
diameter of substrates. In the semiconductor industry, the
common sizes for substrates include 3-inch (76.2mm),
4-inch (100mm), 6-inch (150mm) and 8-inch (200mm)

“integrated circuit” integrated circuit, a small unit or package which is made
as a single indivisible structure (such as a chip) and is
electrically equivalent to a conventional circuit of many

separate components

“inverter” a power electronic device that converts direct current
electricity into alternating current electricity
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GLOSSARY OF TECHNICAL TERMS

“maximum available production

capacity”

“MES”

“OBC”

“PMS”

“power density”

“power device(s)”

ER]

“production capacity

“RMS”

“R&D”

acsic”

“SiC epitaxial wafer”

the maximum available operational capacity of
manufacturing equipment calculated based on the
maximum hourly capacity and working hours in a given
year. The maximum available production capacity is
subject to the timing of completion of installation and
tuning of each piece of our reactors in that year

manufacturing execution system, a system used in
manufacturing to track and document the transformation

of raw materials to finished goods

on board charger, a power electronics device on EVs,
which converts alternating current (AC) power from
external sources, such as residential outlets, into DC
power to charge the vehicle’s battery pack

predictive maintenance system, a system that uses time
series historical and failure data to predict the future
potential health of equipment and anticipate problems in
advance

the amount of power processed per unit volume or unit
area

a type of semiconductor component that is used as a
switch or rectifier in power electronics, and serves as the
core component of power supplies

the theoretical output of manufacturing equipment under
optimal conditions

recipe management system, a system used to manage the
relationships and processes related to production recipes

research and development

silicon carbide, a compound semiconductor made of
silicon and carbon, known for its high thermal
conductivity, wide bandgap, and exceptional hardness

a silicon carbide (SiC) wafer that has been produced
using an epitaxial growth process. In this process, a thin
layer of SiC is deposited on a substrate, typically made of
the same material (SiC)
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GLOSSARY OF TECHNICAL TERMS

“SpC” statistical process control

“sq.m.” square meter(s)

“substrate” a semiconductor material used to support the epilayer
“wafer” a thin slice of semiconductor material, used in the

manufacture of integrated circuits and other
microelectronic devices

“WMS” warehouse management system, a system used to manage
and control daily warehouse operations

“4H-SiC” specific polytype of silicon carbide (SiC) characterized
by its hexagonal crystal structure. The “4H” designation
indicates that the crystal structure has four Si-C bilayers
in a specific repeating sequence, which gives it distinct
electrical, thermal, and mechanical properties
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FORWARD-LOOKING STATEMENTS

We have included in this Document forward-looking statements. Statements that are not
historical facts, including but not limited to statements about our intentions, beliefs,
expectations or predictions for the future, are forward-looking statements. When used in this

t2)

Document, the words “aim”, “anticipate”, “believe”, “could”, “expect”, “going forward”,

“intend”, “ought to”, “project”, “seek”, “should”, “will”, “would”, “vision”, “aspire”, “target”,
“schedule”, and the negative of these words and other similar expressions, as they relate to us
or our management, are intended to identify forward-looking statements. Such statements
reflect the current views of our management with respect to future events, operations, liquidity
and capital resources, some of which may not materialize or may change. These statements are
subject to certain risks, uncertainties and assumptions, including the risk factors as described
in this Document, some of which are beyond our control and 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.
You are strongly cautioned that reliance on any forward-looking statements involves known
and unknown risks and uncertainties. The risks and uncertainties facing us which could affect
the accuracy of forward-looking statements include, but are not limited to, the following:

. our operations and business prospects;

. our ability to maintain relationship with, and the actions and developments

affecting, our customers and suppliers;

o future developments, trends and conditions in the industries and markets in which

we operate or plan to operate;

. general economic, political and business conditions in the markets in which we
operate;

. changes to the regulatory environment in the industries and markets in which we
operate;

. our ability to maintain our market position;

. the actions and developments of our competitors;

. our ability to effectively contain costs and optimize pricing;

. the ability of third parties to perform in accordance with contractual terms and
specifications;
. our ability to retain senior management and key personnel and recruit qualified staff;

. our business strategies and plans to achieve these strategies;
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FORWARD-LOOKING STATEMENTS

. the effectiveness of our quality control systems;

. change or volatility in interest rates, foreign exchange rates, [REDACTED],
commodity prices and overall market trends; including those pertaining to the PRC
and the industry and markets in which we operate; and

. capital market developments.

By their nature, certain disclosures relating to these and other risks are only estimates and
should one or more of these uncertainties or risks, among others, materialize, actual results
may vary materially from those estimated, anticipated or projected, as well as from historical
results. Specifically but without limitation, sales could decrease, costs could increase, capital
costs could increase, capital investment could be delayed and anticipated improvements in
performance might not be fully realized.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
or undertake no obligation to update or otherwise revise the forward-looking statements in this
Document, whether as a result of new information, future events or otherwise. As a result of
these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this Document might not occur in the way we expect or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements in this Document are qualified by reference to the cautionary
statements in this section as well as the risks and uncertainties discussed in the section headed
“Risk Factors.”

In this Document, statements of or references to our intentions or those of our Directors

were made as of the date of this Document. Any such information may change in light of future

developments.

—39 _



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

RISK FACTORS

An [REDACTED] in our H Shares involves significant risks. You should carefully
consider all of the information in this Document, including the risks and uncertainties
described below, as well as our financial statements and the related notes, and the
“Financial Information” section, before deciding to [REDACTED] in our H 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,
results of operations and growth prospects. In any such case, the [REDACTED] of our
H Shares could decline, and you may lose all or part of your [REDACTED]. In any such
an event, the [REDACTED] of our H Shares could decline, and you may lose all or part
of your [REDACTED]. Additional risks and uncertainties not presently known to us or
that we currently deem immaterial may also impair our business operations.

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
“Forward-looking Statements” in this Document.

Risks Related to Our Business and Industry

Our business growth and prospects are affected by our ability to continuously innovate
and upgrade our technologies and production processes and to penetrate new markets.

Our future success significantly depends on our ability to continue to innovate and
upgrade our technologies and production processes. Product design, development, innovation
and upgrade is often a complex, time-consuming and costly process involving significant
investment in R&D with no assurance of return on investment. The technological advancement
in the downstream industries has been accelerating continuously, and the downstream market
is constantly proposing higher requirements and demands for upgraded technologies and
processes. There can be no assurance that we will be able to develop and introduce new and
upgraded products in a timely or efficient manner or that new and upgraded products, if
developed, will achieve market acceptance and generate sufficient revenue to offset costs
incurred for such development and further achieve profitability. Failure to timely innovate and
upgrade our technologies and production processes could materially delay our development of
new and enhanced products, which could result in loss of competitiveness and market share.

Our growth is also dependent on the ability of us to identify and penetrate new markets
where we have limited experience yet require significant investments, resources and
technological advancements in order to compete effectively. Our success in these markets is
subject to a number of factors such as marketing and selling efforts, competitiveness of our
existing and new products, customer preference and acceptance of our products and end
products in which our products are used, and competitive landscape. There can be no assurance
that we will achieve success in these markets and that the markets we serve and/or target based
on our business strategy will grow in the future.
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We face substantial competition.

We expect that the competition among providers of different SiC epitaxial wafer products
may increase in the future and we face intense technological and pricing competition in the
markets in which we operate. The introduction of new products, technologies and production
processes by our competitors, the market acceptance of products based on our new or
alternative technologies and production processes, or our failure to anticipate or timely develop
new or enhanced products, technologies or production processes in response to changing
market demand, whether due to technological shifts or otherwise, could result in a decrease of
customers and reduced competitiveness. Certain competitors that possess more sufficient
financial, technical and management resources to develop and market products may compete
favorably against our products, and business integration among our competitors may allow
them to compete more effectively. In the event that we are unable to overcome pricing pressure
or achieve cost efficiencies, or match the technological, product, support or manufacturing
advancements of our competitors, we may lose our current market share and experience
decreases in sales volume, thereby adversely affecting our business, financial condition and
results of operations.

The price of our products and our profit margin may be materially and adversely affected
as the overall production capacity continues to increase in the future.

The global SiC epitaxial wafer industry is experiencing significant capacity expansion,
coupled with rapid technology advancements. The selling price of our epitaxial wafer products
may be adversely affected by the increasing production capacity and there is a downward trend
in the selling price of our epitaxial wafer products. We cannot predict that if the production
capacity of epitaxial wafer products will continue to grow rapidly in China and worldwide and
to what extent that the technological development may reduce costs of production and
accelerate the capacity expansion. In the event that the supply of epitaxial wafer products far
exceeds the demand for such products, we may experience price reduction, which could
adversely affect our profitability and results of operations.

Our performance is subject to the development and condition of our downstream
industries that adopt our products. Any slowdown in the growth of these downstream
industries could adversely affect our business, financial condition and results of
operations.

Our performance is subject to the fluctuations of demands from downstream industries.
Our SiC epitaxial wafer products are primarily offered to downstream customers operating
across various industries, including EVs, ultrafast charging stations, ESS, power supply, and
data centers. Demand for our products largely depends on growth within the markets for the
end products, which is impacted by factors beyond our control. These factors include, among
others:

. a decline in demand for, or negative perception of, or publicity about, products of
downstream industries;
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o a downturn in general economic conditions in the PRC and worldwide;

. regulatory restrictions, trade disputes, industry-specific quotas, tariffs, non-tariff
barriers and taxes that may have the effect of limiting exports of the downstream
industries from the PRC;

. the inability of our customers to dedicate necessary resources to promote and
commercialize their products;

. the inability of our customers to adapt to changing technological demands;

. the failure of our customers’ end products in which our products are used to meet

evolving industry requirements or achieve market acceptance;

. delays and project cancellations as a result of design flaws in the products developed
by our customers;

. increased costs associated with potential disruptions to our customers’ supply chain
and other manufacturing and production operations;

. the deterioration of our customers’ financial condition; and

. the effects of catastrophic and other disruptive events at our customers’ offices or
facilities including natural disasters, telecommunications failures, cyber-attacks,
terrorist attacks, pandemics, epidemics or other outbreaks of infectious disease,
breaches of security or loss of critical data.

In the event that any of the above events occur, the end product markets may not maintain
robust growth and the demand for our products may be reduced. Therefore, our business,
financial condition, results of operations and prospects could be materially and adversely
affected.

A fluctuation in prices of raw materials or shortage in supply may disrupt our supply
chain, increase our production costs, delay deliveries of our products to customers and
affect our market price, which would further affect our business, financial condition and
results of operations.

We depend on our suppliers to provide a variety of materials necessary for the
manufacturing of our SiC epitaxial wafers including conductive SiC substrates and other
accessory materials such as graphite components, chemicals, packaging materials and special
gases. In particular, a fluctuation in raw material costs may disrupt our supply chain and
increase our production costs. Our raw material costs amounted to RMB180.0 million,
RMB495.0 million and RMB411.3 million, respectively, in 2022, 2023 and 2024, representing
for 73.9%, 71.0% and 64.1% respectively, of our total cost of sales in the same periods. In case
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of material changes in raw material costs, we may need to consider adjusting our pricing policy
for our products, which could affect the sales volume of such products, thereby materially and
adversely affecting our operational performance and financial condition.

Our production volume and production costs depend on our ability to source key raw
materials at competitive prices. However, the raw materials we use are subject to price
volatility caused by external factors, such as commodity price fluctuations, changes in supply
and demand, logistics and processing costs, our bargaining power with suppliers, inflation and
governmental regulations and policies. Any fluctuation in prices of raw materials or shortage
or delay in the supply of our raw materials could result in occasional price adjustments of our
products or cause delays in our production and delivery to customers. We cannot guarantee we
will not in the future experience price fluctuations and supply shortages of raw materials. In
such event, we may be required to seek alternate sources of supply and there is no guarantee
that we will be able to find alternate sources of supply in a timely manner and with reasonable
price, or at all. If we are unable to keep up with demand for our products due to the failure to
supply the raw materials we need, our customers may reduce, delay or cancel their orders and
our business could be adversely affected.

Any material adverse change to the operation, financial performance or financial
condition of our major suppliers may result in material adverse impact on their business
relationship with us.

We primarily purchase raw materials from raw material production companies, and
equipment and machinery from equipment supply companies. During the Track Record Period,
we made purchases primarily from a limited number of our key strategic suppliers. In
particular, purchases from our five largest suppliers for the years ended December 31, 2022,
2023 and 2024 amounted to RMB430.3 million, RMB1,342.8 million and RMB377.5 million,
respectively, accounting for 65.4%, 72.1%, and 83.3%, respectively, of our total purchases
during the same years. See “Business — Procurement and Supply Chain Management — Top
Five Suppliers.”

Our reliance on these major suppliers subjects us to the concentration and counterparty
risk from these suppliers. We cannot assure you that we will be able to maintain relationships
with our major suppliers in the future. Any decrease in purchases from, or loss of, one or more
of our major suppliers would have negative impacts on our results of operations and financial
condition. Moreover, we cannot guarantee that our major suppliers will not have a change of
business scope or business model or will continue to maintain their market position and
reputation. Any material adverse change to the operation, financial performance or financial
condition of our major suppliers may result in material adverse impact on their business with
us. For example, if our major suppliers cease to sell their products, or if the supply is disrupted
or delayed, there can be no assurance that we will be able to find new suppliers with similar
supply capacity on comparable commercial terms within a reasonable period of time, or at all.
Should any of these occur, our business, financial condition, results of operations and
profitability may be adversely affected.

_43 —



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

RISK FACTORS

Our business, financial condition and results of operations may be materially and
adversely affected by geopolitical tensions, international trade policies, international
export controls and economic sanctions.

International trade frictions have been escalating continuously in recent years. Certain
foreign jurisdictions have imposed or may impose export controls, economic sanctions or other
trade-related measures in various forms, such as heavy tariffs or harsh trade conditions, against
certain countries, individuals and legal entities, which, from time to time, prohibit or restrict
export and import activities to a certain extent. The United States and other jurisdictions or
organization, including the European Union, the United Nations, the United Kingdom and
Australia, have, through executive order, passing of legislation or other governmental means,
implemented measures that impose economic sanctions against such countries or against
targeted industry sectors, groups of companies or persons, and/or organization within such
countries.

International trade policies and international export controls and economic sanctions laws
and regulations are constantly evolving, and new persons and entities are regularly added to the
list of Sanctioned Targets. Further, new requirements or restrictions could come into effect
which might increase the scrutiny on our business or result in one or more of our business
activities being deemed to have violated sanctions. We cannot provide any assurance that our
future business will be free of sanctions risk, or our business will conform to the expectations
and requirements of the authorities of U.S. or any other jurisdictions. On August 9, 2023, the
Biden administration released an executive order and an advanced notice of proposed
rule-making (the “ANPRM”) providing a conceptual framework for outbound investment
controls focused on China, including Hong Kong and Macau. Further to this ANPRM, on
June 21, 2024, the U.S. Department of the Treasury issued a proposed rule on outbound U.S.
investments involving China that generally follows the ANPRM. On October 28, 2024, the U.S.
Department of the Treasury issued a final rule to implement the executive order of August 9,
2023 (the “Final Rule”). The Final Rule is effective on January 2, 2025. The Final Rule
imposes investment prohibition and notification requirements on U.S. Persons for a wide range
of investments in entities associated with China (including Hong Kong and Macau) that are
engaged in activities relating to three sectors: (i) semiconductors and microelectronics, (ii)
quantum information technologies, and (iii) artificial intelligence systems, collectively defined
as “Covered Foreign Persons.” U.S. persons subject to the Final Rule are prohibited from
making, or required to report, certain investments in Covered Foreign Persons, which are
defined as “covered transactions,” and include acquisitions of equity interests that are not yet
offer, certain debt financing, joint ventures, and certain investments as a limited partner in a
non-U.S. person pooled investment fund. The Final Rule excludes some investments from the
scope of covered transactions, including those in publicly traded securities. The Final Rule is
aimed at exerting greater U.S. government oversight over U.S. direct and indirect investments
involving China, and may introduce new hurdles and uncertainties for cross-border
collaborations, investments, and funding opportunities of China-based issuers including us. As
advised by a legal adviser engaged by us in connection with the foregoing matters, we do not
believe we would be defined as a Covered Foreign Person under the Final Rule, because we

do not engage in a “covered activity” (as defined in the Final Rule) or otherwise meet the
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definition of Covered Foreign Persons provided in the Final Rule. However, there is no
assurance that the U.S. Department of the Treasury will take the same view as ours. If we were
to be deemed a “covered foreign person,” and if U.S. persons engaged in a “covered
transaction” (each as defined under the Final Rule) that involves the acquisition of our equity
interests, such U.S. persons may need to make a notification pursuant to the Final Rule. In
addition, even though U.S. persons’ acquisitions of certain offer securities (such as our H
shares) will be exempted from the scope of covered transactions under the Final Rule, the Final
Rule could still limit our ability to raise capital or contingent equity capital from U.S. investors
after this [REDACTED] given that relevant laws, regulations, and policies continue to evolve
and we cannot rule out the possibility of being deemed a Covered Foreign Person in the future
due to different views taken by the U.S. Department of the Treasury, potential amendments to
the Final Rule or the introduction of similar regulations such as draft Comprehensive Outbound
Investment National Security Act of 2024. If our ability to raise such capital is significantly
and negatively affected, it could be detrimental to our business, financial condition and
prospects.

We are subject to the risks associated with sanctions and export controls laws and
regulations, international trade policies, and developing domestic and foreign laws and
regulations, and our business, financial condition and results of operations could be
adversely affected.

Our operations may be negatively affected by trade policies, sanctions and export controls
regulations administered by the government authorities in the countries in and with which we
operate, including, but not limited to, regulation of economic and labor conditions, increased
duties, taxes and other costs. In addition to trade policy measures, the United States and certain
other governments have imposed sanctions and export controls measures that directly or
indirectly affect China-based technology companies. These types of laws and regulations may
be subject to frequent changes, and their implementation, interpretation and enforcement
involve substantial uncertainties, which may be heightened by potential national security
concerns or other factors that are out of our control. Similar or more expansive restrictions may
be imposed by different jurisdictions in the future. We will need to maintain heightened
internal control and risk management policies to ensure sound compliance with such
restrictions, which requires significant resources and efforts. Furthermore, such potential
restrictions may materially and adversely affect our and our partners’ abilities to acquire
technologies, systems, devices or components that may be critical to business operations. Any
of these developments could affect us, our customers and/or suppliers or economic conditions
generally, any of which could adversely affect our business and financial condition.

_ 45—



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

RISK FACTORS

Likewise, potential national security and foreign policy concerns may prompt
governments to impose trade or other restrictions, which could make it more difficult to sell
our products in, or restrict our access to, certain markets. In this regard, various trade, export
controls, and economic sanctions laws and regulations may affect our businesses. For instance,
in recent years, the United States has expanded sanctions and export controls restrictions on
China through the Export Administration Regulations (the “EAR”), administered by the
Bureau of Industry and Security of the United States Department of Commerce (the “BIS”). In
addition to the United States, Japan, the Netherlands and various other governments are also
imposing controls, licensing requirements and restrictions applicable to exports to China.
These types of restrictions could impact our ability to supply customers of affected countries,
territories and entities and could restrict our ability to obtain components and technologies we
incorporate in or use to develop our products. Moreover, in August 2022, the United States
enacted the Creating Helpful Incentives to Produce Semiconductors and Science Act of 2022
(the “CHIPS Act”). The CHIPS Act aims to strengthen U.S. domestic semiconductor
manufacturing, design and research, fortify the economy and national security, and to help the
United States compete economically against China.

With respect to U.S. export controls, in October 2022, BIS issued an interim final rule
(the “BIS October 2022 IFR”) aimed at restricting China’s ability to obtain advanced
computing integrated circuits, develop and maintain supercomputers, and manufacture
advanced semiconductors. In October 2023, BIS issued another interim final rule (the “BIS
October 2023 IFR”) that updated and expanded U.S. export controls imposed by the BIS
October 2022 IFR (collectively, the “BIS 2022/23 IFRs”). Among other measures, the BIS
2022/23 TFRs add to the Commerce Control List (which is a list of commodities, software, and
technologies that are subject to the EAR’s more restrictive controls) certain advanced and
high-performance computing integrated circuits and computer commodities that contain these
integrated circuits, and impose new or expanded license requirements for items subject to the
EAR destined for an end-use in the development or production of supercomputers, certain
types of advanced node integrated circuits and advanced, or semiconductor manufacturing
equipment in certain jurisdictions, including China.

In addition to the restrictions introduced by the BIS 2022/23 IFRs, BIS maintains lists of
persons that are subject to enhanced export control restrictions. One such list, the Entity List,
includes a list of foreign persons on which certain trade restrictions are imposed, including
business, research institutions, government and private organizations, individuals and other
types of legal persons. The United States in recent years has placed an increasing number of
entities, including a number of entities in China, on the Entity List and other restricted or
prohibited parties lists. Given the sudden and unpredictable nature of these determinations, it
is difficult to predict developments in this area and we have no ability to influence such
determinations.
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We believe that the EAR, including the BIS 2023/23 IFRs, have not meaningfully
impacted our ability to obtain the semiconductors and other technology that we incorporate
into our products or that we otherwise use in our business, or our ability to make sales to either
our current customers or prospective customers that we expect to sell to as we expand our
business. However, as the Entity List and other sanctions and export controls laws and
regulations continue to expand and evolve, future sanctions and export controls may materially
affect or target some of our significant customers or suppliers, raw materials or key
components or technologies necessary for our operations, in which event our business may be
affected if we fail to promptly secure alternative customers or sources of supply on terms
acceptable to us. These export controls could adversely affect us and/or our supply chain,
business partners, or customers, and our business, financial condition, and results of operations
may be significantly affected by the continued international trade and political tensions.

If new sanctions and export controls measures were to include a complete or more
restrictive ban on products sales to certain entities, it could impact not only our ability to
continue supplying our products to affected customers, but could also negatively affect our
customers’ demand for our products, and could even lead to changes in supply chains of our
products, to the extent they involve the use of items subject to the EAR or other applicable
regulations. As our products become more technologically advanced, there is also a greater
likelihood of sanctions and export controls regulations restricting our ability to obtain the
components or technologies necessary to produce them or otherwise to export or transfer our
products. Even if our products are not directly targeted by these types of sanctions and export
controls, we may nonetheless face higher costs and expenses in our supply chain due to new
sanctions and export controls measures as our customers and business partners may be
negatively affected by sanctions and export controls measures directed at China.

Moreover, in response to Russia’s conflict with Ukraine, the United States, the European
Union, and various other jurisdictions have imposed far-reaching sanctions and export controls
restrictions on Russia and many Russian entities and individuals such that sales to or other
business in Russia or with such restricted entities or individuals are subject to heightened
regulatory risks. These measures, as well as other economic and trade sanctions measures
maintained by the United States, the European Union, and other jurisdictions, may prohibit or
restrict our ability to, directly or indirectly, conduct activities or dealings in or with certain
targeted countries and territories or involving certain targeted persons, or otherwise affect our
business. New measures imposed by the United States, the European Union, or others could
restrict certain of our operations and adversely affect our business, results of operations, and
financial condition. Although we take steps to comply with applicable laws and regulations,
our failure to successfully comply with applicable sanctions or export controls rules may
expose us to negative legal and business consequences, including civil or criminal penalties,
the loss of access to controlled technologies, and government investigations.
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If we are unable to offer high-quality products, it may reduce the market adoption of our
products, damage our reputation or expose us to product liability and other claims.

Our customers generally have stringent requirements for quality, performance and
reliability that our products must meet. Due to the complex product development and
production process, we cannot ensure that our products do not contain undetected defects or
failures. If our products have defects or fail to meet customers’ quality requirements, we may
need to bear corresponding compensation liabilities and may suffer adverse impacts on our
business performance and financial conditions. We could experience lost revenue, increased
costs, including warranty expenses and costs associated with after-sales services, cancellations
or rescheduling of orders or shipments, and product returns or discounts. They may also result
in claims against us by our customers or others, and subject us to liabilities and damages. Our
reputation or brand may be damaged, and our customers may be reluctant to buy our products,
which could adversely affect our ability to retain existing customers and attract new customers
and could adversely affect our business, financial condition and results of operations.

Our historical growth may not be indicative of our future growth, and we may not be able
to manage our growth or execute our business strategies effectively.

We experienced fast growth in our revenue during the Track Record Period. In 2022, 2023
and 2024, our revenue was RMB440.7 million, RMB1,142.5 million and RMB974.3 million,
respectively. However, we cannot assure you that our future revenue will continue to increase
or that we will continue to be profitable. We anticipate that our cost of sales and operating
expenses will further increase in the foreseeable future as we continue to grow our business,
expand geographically, invest and innovate our technology infrastructure, and further broaden
our product and service offerings. Our revenue, expenses and profitability may vary from
period to period due to various factors beyond our control, including the general economic
growth, development of SiC epitaxial wafer industry, changes in laws, regulations and rules
applicable to us, the expansion and performances of our existing business, our ability to control
cost, competitive landscape and customer preference. Even if we recorded adjusted net profits
(non-IFRS measure) of RMB171.9 million, RMB378.1 million and RMB320.7 million,
respectively, for the years ended December 31, 2022, 2023 and 2024, we cannot assure you that
we may continue to achieve profitability in the future. Accordingly, [REDACTED] should not
rely on our historical results as an indication of our future financial or operating performance.

In addition, we plan to invest substantial financial, management and operational resources
to sustain our growth. However, we cannot assure you that we will be able to obtain these
resources consistently in the future. For instance, we may not be able to obtain additional
internal and external capital to support our business growth on commercially acceptable terms
or at all, or to retain and attract sufficient number of competent staff to support our business
development. In such event, we may not execute our business strategies and maintain our
growth.
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We may not grow our business as planned.

Our growth depends on a number of factors beyond our control. Any unexpected
circumstances could disrupt our business operations and divert our attention to original
business plans. Such unpredictability inherent in the business operation is common in our
industry. There is no assurance that we may grow our business as planned and become
profitable. Even if we realized profits in the past, there can be no assurance that we can
maintain profitability in subsequent periods. Our failure to become or remain profitable could
impair our ability to raise capital, expand our business and continue our operations, which may
adversely and materially affect our financial condition and results of operations.

Our business depends on reliable and adequate transportation provided by third parties.
Disruptions to the transportation could disrupt our deliveries and adversely affect our
business, financial condition and results of operations.

Our products are delivered through third-party service providers. We are unable to control
the process of transportation, and it may be disrupted by a number of factors, such as traffic
accidents, border control, natural disasters and bad weather conditions. If access to and from
our production bases are significantly damaged, cut off, suspended for repair or maintenance
for an extended period of time, the delivery of our products would be significantly affected,
and we may fail to deliver our products on time and breach our sales contracts. Any difficulties
experienced by us in transporting our products may reduce demand for our products and cause
our customers to select suppliers closer to their operations and who are able to supply products
with quality considerably similar to ours or to demand significant lower prices for our
products. Any such adverse development could have a material adverse effect on our business,
financial condition and results of operations.

A significant portion of our revenue was derived from our major customers in each year
comprising the Track Record Period. Any decrease in sales from, or loss of major
customers may have negative impacts on our results of operations.

Revenue contributed from our five largest customers accounted for 86.5%, 82.0% and
80.4% of our total revenue in 2022, 2023 and 2024, respectively, while the largest customer
contributed 56.0%, 53.8% and 40.4% of our total revenue, respectively, for the same years. See
“Business — Sales and Marketing — Customers — Top Five Customers.” There can be no
assurance that we will be able to develop new customers or maintain or increase collaboration
with our existing customers. Given the significant revenue contribution by our major
customers, any decrease in sales from, or loss of, one or more of our major customers may
harm our business, financial condition and results of operations.
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Any disruption to the operation of our production bases could restrict our ordinary
business operations and materially and adversely affect our financial condition and
results of operations.

As of the Latest Practicable Date, we had one production base in Xiamen. See “Business
— Production — Production Facilities.” The current and future operation of our production
bases may be disrupted by natural disasters, such as floods, earthquakes, typhoons, and other
events such as fires, mechanical breakdowns, telecommunications failures, loss of licenses,
certifications and permits, changes in governmental planning for the underlying land, and the
regulatory development, many of which are beyond our control. As our production process and
safety-critical operations require substantial amounts of electricity, therefore any power
outage, disruption or shortage in power supply could have a materially adverse impact on our
production.

As part of our production operations, we are engaged in certain inherently risky and
hazardous activities, including, among other things, use of special equipment and management
of special gases. Therefore, we are subject to risks associated with these activities, including
gas leakages, equipment failures, industrial accidents, fires and explosions. These accidents
can result in personal injuries and fatalities, damage to or destruction of properties or
production facilities, and pollution and other environmental damages. Any of these
consequences could disrupt the operation of our production bases and result in legal liability,
and thus materially and adversely affect our financial condition and results of operations.

Failure to successfully execute capacity expansion plans and our equipment maintenance
and upgrades or to effectively utilize our production bases may have a material adverse
effect on our business, financial condition and results of operations.

Our growth prospects and future profitability depend on, among other things, our ability
to upgrade the production capability and increase production capacity, either generally or with
respect to demand from customers for particular products. To successfully upgrade our
production capability and expand production capacity, we need to make cost-effective and
efficient upgrade and expansion plans, expand and construct new facilities, maintain and
purchase production equipment, and hire and train professionals necessary to operate such
facilities or equipment, all of which may be affected by several factors including, but not
limited to, the following:

. availability of working capital for constructing facilities or purchasing equipment;

. delays in completion of construction and shortages or delays in the delivery of
equipment;

. difficulties or delays which may arise in installing the equipment; and

. implementation of new production processes.
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We cannot guarantee that our upgrade or expansion plan, if implemented, will be
operationally or financially successful and substantiated by sufficient market demand for or
profit margin of our products. If we are unable to implement the upgrade or expansion plan
cost-effectively and efficiently, our business and profitability may be adversely affected.

In addition, if we do not receive sufficient orders from our customers to effectively utilize
our production bases, we may be subject to low utilization rates of production capacity or
over-capacity for our production bases, which may hurt our profitability and results of
operations. Furthermore, if market demand declines in the future, we may not be able to recoup
the costs incurred for construction of any new production bases or expansion of any existing
facilities and maintenance of expanded production capacity. Further, our Company has entered,
and may in the future enter, into agreements for our expansion plans. Any delay or cancellation
of our expansion plan or any failure to fulfill related commitments could also subject us to
penalties or disputes with various counterparties. As a result, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

Our business depends on our ability to protect our proprietary know-how and intellectual
property rights.

We rely primarily on a combination of our patents, trade secrets, trademarks, the
confidentiality agreements signed by the employees, and confidentiality agreements signed
with third parties to protect our intellectual property rights. There is no assurance that we are
able to successfully apply and be granted new intellectual property rights in a timely and
cost-effective manner in the future, as such applications are expensive and time consuming.
See “Business — Intellectual Property.” In addition, our trade secrets may be leaked or
otherwise become available to, or be independently discovered by, our competitors.
Unauthorized parties may be able to obtain and use information that we regard as proprietary.
Under such circumstances, to protect our intellectual property rights and maintain our
competitive advantages, we may initiate legal proceedings against parties who we believe are
infringing our intellectual property rights. Legal proceedings are often costly and may divert
management attention and resources away from our business. In certain situations, we may
have to initiate such legal proceedings in foreign jurisdictions, in which case we are subject to
additional risks related to the result of the proceedings, the amount of damages that we can
recover, and the enforcement process. Accordingly, we may not be able to effectively protect
or enforce our intellectual property rights in all relevant jurisdictions, which may have a
material adverse effect on our business, financial condition and results of operations.

We also seek to protect our proprietary technology, including technology that may not be
patented or patentable, in part by confidentiality agreements and, if applicable, inventors’
rights agreements with our collaborators, advisors, employees and consultants. We cannot
assure you that these agreements will always be entered into or will not be breached or that we
will have adequate remedies for any breach.
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We may fail to maintain and predict inventory levels in line with demand for our
products, which could cause us to face the risk of obsolescence for our inventories.

Our inventories consist of raw materials, work-in-progress and finished goods. We have
taken measures to optimize our inventory level and conduct regular inventory check to reduce
the risk of inventory obsolescence. See “Business — Procurement and Supply Chain
Management — Supply Chain and Inventory Management.” As of December 31, 2022, 2023
and 2024, we had inventories of RMB91.4 million, RMB351.1 million and RMB247.6 million,
respectively. We provided provision against inventories by estimating the net realizable value
based on the estimated selling price of such inventories in the ordinary course of business. We
made provision for inventories as our inventories may be damaged, obsolete in whole or in
part, or the net realizable value of inventories is lower than their cost, resulting in failure to
recover the cost of inventories. For the same periods, our inventory turnover days were 106
days, 116 days and 170 days, respectively. See “Financial Information — Discussion of
Selected Items from the Consolidated Balance Sheets — Assets — Inventories.”

We primarily adopt a production volume-based procurement model, and reserve raw
materials as appropriate. However, we cannot guarantee that we will be able to maintain proper
inventory levels for our raw materials, work-in-progress and finished goods. We maintain our
inventory levels based on our internal forecasts of customers’ demand. If our forecast demand
is higher than actual demand, we may be exposed to increased inventory risks due to the
accumulation of excess inventory of our raw materials, work-in-progress or finished goods.
Excess inventory levels may increase our inventory holding costs, risk of inventory
obsolescence or write-offs. Therefore, our business, financial condition and results of
operations may be materially and adversely affected.

Our business depends substantially on the continued services and efforts of our
experienced management and research and development personnel, and our operations
may be severely disrupted if we lost their service.

Our future performance depends on the service and contribution of our experienced
management to oversee and execute our business plans, identify and pursue new opportunities
and product innovations. We also rely on our experienced management team to ensure smooth
business operations, including maintenance of customers and supplier relationships, and
management of our operations. Any loss of service of our management can significantly delay
or prevent us from achieving our strategic business objectives, and adversely affect our
business, financial condition and results of operations. From time to time, there may be
changes in our management team, resulting from the hiring or departure of executives, which
could also disrupt our business. Hiring suitable replacements and integrating them into our
existing teams also require a significant amount of time, training and resources, and may
impact our existing corporate culture.
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Additionally, competition for highly skilled personnel is often intense, and we may incur
significant costs to attract and retain highly skilled personnel in our research and development
team. A stable and experienced R&D team is crucial for our product development,
technological innovation, production efficiency and product quality improvement. Our future
success depends, to a significant extent, on our ability to attract, train and retain qualified
personnel, particularly skilled engineers with expertise in the R&D and production of SiC
epitaxial wafers. However, we cannot assure you that we will be able to develop or retain
qualified staff or other highly skilled employees that we need in order to achieve our strategic
objectives.

Our brand is integral to our success. If we fail to effectively maintain, promote and
enhance our brand, our business and competitive advantage may be harmed.

We believe that maintaining, promoting and enhancing our brand is critical to maintaining
and expanding our business. Maintaining, promoting and enhancing our brand depends largely
on our ability to continue to provide high quality products, which we cannot assure you we will
do successfully in the future. Any issue caused by quality, performance, reliability and stability
of our products as well as pricing may harm our reputation and brand. It is possible that our
new products may not be recognized by our downstream customers. Additionally, if our
downstream customers have negative experience using our products, such an encounter may

affect our brand and reputation within the industry.

The successful promotion of our brand will also depend on the effectiveness of our
marketing efforts. We incurred marketing expenses in the past and may continue to allocate
resources on marketing. We cannot guarantee that our marketing efforts will be successful, or
that they will yield significant benefits that justify the costs. Any such failure may result in our
declining market recognition and position, and adversely affect our business, financial
condition and results of operations.

Our SiC epitaxial wafer products may be subject to warranty, indemnity and/or product
liability claims, which could result in significant costs and damage to our business,
reputation and downstream customer relationships, market acceptance of our products,
financial condition, results of operations and prospects.

SiC epitaxial wafer products are highly complex and may contain defects that affect their
quality or performance. If any of our products contain defects, we may be required to incur
additional development and remediation costs pursuant to warranty and indemnification
provisions in our contracts and purchase orders, which may divert our technical and other
resources from other product development efforts. Our downstream customers and any third
party that use our products may bring claims against us for indemnification and damages
resulting from the defects of our products, which may be significant in certain cases. Any
product liability claim, whether or not determined in our favor, could result in significant
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expense, divert the efforts of our technical and management personnel, and harm our business.
In addition, if any of our products contain defects, or have reliability, quality or compatibility
problems not capable of being resolved, our reputation may be harmed, which could adversely
affect our operating results.

If we fail to develop new products that address customer preferences and achieve market
acceptance in a timely and cost-effective manner, our results of operations could be
adversely affected.

Our products are primarily based on the SiC epitaxial wafer technologies, and our future
success depends on the successful expansion of our SiC epitaxial wafer product portfolio and
customer base. Our customers are constantly seeking new products with more features and
functionality at lower cost, and our success relies heavily on our ability to continue to develop
and provide our customers with new and innovative products and improvements of existing
products. In order to gain market share and remain at the forefront of the SiC epitaxial wafer
industry, we must constantly introduce new and innovative products and respond to new and
evolving customer demands.

The success of a new product depends on a variety of specific implementation factors,
including:

. timely development of new technologies and adaption to changes in existing
technologies;

. timely and cost-effective processing and mass production to accommodate new
product designs, while ensuring functionality, performance and reliability;

. effective marketing, sales and services to gain market share; and

. strong and sustainable market demand.

Product design, development, innovation and iteration is often a complex, time-
consuming and costly process involving significant investment in R&D with no assurance of
return on investment. In 2022, 2023 and 2024, we had R&D expenses of RMB43.8 million,
RMBI101.8 million and RMB80.0 million, respectively. The SiC epitaxial wafer industry is
highly competitive, characterized by rapidly changing technologies and technological
obsolescence. We may invest significant resources in R&D activities and incur significant
R&D expenses in the future to achieve technological breakthroughs, as well as maintain our
technological leadership and the competitiveness of our products and solutions. There can be
no assurance that we will be able to develop and introduce new and enhanced products in a
timely or efficient manner or that we will continue to achieve technological breakthroughs and
successfully commercialize such breakthroughs through our R&D activities. Failure to timely
develop new technologies or to react quickly to changes in existing technologies could
materially delay our development of new and enhanced products, which could result in product
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obsolescence, decreased revenue, and/or a loss of market share to competitors. Our investments
in R&D activities may not generate sufficient revenue to offset liabilities assumed and
expenses associated with these investments.

Security breaches and other disruptions could compromise our confidential and
proprietary information, which could cause our business and reputation to suffer.

We collect and process data primarily related to the transactions with our enterprise
customers. See “Business — Data Privacy and Information Technology Systems.” The secure
maintenance of such information is critical. Despite our security measures, our information
technology and infrastructure may be vulnerable to breaches by hackers, employee error,
malfeasance or other disruptions such as natural disasters, power outage or telecommunication
failures. Any such breach could compromise our networks, and the confidential and proprietary
information stored therein, possibly resulting in legal and regulatory actions, disruption of
operations and customer services, and otherwise harming our business, reputation and future
operations.

We may be exposed to credit risk arising from our trade receivables. Failure to collect our
trade receivables in a timely manner or at all could have a material and adverse impact
on our business, financial condition, liquidity and prospects.

During the Track Record Period, our trade receivables primarily represent receivables
from customers for sales of SiC epitaxial wafer products. As of December 31, 2022, 2023 and
2024, our trade and bills receivables amounted to RMB106.8 million, RMB78.7 million and
RMB129.6 million, respectively. The credit period granted to our customers was generally 30
days to 90 days from the date of billing. We generally recovered trade receivables within four
months. See “Financial Information — Discussion of Selected Items from the Consolidated
Balance Sheets — Assets — Trade and Bills Receivables” in this Document.

We cannot assure you that we will be able to collect all or any of our trade receivables
on time, or at all. Our customers may face unexpected circumstance. For example, our trade
and bills receivables turnover days increased from 29.6 days in 2023 to 39.0 days in 2024
attributable to the delay in payment by certain customers due to their worsened operational
performance. As a result, we may not be able to receive such customers’ payment of
outstanding debts in full, or at all, and may be exposed to credit risk. The occurrence of such
event would materially and adversely affect our financial condition and results of operations.
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Fluctuations in foreign currencies may adversely affect our business, financial condition
and results of operations.

The exchange rate of Renminbi against the Hong Kong dollar, U.S. dollar and other
foreign currencies fluctuates and is affected by, among other things, changes in international
political and economic conditions, as well as supply and demand in the local market. There is
no assurance that, under a certain exchange rate, we will have sufficient foreign exchange to
meet our foreign exchange requirements and obligations. It is difficult to predict how market
forces or government policies may impact the exchange rate between Renminbi and the Hong

Kong dollar, U.S. dollar or other currencies in the future.

As a substantial portion of our revenue derived from overseas markets during the Track
Record Period and our overseas sales were typically settled in U.S. dollar, any appreciation of
the Renminbi may result in a decrease in the value of U.S. dollar amount, which may adversely
affect our financial condition.

Furthermore, the [REDACTED] from the [REDACTED] will be received in Hong Kong
dollars. As a result, any appreciation of Renminbi against the Hong Kong dollar or any other
foreign currency may result in a decrease in the value of our [REDACTED] from the
[REDACTED]. Conversely, any depreciation of the Renminbi may adversely affect the value
of, and any dividends payable on, our H Shares in foreign currency. In addition, there are
limited instruments available for us to reduce our foreign currency risk exposure at reasonable
costs. Any of these factors could materially and adversely affect our business, financial

condition and results of operations.

Expiration of, or changes to, certain government incentives, government grants and
preferential tax treatments which we are entitled to could adversely affect our financial
condition and results of operations.

During the Track Record Period, we recorded government grants of RMB13.5 million,
RMB47.4 million and RMB111.9 million in our consolidated statements of profit or loss and
other comprehensive income for the years ended December 31, 2022, 2023 and 2024,
respectively, which represent incentive policies for business and R&D activities.
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In addition, we benefited from preferential tax treatments from the PRC regulatory
authorities during the Track Record Period. Our Company was qualified as High and New
Technology Enterprise and was entitled to a preferential income tax rate of 15% for a certain
period of time. According to the Circular on Improving the Policy on Extra Super-deduction
of R&D Expenses ( (B¢ & W75 B35 2 FHBLRTINFHIBRECR A% EN) ) promulgated by the
STA, the MOF and the MOST, effective from January 1, 2016 onwards, enterprises carrying out
R&D activities are entitled to claim super-deduction of R&D expenses amounting to 50% of
its research and development expenses in determining its tax assessable profits for the year.
The super-deduction ratio of R&D expenses increased from 50% to 75%, effective from
January 1, 2018 to December 31, 2020, according to the new tax incentives policy, the Notice
of Increasing the Ratio of the Super-deduction of R&D Expenses ( B $ i ifF 5% BH 5 2 F Bl
HONFEH0ER L AR %8 A1) ) promulgated by the STA, the MOF and the MOST in September
2018. The applicable period of this policy was subsequently extended to December 31, 2023,
pursuant to the Announcement of the MOF and the STA on Extending the Implementation
Period of Some Preferential Tax Policies ( < HABUHRBLHS 4 ) BH A HE =340 Bl IS8 B BOR LA T
WIFRA A 45) ) issued on March 15, 2021. The ratio of the super-deduction of R&D expenses
has been further increased to 100% for enterprises entitled to 75% super-deduction of R&D
expenses during the period from October 1, 2022 to June 30, 2023, and such enterprises are
allowed to deduct the full amount of equipment and appliances newly purchased during the
period from October 1, 2022 to June 30, 2023 from the taxable income amount on a one-off
basis in the current year, according to the Announcement on Increasing Super-deduction in
Support of Scientific and Technological Innovation ( B INK SZRFRHE AHBL AT BR J1 B/
55) ) promulgated by the STA, the MOF and the MOST in September 2022. According to
the Announcement of the MOF and the STA on Further Improving the Pre-tax Deduction Policy
for R&D Expenses (2023) ( HABUEBRIHS 48 J5 BH i 3 — 45 58 35 W8 28 B RN G0 BRIEUR 1
N(2023)) ), where R&D expenses actually incurred by an enterprise when it conducts any
R&D activity have not been included in the current profit and loss, from January 1, 2023
onwards, 100% of the amount of R&D expenses actually incurred in this year shall be deducted
from the amount of taxable income in this year, and where intangible assets have been formed,
200% of the costs of the intangible assets shall be amortized before tax. We have claimed
super-deduction of R&D expenses upon above mentioned regulations in ascertaining our tax
assessable profits for the Track Record Period. We cannot assure that we will continue to
receive government grants at the same level or at all, or that we will continue to enjoy the
current preferential tax treatments, in which case our business, financial condition and results
of operations may be materially and adversely affected.

We may not be able to obtain additional funding on acceptable terms or at all, which may
affect our ability to expand our business or meet unforeseen contingencies.

To grow our business and remain competitive, we may require additional capital from
time to time for our daily operations and business expansion. Our ability to obtain additional
capital is subject to a variety of uncertainties, including:

. our profitability, overall financial condition and results of operations;

. our market position and competitiveness in the SiC epitaxial wafer industry;
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. general market conditions for capital-raising activities by our competitors in China;
and

. economic, political and other conditions internationally.

We may be unable to obtain additional capital in a timely manner or on acceptable terms,
or at all. In addition, our future capital or other business needs could require us to sell
additional equity securities or incur additional indebtedness. The sale of additional equity or
equity-linked securities could dilute our Shareholders’ shareholding interest. The additional
indebtedness and related interest expenses could lead to increased debt service obligations and
restrict our operations or our ability to pay dividends to our Shareholders due to certain
operating and financing covenants.

We may be subject to claims by third parties for intellectual property infringement.

We depend to a large extent on our ability to effectively develop and maintain intellectual
property rights relating to our business without infringing the intellectual property rights of
third parties. Our products may use patents, copyrights, trademarks or other proprietary rights
owned by other third parties. However, we cannot assure you that our competitors and other
third parties will not bring legal claims against us for infringing on their patents, copyrights,
trademarks or other intellectual property rights, whether such claims have merits or otherwise.
The intellectual property laws in China, which cover the validity, enforceability and scope of
protection of intellectual property rights, may be subject to revision and development in the
future, and litigation is becoming a more commonly pursued method for resolving commercial
disputes. Given the foregoing and the increasing competition in the market, we are exposed to
a higher litigation risk. Any intellectual property lawsuits against us, whether successful or not,
may harm our brand and reputation.

Defending against intellectual property claims is costly and can impose a significant
burden on our management and resources. There is no guarantee that we can obtain favorable
judgments in all legal cases. If we are found to be liable for infringement upon intellectual
property rights of certain third parties, we may be required to pay damages or cease using
certain technologies or content that are critical to our products. Any resulting liabilities or
expenses or any changes to our products that we have to make to limit future liabilities may

have a material adverse effect on our business, financial condition and results of operations.

We may not have sufficient insurance coverage to cover our potential liability or losses.

We face various risks in connection with our business and may lack adequate insurance
coverage or have no relevant insurance coverage. During the Track Record Period, we provided
mandatory social insurance for our employees as required by PRC social insurance regulations,
such as pension insurance, unemployment insurance, work injury insurance and medical
insurance. We also plan to purchase property insurance and employer’s liability insurance that
we believe are customary for businesses of our size and type and in line with standard
commercial practice in China. See “Business — Insurance.” Our current insurance coverage
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may not be sufficient to prevent us from suffering any loss and there is no certainty that we
will be able to successfully claim our losses under our current insurance policy on a timely
basis, or at all. Any uninsured occurrence including, among others, business disruption,
material litigation, natural disaster or significant damages to our uninsured equipment or
facilities may result in substantial costs and the diversion of resources. If we were held liable
for uninsured losses or amounts and claims for insured losses exceeding the limits of our
insurance coverage, our business, financial condition, results of operations and prospects may
be materially and adversely affected.

We are subject to changing laws, regulations and social trends regarding environmental,
social and governance risks, which may increase our operational costs and our risk of
non-compliance. Compliance with evolving regulations may also cause delays in our
production.

We are or will be subject to rules and regulations by various governing bodies, including,
for example, once we have become a public company, the Stock Exchange and the SFC, which
are charged with the protection of investors and the oversight of companies whose securities
are publicly traded, as well as the various regulatory authorities in China, and to new and
evolving regulatory measures under applicable laws. We may also be subject to the changing
social trends on the concerns regarding environmental, social and governance risks. Our efforts
to comply with new and changing laws, regulations and social trends have resulted in, and are
likely to continue to result in, increased general and administrative expenses and a diversion
of management time and attention from revenue-generating activities to compliance activities.

Our production process produces pollutants such as waste gas, wastewater, noise and
solid waste. The discharge of waste gas and other pollutants from our manufacturing operations
into the environment may give rise to liabilities that may require us to incur costs to remedy
such discharge. Should the governments impose stricter environmental protection standards
and regulations in the future, we cannot assure you that we will be able to comply with such
standards and regulations at reasonable costs, or at all. Any failure or any claim that we have
failed to comply with these regulations could cause delays in our production and capacity

expansion and affect our public image, either of which could harm our business.

Moreover, as these laws, regulations and standards may be further adjusted and optimized
in the future, their enforcement in practice may evolve over time as new guidance becomes
available. This evolution may result in continuing uncertainty for compliance and additional
costs necessitated by ongoing updates to our disclosure and governance practices. Any failure
to address and comply with these laws and regulations and any subsequent changes could
subject us to substantial fines or other liabilities or require us to suspend or adversely modify
our operations.
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We have limited control over the operations of our channel partners. Our business may
be negatively affected due to risks relating to the acts of our channel partners and their
potential breach of agreements with us.

We engage with channel partners for a small percentage of our sale in Asian markets.
According to CIC, facilitating transactions through channel partners are widely adopted and are
industry norm in the relevant regions. The channel partners are primarily engaged to
complement our sales team and to facilitate transactions in accordance with the distribution
trading practice of the region where our end customers are located. By leveraging their local
market expertise, established networks, and logistical capabilities, the channel partners help us
to accelerate our market entry and reduce operational complexities. Channel partners provide
valuable insights into regional regulations, customer preferences, and competitive landscapes,
enabling us to focus on core competencies while ensuring efficient market penetration and
scalable growth. This strategic partnership mitigates risks, enhances cost efficiency, and
strengthens our ability to deliver exceptional customer service in diverse international markets.
As of December 31, 2022, 2023 and 2024, we had three, three and three channel partners,
respectively. In 2022, 2023 and 2024, revenue from our channel partners amounted to
RMB96.1 million, RMB126.7 million and RMB72.0 million, respectively, representing 21.8%,
11.1% and 7.4% of the total revenue for the respective periods. During the Track Record Period
and up to the Latest Practicable Date, we have no material unresolved disputes or lawsuits with

our channel partners.

Furthermore, there can be no assurance that we will be successful in detecting any
non-compliance of our channel partners with the cooperation agreements. We may be exposed
to the risks of fraud or other misconduct committed by our channel partners. Fraud or other
misconduct by our channel partners may involve engaging in unauthorized misrepresentation
to our customers, misappropriating third party’s intellectual property and other proprietary
rights and engaging in bribery or other unlawful payments. In any such event, we could, as a
result, be subject to claims brought by our customers or third parties for fraud or other is
conduct committed by such channel partner, which could result in potential substantial
financial liability and diversion of our managerial and financial resources regardless of
whether the claim has merits. In such event, our business, financial condition and results of
operations may be adversely affected.

Any failure to obtain or continuously maintain or renew approvals, licenses or permits
applicable to our business operation may have a material and adverse impact on our
business, financial condition and results of operations.

In accordance with the laws and regulations in the jurisdictions in which we operate, we
are required to maintain various approvals, licenses and permits in order to operate our
business. If we fail to maintain compliance with such laws and regulations, or otherwise fail
to obtain or maintain any of the required approvals, licenses or permits or make or complete
the necessary filings in any of the jurisdiction where we operate our business, our operations
may be adversely affected.
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In addition, in the event that we are required to renew our existing licenses or permits or
acquire new ones, whether as a result of the promulgation of new laws and regulations or
otherwise, we cannot assure you that we will be able to meet the requisite conditions and
requirements, or obtain all requisite approvals, licenses and permits in a timely manner or at
a reasonable cost. If we are unable to obtain, or experience material delays in obtaining
necessary approvals, licenses and permits, it may have a material and adverse impact on our
business, financial condition and results of operations.

We are subject to risks relating to litigation and disputes, which could adversely affect our
business, financial condition, results of operations and prospects.

We may be subject to disputes or claims of various types brought by our competitors,
employees, suppliers, customers, business partners or governmental entities against us relating
to contractual disputes, labor disputes, intellectual property infringements or disputes
involving misconducts of our employees. Such disputes and claims may evolve into litigations
and damage our reputation, thereby adversely affecting our customer base. We cannot
guarantee that we will not be subject to legal proceedings in the ordinary course of business.
Litigation is distractive and expensive as it may cause us to incur legal fees, allocate a
significant portion of our resources and divert management team’s attention from our
day-to-day operations, any of which could adversely affect our business. In the event of an
adverse judgement against us, we may need to spend a significant amount to settle claims or
pay damages, which could have a material and adverse effect on our business, financial
condition, results of operations and prospects.

We are subject to anti-corruption, anti-money laundering, anti-bribery and other relevant
laws and regulations in the jurisdictions where we operate. We may be subject to investigations
and proceedings by governmental authorities for alleged infringements of these laws if our
compliance processes or internal control systems are not conducted or are not operating
properly. These proceedings may result in fines or other liabilities and could have a material
adverse effect on our reputation, business, financial conditions and results of operations. If any
of our subsidiaries, employees or other persons engage in fraudulent, corrupt or other unfair
business practices or otherwise violate applicable laws, regulations or internal controls, we
could become subject to one or more enforcement actions or otherwise be found to be in
violation of such laws, which may result in penalties, fines and sanctions and in turn adversely
affect our reputation, business, financial condition and results of operations. Given the
uncertainty, complexity and scope of many of these litigation matters, their outcome generally
cannot be predicted with a reasonable degree of certainty. Therefore, our provision for such
matters may be inadequate. Moreover, even if we eventually prevail in these matters, we could
incur significant legal fees or suffer significant reputational harm, which could have a material
and adverse effect on our prospects and future growth, including our ability to attract new
business partners and customers, expand our relationships with governmental regulators and
industry groups and recruit and retain employees and agents.
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We, our shareholders, affiliates, Directors, Supervisors, senior management and
employees may be involved in legal or other proceedings from time to time and may face
reputational risks and significant liabilities as a result.

We, our shareholders, affiliates, Directors, Supervisors, senior management and
employees may be involved from time to time in disputes with various parties, including but
not limited to our customers, suppliers, competitors, employees, former shareholders, device
providers, insurers and banks. For example, in January 2025, Tang Xiuhao (57 5%), our former
shareholder and an Independent Third Party, brought a legal action against Dr. Zhao, among
others, alleging and requesting the court to confirm that the subscription of Dr. Zhao for the
50% equity interest of the Company upon its establishment in 2011 was inaccurate capital
contribution (1 & ANE). Tang Xiuhao was not a shareholder or investor of the Company upon
the establishment of the Company and when the aforesaid contribution was made. Further,
Tang Xiuhao and his affiliate had divested all his investment in the Company in 2018 and had
no other relationship with the Company ever since. As of the Latest Practicable Date, such
legal action is still ongoing and has not yet been settled. As confirmed by our PRC Legal
Adviser, Dr. Zhao’s then capital contribution has fulfilled the necessary procedures and
registration requirement and has complied with the then laws and regulations in the PRC.
Therefore, there is no inaccurate capital contribution from Dr. Zhao.

Any disputes involving us, our shareholders, affiliates, Directors, Supervisors, senior
management and employees may lead to legal or other proceedings, including threatened
proceedings, which may result in damages to our reputation, substantial costs and diversion of
our resources and management’s attention. In addition, we may encounter additional
compliance issues in the course of our operations, which may subject us to administrative
proceedings and unfavorable results, and result in liabilities and delays relating to our
production or product launch schedules. We cannot assure you as to the outcome of such legal
proceedings, and any negative outcome may materially and adversely affect our business,
financial condition and results of operations.

Our Single Largest Shareholder has substantial influence over our Group and his
interests may not be aligned with the interests of our other Shareholders.

Our Single Largest Shareholder has significant influence in determining the outcome of
any corporate transaction or other matter submitted to the Shareholders for approval, including
but not limited to mergers, privatizations, consolidations and the sale of all, or substantially all,
of our assets, election of directors, and other significant corporate actions. Immediately
following the completion of the [REDACTED], Dr. Zhao will remain as the Single Largest
Shareholder of our Group. The interests of our Single Largest Shareholder might differ from
the interests of our other Shareholders. In the event that our Single Largest Shareholder causes
us to pursue businesses that conflict with the interests of our other Shareholders, our other
Shareholders could be disadvantaged, and their interests could be damaged. Any conflict of
interest between our Single Largest Shareholder and our other Shareholders may also
materially and adversely affect our operations such as the decision and implementation of our
business plans, which may in turn affect our business and results of operations.
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We may be subject to natural disasters, health epidemic, acts of war, terrorism or other
factors beyond our control.

Natural disasters, such as floods, earthquakes, sandstorms, snowstorms, fires or floods,
outbreaks of a widespread health epidemic or pandemic such as COVID-19, or other events
such as acts of war, terrorism, environmental accidents, power outages or communication
interruptions may result in loss of lives, injury, destruction of assets and may materially and
adversely affect our business. Our operations could also be disrupted if any of our employees
or employees of our business partners were suspected of having any of the epidemic or
pandemic illnesses, since this could require us or them to quarantine some or all of such
employees or disinfect the facilities used for our operations. Any of these factors and other
factors beyond our control could have an adverse effect on the overall business sentiment and
environment, cause uncertainties in the regions where we conduct business, cause our business
to suffer in ways that we cannot predict and materially and adversely affect our business,
financial condition and results of operations.

Our technology infrastructure may experience unexpected system failure, interruption,
inadequacy, security breaches or cyber-attacks.

Our technology infrastructure may encounter disruptions or other outages caused by
problems or defects in our own technologies and systems, such as malfunctions in software or
network overload. Our technology infrastructure may be vulnerable to damage or interruption
caused by telecommunication failures, power loss, human error, cyber-attacks or other
accidents. There is no assurance that we can respond to such interruptions in a timely manner,
or at all. Furthermore, our technology infrastructure is also vulnerable to damages from fires,
floods, earthquakes and other natural disasters, power loss and telecommunication failures.
Any network interruption or inadequacy that causes interruptions to our operations, or failure
to maintain the network and server or solve such problems in a timely manner, could reduce
our customer and user satisfaction, which in turn could adversely affect our reputation,
business and financial condition.

Risks Related to Conducting Business in jurisdictions where we operate

Changes in China’s or global economic, political or social conditions or government
policies in the countries and regions where we operate could have a material and adverse
effect on our business and operations.

Substantially all of our operations are located in China. Accordingly, our business,
financial condition, results of operations and prospects may be influenced to a significant
degree by economic and social conditions in China generally and by continued economic
growth in China as a whole.

The Chinese economy has experienced significant growth over the past decades, and the

PRC regulatory authorities has implemented various measures to encourage economic growth.

Some of these measures may benefit the overall Chinese economy but may not have the same
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effect on us. Any economic downturn, whether actual or perceived, further decrease in
economic growth rates or an otherwise uncertain economic outlook in our geographic markets
or any other market in which we may operate could affect our business, financial condition and
results of operations.

In addition, the global economic and social conditions are evolving rapidly and are
subject to uncertainties. For example, health epidemics have caused significant downward
pressure for the global economy. Geopolitical tension and conflicts, energy crisis, inflation
risk, interest rate increases, instability in the financial system, and the adjusting of monetary
policy by the U.S. Federal Reserve impose new challenges and uncertainties on the global
economy. It is unclear whether these challenges and uncertainties will be contained or resolved,
and what effects they may have on the global economic conditions in the long term.
Furthermore, sanctions and export control measures are unilaterally imposed by the U.S. or
other jurisdictions from time to time. These measures may have a significant impact on the
targeted countries, markets and/or entities. Chinese companies may be affected by such
sanctions or export control measures. We may also be exposed to risks in dealing with business
partners subject to sanctions or export controls. As a result, we could be required to incur
additional costs to comply with these complicated regulations and measures and could face
penalties for any violation, even if inadvertent.

We are required to complete filing procedures with the CSRC for the [REDACTED] and
[REDACTED)] of our H Shares on the Hong Kong Stock Exchange.

On July 6, 2021, the relevant PRC regulatory authorities issued Opinions on Strictly
Cracking Down Illegal Securities Activities in Accordance with the Law ( CBEARIENE B 4TE
PSSR EIEEIME L) ). These opinions enhanced administration and supervision on overseas
listing by China-based companies and proposed to take effective measures, such as promoting
the construction of relevant regulatory systems to deal with the risks and incidents faced by
China-based overseas-listing companies. See “Regulatory Overview — Laws and Regulations
Relating to Overseas Listing” for details.

On February 17, 2023, the CSRC released the Trial Administrative Measures for Overseas
Securities Offering and Listing by Domestic Companies ( {3 A ZESR SN 778 F2 A b i 45 s
ATHHE) ) (the “Trial Measures”), together with five interpretative guidelines thereof, which
became effective on March 31, 2023. The Trial Measures comprehensively improved and
reformed the prior regulatory regime for overseas offering and listing of securities of PRC
domestic companies and had regulated both direct and indirect overseas offering and listing of
PRC domestic companies’ securities by adopting a filing-based regulatory regime. According
to the Trial Measures, we, as a PRC domestic company seeking to offer and list securities in
overseas markets, are required to fulfill the filing procedure with the CSRC within three (3)
working days after submitting the listing application documents to the overseas supervisory
authorities and report relevant information.
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You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management.

We are a company incorporated under the laws of the PRC and substantially all of our
business, assets and operations are located in China. In addition, the majority of our Directors,
Supervisors and executive officers reside in China. As a result of cross-jurisdiction
enforcement of judgments or cross-jurisdiction initiation of proceedings, it may not be possible
for you to directly effect service of process upon us or such Directors, Supervisors or executive
officers who reside in China, including with respect to matters arising under U.S. federal
securities laws or applicable state securities laws. Pursuant to Arrangements for Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Cases between Courts of
the Mainland and Hong Kong Special Administrative Region (B PRy b B 15 45 7l 47 B I
BEAH B RR AT AT R P AR % PE) ) effective on January 29, 2024, promulgated by
the Supreme People’s Court, a party with an enforceable final court judgment rendered by any
designated people’s court of Mainland China or any designated Hong Kong Special
Administrative Region court with respect to any civil and commercial cases excluding certain
types of which, may apply for recognition and enforcement of the judgment in the relevant
people’s court of Mainland China or Hong Kong Special Administrative Region court.

China has not entered into a treaty for the reciprocal recognition and enforcement of court
judgments with the United States, the United Kingdom, Japan and many other countries. In
addition, Hong Kong, China has no arrangement with the United States for reciprocal
enforcement of judgments. In accordance with the Civil Procedure Law of the PRC and other
applicable laws, regulations, and interpretations, a court judgment obtained in the United States
and any of the other jurisdictions mentioned above may be recognized and enforced in
Mainland China or Hong Kong in consideration of the treaties providing for the reciprocal
enforcement of judgments of courts between China and the country where the judgment was
made.

We are a PRC enterprise and we are subject to PRC tax on our global income, and any
gains on the sales of our H Shares by [REDACTED] and dividends paid to [REDACTED]
on our H Shares may be subject to PRC tax.

Non-PRC resident individuals and non-PRC resident enterprises are subject to different
tax obligations with respect to dividends received from us or gains realized upon the sale or
other disposition of our H Shares in accordance with applicable PRC tax laws, rules and
regulations.

Pursuant to the PRC Individual Income Tax Law ( {3 A RILFEIRE A FTERE) ),
non-PRC resident individuals are subject to a 20% PRC individual income tax on their dividend
income derived from China and we are required to withhold such tax from our dividend
payments. If there is an applicable tax treaty to avoid double taxation and taxation evasion
between China and the jurisdiction where the foreign individual resides, the applicable tax rate
shall be determined in accordance with such tax treaty. Considering that the applicable tax rate
on dividends is usually 10% according to tax treaties or tax agreements, and that the number
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of stockholders is large for a listed company, to simplify the tax administration, generally a
domestic non-foreign-investment enterprise with shares listed in Hong Kong can withhold
dividend income tax at a rate of 10%. It shall be determined in accordance with the relevant
laws and regulations in force at the time as to whether gains realized by non-PRC resident
individuals on dispositions of H Shares are subject to the PRC individual income tax.

Pursuant to the PRC Enterprise Income Tax Law ( {3 A\ RILFIE i3 8i7%) ) and
other applicable PRC tax rules and regulations, non-PRC resident enterprises that do not have
establishments or premises in the PRC, or have establishments or premises in the PRC but their
income is not related to such establishments or premises are subject to a 10% PRC enterprise
income tax rate on dividend income received from a PRC company and gains realized upon the
sale or other dispositions of equity interest in a PRC company. The 10% tax rate is subject to
reduction under any special arrangements or applicable treaties between China and the
jurisdiction where the nonresident enterprise domiciles. In accordance with applicable
regulations, we intend to withhold tax at a rate of 10% from dividends paid to non-PRC
resident enterprise holders of our H Shares (including HKSCC Nominees). Non-PRC resident
enterprises that are entitled to be taxed at a reduced rate under an applicable income tax treaty
will be required to apply to the PRC tax authorities for a refund of any amount withheld in
excess of the applicable treaty rate, and payment of such refund will be subject to the PRC tax

authorities’ verification.

It shall be determined in accordance with the relevant laws and regulations in force at the
time as to the further interpretation and implementation of the PRC EIT Law and other
applicable PRC tax rules and regulations by the PRC tax authorities, including whether and
how non-PRC resident holders of our H Shares are subject to personal income tax or enterprise
income tax on gains realized upon the sale or other dispositions of their H shares. In addition,
the value of your [REDACTED] in our H Shares may be materially affected by unfavorable
changes in the applicable tax rates currently stipulated by the PRC tax authorities.

Payment of dividends is subject to restrictions under PRC laws.

Under the PRC laws, dividends may be paid only out of distributable profits. Our
distributable profits represent our distributable net profits less appropriations to statutory
surplus reserve, general reserve, and discretionary surplus reserve (as approved by our
Shareholders’ meeting), each such appropriation based on the unconsolidated net profit
determined under PRC GAAP. Our distributable net profit referred to above represents the
lowest of (i) our net profit attributable to our equity holders for a period plus distributable
profits or net of accumulated losses, if any, at the beginning of such period, as determined
under PRC GAAP, and (ii) our net profit attributable to our equity holders for the period plus
distributable profits or net of accumulated losses, if any, at the beginning of such period, as
determined under IFRS. As a result, we may not have sufficient distributable profits, if any, to
make dividend distributions to our Shareholders in the future, including in respect of periods
where we register an accounting profit. Any distributable profits that are not distributed in a

given year are retained and available for distribution in subsequent years.
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We are subject to PRC regulatory authorities’ regulations on currency conversion and
risks relating to fluctuations in exchange rates.

Given the nature of our business, we regularly deal in multiple currencies and are
therefore exposed to significant foreign exchange risk. We receive a lot of our revenues in
Renminbi, the exchange of which is subject to the applicable regulatory requirements. A
portion of these revenues must be converted into other currencies in order to meet our foreign
currency obligations. For example, we need to obtain foreign currency to make payments of
declared dividends, if any, on our H Shares.

Under the PRC’s existing foreign exchange regulations, by complying with certain
procedural requirements, following completion of the [REDACTED], we will be able to
undertake current account foreign exchange transactions, including payment of dividends
without prior approval from the SAFE. However, in the future, the PRC regulatory authorities
may, at its discretion in accordance with law, take measures to restrict access to foreign
currencies for capital account and current account transactions under certain circumstances. In
this case, we may not be able to pay dividends in foreign currencies to holders of our H Shares.

The value of the Renminbi against the U.S. dollar and other currencies fluctuates and is
affected by, among other things, changes in China’s international economic conditions and the
PRC regulatory authority’s fiscal and currency policies. Since 1994, the conversion of
Renminbi into foreign currencies, including Hong Kong and U.S. dollars, has been based on
rates published by the PBOC, which are set daily based on the previous business day’s
inter-bank foreign exchange market rates and current exchange rates on the world financial
markets.

Any appreciation of the Renminbi against the U.S. dollar or any other foreign currencies
may result in the decrease in the value of our foreign currency-denominated assets. Conversely,
any devaluation of the Renminbi may adversely affect the value of, and any dividends payable
on, our H Shares in foreign currency terms. Furthermore, we are also currently required to
obtain the approval of the SAFE before converting significant sums of foreign currencies into
Renminbi. All of these factors could materially and adversely affect our financial condition and
results of operations.

The civil law system in China differs from common law systems.

The legal system in China is a civil law system based on written statutes. Unlike common
law systems, it is a system in which decided legal cases have limited precedential value. The
laws and regulations in China are subject to further revisions or interpretations from time to
time. New laws, regulations, guidelines and interpretations that are promulgated in the future
may affect the rights and obligations of the parties involved. Therefore, you should reasonably
expect the legal protections you are entitled to under legal system in China.
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Any failure to make adequate contributions to various employee benefit plans as required
by PRC regulations may subject us to penalties.

Companies operating in China are required to participate in various employee benefit
plans, including pension insurance, unemployment insurance, medical insurance, work-related
injury insurance, maternity insurance and housing provident fund and contribute to the
amounts equal to certain percentage of salaries, including bonuses and allowances, of their
employees up to a maximum amount specified by the local regulatory authorities from time to
time at locations where they operate their business.

During the Track Record Period and as of the Latest Practicable Date, we have not
received any order or notice from the local authorities regarding the shortfall in payments and
contributions of social insurance and housing provident funds, and according to our PRC Legal
Adviser, the risk of us being subject to administrative penalties is remote. However, we cannot
assure you that we will not be subject to any order from the relevant government authorities
in the future that requires us to pay the outstanding amount or imposes late fees or fines on us.
We may also incur additional costs to comply with such laws and regulations by the relevant
PRC regulatory authorities. Any such development could adversely affect our business,
financial condition, results of operations and prospects.

Risks Related to the [REDACTED]

There has been no previous public market for our H Shares, and the liquidity and
[REDACTED] of our H Shares may be volatile.

Prior to the [REDACTED], there has been no public market for our H Shares. The H
Share [REDACTED] is the result of negotiations between us and the [REDACTED] on behalf
of the [REDACTED] and may differ significantly from the [REDACTED] for our H Shares
following the [REDACTED]. We have applied for the [REDACTED] of, and permission to
deal in, our H Shares on the Hong Kong Stock Exchange. A [REDACTED] on the Hong Kong
Stock Exchange, however, does not guarantee that an active and liquid [REDACTED] market
for our H Shares will develop, or if it does develop, will be sustained following the
[REDACTED] or that the [REDACTED] of our H Shares will not decline following the
[REDACTED].

Furthermore, the price and [REDACTED] of our H Shares may be volatile. The following
factors may affect the volume and price at which our H Shares will [REDACTED]:

. actual or anticipated fluctuations in our revenues and results of operations;

. news regarding the recruitment or loss of key personnel by ourselves or our
competitors;

. announcements of competitive developments, acquisitions or strategic alliances in

our industry;

— 68 —



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

RISK FACTORS

. changes in earnings estimates or recommendations by financial analysts;

. potential litigation or regulatory investigations;

. general market conditions or other developments affecting us or our industry;

. the operating and stock price performance of other companies, other industries and
other events or factors beyond our control; and

. the release of lock-up or other transfer restrictions on our outstanding H Shares, or
sales or perceived sales of additional H Shares by us or other Shareholders.

Moreover, the securities market has from time to time experienced significant price and
volume fluctuations that were unrelated, or not directly related, to the operating performance
of the underlying companies. These broad market and industry fluctuations may have a
material and adverse effect on the [REDACTED] and [REDACTED] of our H Shares.

The price and [REDACTED] of our H Shares may be volatile, which could lead to
substantial losses to [REDACTED].

The price and [REDACTED] of our H Shares may be subject to significant volatility in
response to various factors beyond our control, including the general market conditions of the
securities in Hong Kong and elsewhere in the world. In particular, the business and
performance and the [REDACTED] of the shares of other companies engaging in similar
business may affect the price and [REDACTED] of our H Shares. In addition to market and
industry factors, the price and [REDACTED] of our H Shares may be highly volatile for
specific business reasons, such as fluctuations in our revenue, earnings, cash flows,
investments, expenditures, regulatory developments, relationships with our suppliers,
movements or activities of key personnel, or actions taken by competitors. Moreover, shares
of other companies listed on the Hong Kong Stock Exchange with significant operations and
assets in China have experienced price volatility in the past, and it is possible that our H Shares
may be subject to changes in price not directly related to our performance but related to the
overall economic conditions in Hong Kong, the PRC or elsewhere in the world.

We cannot assure you that the [REDACTED] and [REDACTED] of our H Shares will
remain stable or appreciate over time, and [REDACTED] may experience substantial losses.
In addition, the volatility in the [REDACTED] and [REDACTED] of our H Shares may also
negatively impact our ability to raise capital in the future through the issuance of additional
equity securities.
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Purchasers of our H Shares in the [REDACTED] may experience immediate dilution upon
such purchases and may experience further dilution if we issue additional H Shares
pursuant to the exercise of the [REDACTED].

As the [REDACTED] of our H Shares is higher than the consolidated net tangible assets
per Share immediately prior to the [REDACTED], purchasers of our H Shares in the
[REDACTED] may experience an immediate dilution. Our existing Shareholders will receive
an increase in the [REDACTED] adjusted consolidated net tangible asset value per Share of
their H Shares. In addition, purchasers of our H Shares may experience further dilution of their
shareholdings if we issue additional H Shares pursuant to the exercise of the [REDACTED].
The [REDACTED] comprises: (i) the [REDACTED] of [REDACTED] H Shares (subject to
reallocation); and (ii) the [REDACTED] of [REDACTED] H Shares (subject to reallocation
and the [REDACTED]). The [REDACTED] will represent approximately [REDACTED]% of
the enlarged issue share capital of our Company immediately after completion of the
[REDACTED], assuming the [REDACTED] is not exercised. If the [REDACTED] is
exercised in full, the [REDACTED] will represent approximately [REDACTED]% of the
enlarged issued share capital of our Company immediately following the completion of the
[REDACTED] and the issue of [REDACTED] pursuant to the [REDACTED].

Substantial future sales or the expectation of substantial sales of our H Shares in the
public market following the [REDACTED] could materially and adversely affect the price
of our H Shares.

Although our Single Largest Shareholder is subject to restrictions on their sales of H
Shares within 12 months from the [REDACTED] as described in “[REDACTED]” in this
Document, future sales of a significant number of our H Shares by our Single Largest
Shareholder or other existing shareholders in the public market after the [REDACTED], or the
perception that these sales could occur, could cause the [REDACTED] of our H Shares to
decline and could materially impair our future ability to raise capital through [REDACTED]
of our H Shares. We cannot assure you that our Single Largest Shareholder, or other existing
shareholders will not dispose of H Shares held by them or that we will not issue H Shares
pursuant to the general mandate to issue shares granted to our Directors, upon the expiration
of restrictions set out above. We cannot predict the effect, if any, that any future sales of Shares
by our Single Largest Shareholder or other existing Shareholders, or the Shares available for
sale by our Single Largest Shareholder or other existing Shareholders, or the issuance of Shares
by our Company may have on the [REDACTED] of the H Shares. Sale or issuance of a
substantial number of Shares by our Single Largest Shareholder or us, or the market perception
that such sale or issuance may occur, could materially and adversely affect the prevailing
[REDACTED] of the H Shares.
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We may need additional capital, and the sale or issue of additional H Shares or other
equity securities could result in additional dilution to our Shareholders.

Notwithstanding our current cash and cash equivalents and the net [REDACTED] from
the [REDACTED], we may require additional cash resources to finance our continued growth
or other future developments. We cannot assure you that financing will be available in the
amounts or on terms acceptable to us, if at all. If we fail to raise additional funds, we may need
to sell additional equity securities, which could result in additional dilution to our
Shareholders.

We may not be able to pay dividends in the foreseeable future after the [REDACTED)].

We may not be able to pay any cash dividends in the foreseeable future. Therefore, you
should not rely on an [REDACTED] in our H Shares as a source for any future dividend
income.

Our ability to pay dividends will depend on various factors, including whether we are able
to generate sufficient earnings. Distribution of dividends shall be decided by our Board of
Directors at their discretion and will be subject to the corporate approval processes. A decision
to declare or to pay dividends and the amount thereof depend on various factors, including but
not limited to our results of operations, cash flows and financial position, operating and capital
expenditure requirements, distributable profits as determined under PRC GAAP or IFRS, our
Articles of Association and other constitutional documents, the PRC Company Law and any
other applicable PRC laws and regulations, market conditions, our strategy and projection for
our business, contractual restrictions and obligations, taxation, regulatory restrictions and any
other factors from time to time deemed by our Board of Directors as relevant to the declaration
or suspension of dividends. As a result, there can be no assurance whether, when and in what
form we will pay dividends in the future. Subject to any of the above constraints, we may not
be able to pay dividends in accordance with our dividend policy. See “Financial Information
— Dividend.”

We have significant discretion as to how we will use the net [REDACTED] of the
[REDACTED], and you may not necessarily agree with how we use them.

Our management may spend the net [REDACTED] from the [REDACTED] in ways you
may not agree with or that do not yield a favorable return to our Shareholders. For details, see
“Future Plans and Use of [REDACTED] — Use of [REDACTED].” However, our
management will have discretion as to the actual application of our net [REDACTED]. You are
entrusting your funds to our management, whose judgment you must depend on, for the
specific uses we will make of the net [REDACTED] from this [REDACTED].
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Certain facts, forecast and statistics derived from external sources contained in this
Document may not be reliable and the market opportunity estimates may not be accurate.

We have derived certain facts and other statistics in this Document, particularly those
relating to the general economy and the industry in which we operate, from information
provided by various public sources, industry associations, independent research institutes and
other third-party sources, including a report prepared by CIC that we commissioned. We have
not independently verified information and statistics from official government sources. While
we have taken reasonable care in the reproduction of the information, we cannot assure you as
to the accuracy and reliability of such facts and statistics. Due to possibly flawed or ineffective
collection methods or discrepancies between published information and market practice and
other data problems, the statistics herein may be inaccurate. You should consider carefully how

much weight or importance you should attach to or place on such facts or statistics.

Market opportunity estimates included in this Document, including our ability to capture
a meaningful share of the relevant markets, are subject to significant uncertainty and are based
on assumptions and estimates that may not prove to be accurate. The variables that go into the
calculation of our market opportunity are subject to change over time, and there is no guarantee
that our market opportunity estimates will materialize in customers using our products and
services as anticipated. Any expansion in our market depends on a number of factors, including
the cost, performance, and perceived value associated with our business and those of our
competitors. Even if the market in which we compete meets the size estimates and growth
forecasted in this Document, our business could fail to grow at similar rates, if at all. Our
growth is subject to many factors, including our success in implementing our business strategy,
which is inherently subject to certain risks and uncertainties.

Forward-looking statements contained in this Document are subject to risks and
uncertainties.

This Document contains certain statements and information that are forward-looking and
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uses forward-looking terminology such as “believe,” “expect,” “estimate,” “predict,” “aim,
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“intend,” “will,” “may,” “plan,” “consider,” “anticipate,” “seek,” “should,” “could,” “would,”

>

“continue,” and other similar expressions. You are cautioned that reliance on any forward-
looking statement involves risks and uncertainties and that any or all of those assumptions
could prove to be inaccurate and, as a result, the forward-looking statements based on those
assumptions could also be incorrect. In light of these and other risks and uncertainties, the
inclusion of forward-looking statements in this Document should not be regarded as
representations or warranties by us that our plans and objectives will be achieved and these
forward-looking statements should be considered in light of various important factors,
including those set forth in this section. Subject to the requirements of the Listing Rules, we
do not intend publicly to update or otherwise revise the forward-looking statements in this
Document, whether as a result of new information, future events or otherwise. Accordingly,
you should not place undue reliance on any forward-looking information. All forward-looking

statements in this Document are qualified by reference to this cautionary statement.
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[REDACTED] should read the entire Document carefully and should not consider any
particular statements in this Document or in published media reports without carefully
considering the risks and other information contained in this Document.

The [REDACTED] is being made solely on the basis of the information and
representations contained in this Document, which are true and accurate to the best of our
knowledge and belief. Any information not contained in this Document should not be relied
upon in making an [REDACTED] decision with respect to the securities being [REDACTED].

Prior to the publication of this Document, there has been coverage in the media regarding
us and the [REDACTED], which may have contained among other things, certain financial
information, projections, valuations and other forward-looking information about us and the
[REDACTED]. [REDACTED] should be aware that information and opinions published by
third-party sources may have been based on outdated, incomplete, or inaccurate information.
These sources may also have conflicts of interest, and their opinions may not be independent
or objective. The media’s coverage of our company and the [REDACTED] may be influenced
by a wide range of factors, including the bias of individual journalists, the preferences of media
outlets, and the demands of advertisers.

We have not authorized the disclosure of any such information in the press or media and
do not accept any responsibility for the accuracy or completeness of such media coverage or
forward-looking statements. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any information disseminated in the media. We disclaim any
information in the media to the extent that such information is inconsistent or conflicts with
the information contained in this Document. Accordingly, prospective [REDACTED] are
cautioned to make their [REDACTED] decisions on the basis of the information contained in
this Document only and should not rely on any other information.
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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

According to Rule 8.12 of the Listing Rules, a new applicant for a primary
[REDACTED] on the Stock Exchange must have a 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 of the Listing Rules may be waived by having regard to, among other
considerations, our arrangements for maintaining regular communication with the Stock
Exchange.

We do not have a sufficient management presence in Hong Kong for the purposes of
satisfying the requirements under Rules 8.12 and 19A.15 of the Listing Rules. Our
headquarters, senior management, business operations and assets are primarily based outside
of Hong Kong. Our executive Directors ordinarily reside in the PRC and, given that they play
very important roles in our Company’s business operations, it is in our best interests for them
to continue to be based where our Group has significant operations; it would not be beneficial
to or appropriate for our Group, and therefore not in the best interests of our Company or the
Shareholders as a whole, to relocate any of our existing executive Directors to Hong Kong or
appoint additional executive Directors ordinarily resident in Hong Kong.

Therefore, 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 Rules 8.12 and 19A.15
of the Listing Rules. We will ensure that there is regular and effective communication between
us and the Stock Exchange based on, among others, the following conditions:

(i) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to
maintain two authorized representatives, who will act as our principal channel of
communication with the Stock Exchange and ensure that our Company complies
with the Listing Rules at all times. The two authorized representatives appointed are
Dr. Zhao and Ms. Wong Wai Yee, Ella (the “Authorized Representatives”). Ms.
Wong Wai Yee, Ella is situated and based in Hong Kong, and will be available to
meet with the Stock Exchange in Hong Kong within a reasonable time frame upon
the request of the Stock Exchange. Both of the Authorized Representatives will be
readily contactable by telephone and email to deal promptly with enquiries from the
Stock Exchange. Our Company has provided contact details of the two Authorized
Representatives to the Stock Exchange and will inform the Stock Exchange
promptly in respect of any change in the Authorized Representatives;

_ 74 —



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

WAIVERS

(ii)

(ii)

(iv)

(v)

(vi)

both Authorized Representatives have the means to contact all Directors (including
the independent non-executive Directors) promptly at all times as and when the
Stock Exchange wishes to contact our Directors on any matters. Our Company has
implemented a policy whereby (i) each Director has provided their respective valid
phone numbers or other means of communication to the Authorized Representatives;
(ii) in the event that a Director expects to travel or is otherwise out of office, he/she
will endeavor to provide his/her phone number of the place of his/her
accommodation to the Authorized Representatives or maintain an open line of
communication via his/her mobile phone; and (iii) each Director has provided
his/her mobile phone number, office phone number, email address and, where
available, fax number to the Stock Exchange and will inform the Stock Exchange
promptly if there are any changes to the contact details of the Directors;

pursuant to Rule 3.20 of the Listing Rules, each Director has provided his/her
contact information to the Stock Exchange and to the Authorized Representatives.
This will ensure that the Stock Exchange and the Authorized Representatives should
have means for contacting all Directors promptly at all times as and when required;

all our Directors who are not ordinarily resident in Hong Kong have confirmed that
they possess or can apply for valid travel documents to visit Hong Kong and will be
able to meet with relevant members of the Stock Exchange in Hong Kong upon
reasonable notice, when required;

pursuant to Rule 3A.19 of the Listing Rules, we have retained the services of
Rainbow Capital (HK) Limited as our Compliance Adviser upon [REDACTED] for
a period commencing on the [REDACTED] and ending on 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 commencing after the [REDACTED]. The Compliance
Adviser will act as an additional channel of communication with the Stock Exchange
and will be available to respond to enquiries from the Stock Exchange. The contact
details of the Compliance Adviser have been provided to the Stock Exchange;

our Authorized Representatives, Directors and other officers of our Company will
promptly provide such information and assistance as the Compliance Adviser may
reasonably require in connection with the performance of the Compliance Adviser’s
duties as set forth in Chapter 3A of the Listing Rules. There will be adequate and
efficient means of communication between our Company, Authorized
Representatives, Directors and other officers of our Company and the Compliance
Adviser, and, to the extent reasonably practicable and legally permissible, we will
keep the Compliance Adviser informed of all communications and dealings between
the Stock Exchange and us. Meetings between the Stock Exchange and our Directors
may be arranged through our Authorized Representatives or the Compliance
Adviser, or directly with our Directors within a reasonable time frame. We will
inform the Stock Exchange as soon as practicable in respect of any change of
Authorized Representatives and/or the Compliance Adviser;
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(vii)

(viii)

we will appoint other professional advisers (including legal advisers in Hong Kong)
after the [REDACTED] to assist us in dealing with any questions which may be
raised by the Stock Exchange and to ensure that there will be prompt and effective
communication with the Stock Exchange; and

our Company has designated staff members as the communication officers at our
headquarters after the [REDACTED] who will be responsible for maintaining
day-to-day communication with the Authorized Representatives and our Company’s
professional advisers in Hong Kong, including our legal advisers in Hong Kong and
the Compliance Adviser, to keep abreast of any correspondence with and/or
enquiries from the Stock Exchange and report to our executive Directors to further
facilitate communication between the Stock Exchange and our Company.

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

DIRECTORS

Name Address Nationality
Executive Directors

Dr. Zhao Jianhui (i ZE#) Room 508 American
No. 198-1, East 2nd Road
Tongxiang High-tech City
Torch Hi-tech Zone
Xiamen, Fujian
PRC

Ms. Pan Menghan (¥ % 54) Room 508 American
No. 198-1, East 2nd Road
Tongxiang High-tech City
Torch Hi-tech Zone
Xiamen, Fujian
PRC

Ms. Bai Liting (H ) Room 503, No. 12, Huxin Erli Chinese
Vanke Huxin Island
Huli District
Xiamen, Fujian
PRC

Non-Executive Directors

Mr. Fang Wei (J71%) Room 1301, No. 1, Lane 2088 Chinese
Wanhangdu Road
Changning District
Shanghai
PRC

Mr. Su Ping (#%°F) Room 202 Chinese
No. 62, Baizanzhou Road
Siming District
Xiamen, Fujian
PRC

Ms. Xie Jieping (&) Room 1103 Chinese
No. 11 Huizhan North Lane
Siming District
Xiamen, Fujian
PRC

Independent Non-Executive Directors

Dr. Kang Junyong (FEfZ5) Room 601 Chinese
No. 3-2, Tugiang Road
Siming District
Xiamen, Fujian
PRC
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

Dr. Liao Yi (B#)

Dr. Su Xinlong (BFHTHE)

SUPERVISORS
Name

Mr. Li Kaixi (Z3L7)

Mr. Qian Weining (887 %)

Mr. Wu Guoyi (%[#H1iz)

Flat F, 7/F

Tower 5, Metro Town

8 King Ling Road
Tseung Kwan O
New Territories
Hong Kong

Room 101, No. 25

Xiada Haibin East Area

Siming District
Xiamen, Fujian
PRC

Address

Room 1601, 3B
Jindi Fengshang
Xindian Town
Xiang’an District
Xiamen, Fujian
PRC

Room 1804, No. 2
Xiangfu Qili
Xiang’an District
Xiamen, Fujian
PRC

Room 16G, No. 38
Caoxi North Road
Xuhui District
Shanghai

PRC

Chinese

Chinese

Nationality

Chinese

Chinese

Chinese

For further details on our Directors and Supervisors, see the section headed “Directors,

Supervisors and Senior Management” in this Document.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

PARTIES INVOLVED IN THE [REDACTED]

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

Legal Advisers to our Company As to Hong Kong and U.S. laws

Davis Polk & Wardwell

10/F, The Hong Kong Club Building
3A Chater Road

Central

Hong Kong

As to PRC laws

Jingtian & Gongcheng
34/F, Tower 3

China Central Place

77 Jianguo Road
Beijing

PRC

Legal Advisers to the Sole Sponsor As to Hong Kong and U.S. laws
and the [REDACTED]
Latham & Watkins LLP
18th Floor, One Exchange Square
8 Connaught Road, Central
Hong Kong

As to PRC laws

DeHeng Law Offices
12th Floor, Tower B
Focus Place No. 19
Finance Street
Beijing

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

Reporting Accountants and Auditor BDO Limited
Certified Public Accountants
6th Floor
61 East Nanjing Road
New Huangpu Financial Tower
Shanghai
PRC

25th Floor, Wing On Centre
111 Connaught Road, Central
Hong Kong

Industry Consultant China Insights Industry Consultancy
Limited
10/F, Block B, Jing’an International Center
No. 88 Puji Road, Jing’an District
Shanghai
PRC

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

[REDACTED]
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CORPORATE INFORMATION

Registered Office, Headquarters and
Principal Place of Business in the PRC

Principal Place of Business in Hong Kong

Company’s Website

Company Secretary

Authorized Representatives

No. 198-1, East 2nd Road
Tongxiang High-tech City
Torch Hi-tech Zone
Xiamen, Fujian

PRC

Room 1915, 19/F
Lee Garden One
33 Hysan Avenue
Causeway Bay
Hong Kong

http://www.epiworld.com.cn/

(information contained on this website does

not form part of this Document)

Ms. Wong Wai Yee, Ella

(Chartered Secretary, Chartered
Governance Professional and fellow of both
The Hong Kong Chartered Governance
Institute and The Chartered Governance
Institute in the United Kingdom)

Room 1915, 19/F

Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

Dr. Zhao Jianhui (HHZ218)
Room 508

No. 198-1, East 2nd Road
Tongxiang High-tech City
Torch Hi-tech Zone
Xiamen, Fujian

PRC

Ms. Wong Wai Yee, Ella
Room 1915, 19/F

Lee Garden One

33 Hysan Avenue
Causeway Bay

Hong Kong
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CORPORATE INFORMATION

Audit Committee

Nomination Committee

Remuneration Committee

Strategy Committee

Principal Bank

Dr. Su Xinlong (#&##E) (Chairman)
Dr. Liao Yi (&)
Mr. Su Ping (%)

Dr. Liao Yi (B#) (Chairman)
Dr. Kang Junyong (& 5)
Ms. Pan Menghan (3% i)

Dr. Kang Junyong (& 5) (Chairman)
Dr. Liao Yi (E#%)
Dr. Su Xinlong (#£#7#E)

Dr. Zhao Jianhui (& #H#E) (Chairman)
Dr. Kang Junyong (& 5)
Dr. Su Xinlong (#&HTHE)

[REDACTED]

Industrial and Commercial Bank of China
Limited, Xiamen Siming Branch

No. 270, Lujiang Road

Siming District

Xiamen, Fujian

PRC
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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
Document were extracted from the report prepared by CIC, which was commissioned by
us, and from various official government publications and other publicly available
publications. We engaged CIC to prepare the CIC Report, an independent industry report,
in connection with the [REDACTED]. The information from official government sources
has not been independently verified by us or any other parties involved in the
[REDACTED], or any of our or their respective directors, senior management,
representatives, advisers or any other persons involved in the [REDACTED], and no

representation is given as to its accuracy.

INDUSTRY OVERVIEW OF GLOBAL POWER SEMICONDUCTOR DEVICES AND
SIC POWER SEMICONDUCTOR DEVICES

Overview of SiC Power Semiconductors

Power semiconductors, also known as power electronic devices, are essential components
in electronic systems for electrical energy conversion and circuit control. They enable precise
voltage and frequency modulation, as well as efficient conversion between AC and DC power.
By regulating energy flow and ensuring system stability through inversion, conversion, power
amplification, power switching, and circuit protection, these devices serve as the “heart” of

power electronics.

Based on materials used, power semiconductors are categorized into two primary types,
the traditional silicon semiconductors and the wide-bandgap semiconductors. The former
includes semiconductors formed by elements such as silicon (Si), while the latter consists of
compounds like silicon carbide (SiC) and gallium nitride (GaN).

Traditional silicon semiconductor devices face inherent physical limitations that prevent
them from meeting the high-performance requirements of emerging applications such as Al
computing power and data centers, smart grids, and energy storage systems. In contrast,
wide-bandgap semiconductors, represented by SiC and GaN, exhibit significant performance
advantages from the material to the device level. SiC power semiconductor devices stand out
with exceptional performance characteristics, including superior breakdown voltage, thermal
conductivity, electron saturation velocity, and radiation resistance. Compared to GaN, SiC
offers greater versatility in medium- and high-voltage applications, dominating the market for
applications above 600V and boasting a larger market size. In recent years, SiC power
semiconductor devices have become widely adopted in various industries and are expected to
play a pivotal role in the ongoing transformation of the power semiconductor industry.

—90 -



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

INDUSTRY OVERVIEW

Comparative Analysis of Major Semiconductor Materials
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Production Process of SiC Power Semiconductor Devices

SiC is currently the most mature wide-bandgap semiconductor material in terms of crystal
growth technology and device manufacturing.

The production process of SiC power semiconductor devices involves the following steps.
SiC powder undergoes crystal growth, cutting, grinding, and wafer polishing to produce SiC
substrates, on which single-crystal epitaxial materials are subsequently grown. The wafers
undergo a series of complex processes, including lithography, cleaning, etching, deposition,
thinning, packaging, and testing, to eventually form SiC power semiconductor devices.
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Production Process from SiC Raw Materials to SiC Power Semiconductor Devices
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Source: CIC

Industry Chain of SiC Power Semiconductor Device Industry

The upstream segment of the industry chain involves the preparation of SiC substrates
and SiC epitaxial wafers. As the key material in the industry chain, the quality of SiC epitaxial
wafers is crucial, and the value of the epitaxial layer manufacturing accounts for about 25% of
the entire value chain of SiC power devices. Unlike traditional silicon power semiconductor
devices, SiC power semiconductor devices cannot be directly fabricated on SiC substrates;
instead, they require the deposition of high-quality epitaxial layers on the substrates. Due to the
high technical barriers in producing high-quality SiC epitaxial wafers, their supply is relatively
limited. With global demand for SiC power semiconductor devices continues to grow,
high-quality epitaxial wafers will play an increasingly important role in the industry chain.

The midstream segment consists of SiC power semiconductor devices’ design,
manufacturing, packaging, and testing. SiC power semiconductor device manufacturers use
SiC epitaxial wafers as the base material to fabricate SiC semiconductor devices through a
complex manufacturing process. Device manufacturers are generally divided into three types:
IDM, fabless, and foundry. IDM integrates the design, manufacturing, packaging and testing of
SiC power semiconductors and other industrial chains. Fabless is only responsible for the
design and sales of SiC power semiconductors, while foundry is only responsible for
manufacturing, packaging and testing.

The downstream segment involves applications such as EVs, charging infrastructure,
renewable energy, ESS, as well as emerging industries such as home appliances, Al computing
power and data centers, smart grids, eVTOL.

Industry Chain of SiC Power Semiconductor Device Industry

’ SiC Raw Materials ‘ ‘ SiC Power Semiconductor Devices

||
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Source: CIC
Notes:
(1)  Emerging industries include home appliances, Al computing power and data centers, smart grids and eVTOL.

(2)  Others include industrial power supply, UPS, railway transportation, etc.
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Market Size of Global SiC Power Semiconductor Device Industry

The global SiC power semiconductor device market has grown remarkably from 2020 to
2024, with sales value increasing from US$0.6 billion in 2020 to US$2.6 billion in 2024 at a
CAGR of 45.4%. By 2029, the global sales value of the SiC power semiconductor device
industry is projected to reach US$13.6 billion, with a CAGR of 39.9% from 2024 to 2029. The
penetration rate of global SiC power semiconductor devices out of the global power
semiconductor market increased from 1.3% in 2020 to 4.9% in 2024, and is expected to reach
17.1% by 2029.

SiC power semiconductor devices are widely used in EVs, charging infrastructure,
renewable energy, ESS and emerging industries. The EVs sector represents the most extensive
application within this group. In 2024, SiC power semiconductor devices used in EVs
accounted for 74.4% of the global market. The charging infrastructure sector followed, with a
market share of 7.8% in 2024. The renewable energy and ESS sectors also show growth
momentum, with expected CAGRs of 28.7% and 44.1% between 2024 and 2029, respectively.
Emerging industries are expected to grow SiC power semiconductor device value at a CAGR
of 56.4% from 2024 to 2029.

Market Size of Global SiC Power Semiconductor Device Industry,
in Terms of Sales Value, by Application Area, 2020-2029E

USD Billion CAGR

2020-2024 2024-2029E

| 2% 54.4% 39.6%

I Charging Infrastructure 65.8% 44.1%

[ Renewable Energy 34.9% 28.7%

ESS 64.3% 44.1%

Emerging Industries* 30.9% 56.4%

14 — Others** 1.9% 28.8%

Total 45.4% 39.9% 13.6

12 *Note: Emerging Industries include home appliances, AI computing power and

data centers, smart grids, and eVTOL.
**Note: Others include, industrial power supply, UPS, railway transportation, etc.
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Source: Yole, CIC
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Market Drivers of Global SiC Power Semiconductor Device Industry

Driven by the rapid development of downstream applications and the continuous pursuit
of higher performance and energy-efficient power devices, the penetration rate of global SiC
power semiconductor devices is expected to increase significantly, fueling rapid market
growth. The following are key downstream drivers:

. Application in Electric Vehicles (EVs): With increasing battery capacity, driving
range, declining costs, maturation and convenience of charging infrastructure, and
growing consumer environmental awareness, the penetration rate of EVs is expected
to continue rising. Global EV sales are projected to reach 48.1 million by 2029, with
a CAGR of 21.2% from 2024 to 2029. Compared to silicon power semiconductor
devices, SiC power semiconductor devices offer significant advantages, including
lower conduction resistance, smaller chip size, higher operating frequency, and
superior high-temperature tolerance. For example, SiC MOSFET and Si MOSFET of
the same specifications show that the former reduces the conduction resistance to
1/100 of the latter, decreases the size to 1/10, and extends the driving range of
electric vehicles by 5-10%. As a result, they are widely used in key components such
as power converters, main drive inverters, onboard chargers, battery chargers,
bidirectional DC/DC converters (high voltage), and motor drives.

. Application in Charging Infrastructure: With the accelerated advancement of
global charging infrastructure, particularly the widespread adoption and upgrading
of fast and ultra-fast chargers, the penetration rate of SiC power semiconductor
devices in the charging sector is expected to continue rising. As EV electrical
systems transition from 400V to 800V architectures, the power level and power
density of power modules of chargers are also increasing to 40kW/50kW and above
to meet the demands of higher-voltage EVs. Compared to traditional silicon power
semiconductor devices, SiC power semiconductor devices can enhance the output
power of chargers by nearly 30% and reduce power losses by approximately 50%.
Additionally, the significantly lower on-resistance of SiC materials ensures that
chargers can provide a wider and higher output voltage range, catering to the
charging needs of various EV battery types. With anticipated cost reductions, the
global penetration rate of SiC in the charging infrastructure sector is projected to
reach over 30% by 2029.

. Application in Renewable Energy: SiC power semiconductor devices are used in
photovoltaic system components such as microinverters and DC/DC converters,
significantly improving system performance by enhancing energy conversion
efficiency and reducing energy loss. Global PV newly installed capacity is expected
to grow at a CAGR of 15.4% from 2024 to 2029. This will drive the sales value of
SiC power semiconductor devices in this sector to grow at a CAGR of 28.7% from
2024 to 2029.
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. Application in Energy Storage Systems (ESS): SiC technology has led the
advancement of energy storage converters toward higher capacity and modular
designs. With the rising global demand for ESS from industrial, commercial, and
residential users, energy storage batteries have become one of the most vital
components of power systems. New installed capacity for global electrochemical
energy storage is projected to grow at a CAGR of 33.4% from 2024 to 2029,
propelling the expansion of the SiC power semiconductor device market.

. Application in Emerging Industries: In Al computing power and data centers, SiC
power semiconductor devices have higher energy conversion efficiency than
traditional silicon power semiconductor devices under the same output power
conditions, allowing data center to reduce the number of power modules and
lowering operational costs. From 2024 to 2029, the global computing power
capacity is expected to grow at a CAGR of 65.0%, and global electricity
consumption of data centers is projected to exceed 2,676 TWh by 2029. In smart
grids, SiC technology is essential for advancing solid-state transformers and flexible
AC/DC transmission systems, due to its superior thermal management and
electronic properties enhancing grid efficiency and stability. It is projected that from
2024 to 2029, the sales value of SiC power semiconductor devices in the smart grid
sector will grow at a CAGR of 51.0%. SiC power semiconductor devices also hold
significant potential in home appliances. The high efficiency and compact size of
these devices enable energy savings and improved performance in home appliances,
aligning with global trends toward energy efficiency and sustainability. In the case
of eVTOL, SiC’s high thermal stability and power density support lightweight,
reliable powertrains and extended flight durations.

Market Trends of Global SiC Power Semiconductor Device Industry

. Increasing Penetration in Existing Fields and Expansion into Emerging Applications.
With advancements in manufacturing technology and cost reductions, the global demand
for SiC power semiconductor devices continues to grow, and their application scenario is
expanding rapidly. On one hand, SiC power semiconductor devices are accelerating their
penetration into application scenarios such as EVs, charging infrastructure, renewable
energy, and ESS. In the EVs sector, SiC devices significantly enhance the efficiency of
motor drive systems, extend vehicle mileage range, and reduce charging time. In the
renewable energy and ESS sector, the high energy conversion efficiency of SiC devices
reduces system losses and improves the overall efficiency of photovoltaic power
generation and energy storage systems. On the other hand, as the cost of SiC power
semiconductor devices decreases and the performance improves, SiC power
semiconductor devices also hold immense potential in emerging applications such as
home appliances, Al computing power and data centers, smart grids, and low-altitude
economy applications.
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. Technological Advancements Broaden the Voltage Range of Applications. SiC power
semiconductor devices have been used in the medium-low voltage (600V to 1,700V)
fields and some low voltage applications, such as home appliances, as well. In the future,
with the improvement of cost-effectiveness and the advancement of SiC material
technology, SiC power semiconductors are expected to realize widespread use in
low-voltage applications and expand to medium-high voltage and ultra-high voltage
applications. For example, traditional power grids are transitioning toward smart grids.
Power electronic transformers (PET), as core components of smart grids, also demand
ultra-high voltage and high-power devices.

INDUSTRY OVERVIEW OF GLOBAL SIC EPITAXIAL WAFERS

Definition of SiC Epitaxial Wafers

SiC epitaxial wafers are single-crystal SiC thin films grown on the substrate surface, with
their doping type, doping concentration, and thickness can be precisely controlled to meet the
design requirements of the devices.

Since single-crystal substrates prepared by the sublimation method cannot achieve precise
control over doping concentration and effectively reduce crystal defects, it is necessary to grow
a high-quality epitaxial layer on the substrate for device fabrication. Therefore, epitaxial
growth technology is essential in the production of SiC devices, and the quality of the epitaxial
layer drastically impacts device performance.

Business Model for SiC Epitaxial Wafer Manufacturers

Depending on whether SiC epitaxial wafer manufacturers procure substrate materials
themselves or not, their business model can be divided into two types:

. Turnkey: SiC epitaxial wafer manufacturers purchase substrates based on customer
order requirements, create the product, and deliver epitaxial wafer products. The
price and payment settlement are determined based on the full cost, including
substrates and other raw materials.

. Consign: The customer provides the substrate materials, while the SiC epitaxial
wafer manufacturers procure other auxiliary materials. After completing production
and delivering the products, the manufacturers charge the customer for epitaxial

wafer foundry services.
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Market size of Global SiC Epitaxial Wafer Industry

The sales value of the global SiC epitaxial wafer market has grown from US$0.4 billion
in 2020 to US$1.2 billion in 2024, with a CAGR of 34.7%. By 2029, the market size is
expected to reach US$5.8 billion, with a CAGR of 38.2% from 2024 to 2029.

EVs are the largest application area for SiC epitaxial wafers. By 2029, the global sales
value of SiC epitaxial wafers used in EVs is projected to reach US$3.9 billion, with a CAGR
of 37.9% from 2024 to 2029. Charging infrastructure is expected to grow at a CAGR of 43.4%
from 2024 to 2029 in terms of SiC power semiconductor device sales value. The renewable
energy and ESS sectors also show strong momentum, with CAGRs in the forecasted period
reaching 33.7% and 43.1%, respectively. Emerging industries have high growth potential, and
global sales value from SiC epitaxial wafers for them is expected to grow at a CAGR of 54.5%.

Market Size of Global SiC Epitaxial Wafer Industry®
in Terms of Sales Value, by Application Area, 2020-2029E

USD Billion CAGR
2020-2024 2024-2029E

| ) 35.9% 37.9%

I Charging Infrastructure 56.2% 43.4%

[ Renewable Energy 40.9% 33.7%

ESS 49.4% 43.1%

Emerging Industries* 26.6% 54.5%

Others** 7.1% 10.6%

Total 34.7% 38.2%

6 “Note: Emerging Industries include home appliances, Al computing power and data centers, 58

smart grids, and eVTOL.
*#Note: Others include, industrial power supply, UPS, railway transportation, eic.
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Source: Yole, CIC
Note:
(1)  The market size accounts for epitaxial wafers traded in both open market and captive market. Captive market

refers to device manufacturers with epitaxial wafer production capabilities manufacturing epitaxial wafers for
internal use.
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Market size of Global SiC Epitaxial Wafer Industry

The global SiC epitaxial wafer market has seen significant changes, especially in the sales
value generated by 6-inch epitaxial wafers. From 2020 to 2024, the sales value generated by
6-inch epitaxial wafers has increased from US$0.3 billion to US$0.8 billion, with a CAGR of
29.5%. 1t is expected to further increase to US$1.3 billion by 2029, with a CAGR of 9.4% from
2024 to 2029. Conversely, the sales value generated by 4-inch epitaxial wafers has experienced
a decline with the popularity of 6-inch epitaxial wafers, decreasing from US$49.6 million in
2020 to US$20.0 million in 2024 and further to an expected US$7.2 million by 2029.

With the maturation of technology and continuous cost reductions, the penetration rate of
8-inch SiC epitaxial wafer will increase substantially. By 2029, the sales value generated by
8-inch epitaxial wafers is expected to reach US$4.5 billion, with a CAGR of 71.9% from 2024
to 2029.

Market Size of Global SiC Epitaxial Wafer Industry™®,
in Terms of Sales Value, by Wafer Size, 2020-2029E

CAGR
USD Billion

2020-2024 2024-2029E

4rinch 20.3% -18.4%
B 6-inch 29.5% 9.4%
6 - B s-inch 186.3% 71.9% 58

Total 34.7% 38.2%

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

Source: Yole, CIC
Note:

(1)  The market size accounts for epitaxial wafers traded in both open market and captive market. Captive market
refers to device manufacturers with epitaxial wafer production capabilities manufacturing epitaxial wafers for
internal use.

From 2020 to 2024, the sales volume of global SiC epitaxial wafers has increased from
241.9 thousand pieces to 989.9 thousand pieces. Driven by technological advancements and
efficiency benefits, the sales volume of global SiC epitaxial wafers is expected to further
increase to 5,959.4 thousand pieces by 2029.

The sales volume of 6-inch SiC epitaxial wafers has increased to 822.8 thousand pieces
in 2024, with a CAGR of 44.6% from 2020 to 2024. It is expected that by 2029, the sales
volume of 6-inch SiC epitaxial wafers will reach 2,160.5 thousand pieces, with a CAGR of
21.3% from 2024 to 2029. On the other hand, the sales volume of 4-inch SiC epitaxial wafers
dropped to 29.9 thousand pieces in 2024, and it is forecasted to shrink to 14.0 thousand pieces
by 2029.

—98 —



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

INDUSTRY OVERVIEW

As the technology matures further, the commercialization of 8-inch SiC epitaxial wafers
is accelerating. The sales volume of 8-inch SiC epitaxial wafers has exhibited the most
remarkable growth, increasing from only 0.9 thousand pieces in 2020 to 137.1 thousand pieces
in 2024, with a CAGR of 254.6%. By 2029, it is expected to increase to 3,784.8 thousand
pieces, with a CAGR of 94.2% from 2024 to 2029.

Market Size of Global SiC Epitaxial Wafer Industry”,
in Terms of Sales Volume, by Wafer Size, 2020-2029E

. CAGR
Thousand unit
2020-2024 2024-2029E
5.959.4
6.000 4 4-inch -133% 14.1% 1.0,
I 6-inch 44.6% 21.3%
[ 8-inch 254.6% 94.2% soiso S
Total 42.2% 432%
4,000 H
2,105.4
2,782.1
18.2,
2,000 1,740.5
18.9, 1,576.0 3,784.8
1,258.5 =
989.9 2L L 25223
555.1 2 isof EEXY 9206
2419 520 3804 o e 75.7 822.8 1,188.0
TR 0.9 35 TCRN i+ A 351 TN 6012
PR (352 AU 3067 Z 5.3 AEN &7 315.

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

Source: Yole, CIC
Note:

(1)  The market size accounts for epitaxial wafers traded in both open market and captive market. Captive market
refers to device manufacturers with epitaxial wafer production capabilities manufacturing epitaxial wafers for
internal use.

Price Trends of Global SiC Epitaxial Wafer Industry

The price of global SiC epitaxial wafers declined between 2020 and 2024 due to
decreasing cost of raw materials, cost optimization due to technological maturity, and
expanded production capacity. With the accelerated iteration of SiC epitaxial wafer products
and rises in demand due to the swift development of downstream applications, the price decline

for SiC epitaxial wafers of the same size is expected to narrow gradually.
The price of 6-inch SiC epitaxial wafer was approximately RMB7.3 thousand per piece

in 2024 and is expected to drop to RMB4.4 thousand per piece in 2029, mainly due to price
reduction of SiC substrate.
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Global SiC Epitaxial Wafers Price Trends in the Open Market", 2020-2029E

RMB in thousand/piece

6-inch SiC substrate ——6-inch SiC epitaxial wafer

12 7114

0
2020 2021 2022 2023 2024 2025E  2026E  2027E  2028E  2029E

Source: CIC

Market Drivers of Global SiC Epitaxial Wafer Industry

. Increasing Downstream Application Demands. With the global push towards renewable
energy and electrification, SiC power semiconductor devices are becoming crucial for
enabling high-efficiency systems due to their superior thermal performance, high
breakdown voltages, low energy consumption during switching, and ability to boost
overall system efficiency. Key industries such as EVs, renewable energy and ESS are
increasingly adopting SiC power semiconductor devices to meet higher demands for
performance and energy efficiency. Furthermore, the expansion into emerging application
areas, such as home appliances, Al arithmetic and data centers, smart grids, and eVTOL,
is driving the growth of the SiC power semiconductor devices market. The global SiC
power semiconductor devices market is expected to continue growing rapidly at a CAGR
of 39.9% from 2024 to 2029. SiC epitaxial wafers, as core materials, will see their
demand grow in direct response to the increasing market demand for high-performance
SiC power semiconductor devices.

. Technological Advancements and Manufacturing Expansion. Innovations in epitaxial
growth techniques, defect reduction, and uniformity improvement are improving the
quality and yield of SiC epitaxial wafers, making them more cost-effective and reliable.
With the maturation of 6-inch SiC epitaxial wafer manufacturing processes and the
reduction in production costs, along with breakthroughs in 8-inch SiC epitaxial wafer
mass production and the acceleration of their commercialization, the market size of SiC
epitaxial wafers is experiencing rapid growth.

. Supportive Government Policies. Favorable policies, laws and regulations supporting
the development of the SiC epitaxial wafer industry have been continuously issued by
governments worldwide. In September 2023, the European Union enacted the European
Chip Act, investing over 43 billion euros to boost the European semiconductor industry.
The U.S. also issued the CHIPS and Science Act in 2022, enhancing the R&D and
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manufacturing capability through tax preference and fiscal subsidy. Meanwhile, the
government of China has launched a series of favorable policies as well. In July and
August 2023, the Ministry of Industry and Information Technology issued the
Implementation Opinions on Reliability Improvement of Manufacturing Industry and
Action Program for Stable Growth in the Electronic Information Manufacturing Industry
for 2023-2024, which emphasized the need to establish industry standards and enhance
the reliability of wide-bandgap power semiconductor devices, including SiC power
semiconductor devices. In February 2023, the State Council of the People’s Republic of
China released the Outline for Building a Quality-Strong Country, explicitly advocating
for the development of domestic material quality, stability, and applicability through
technological research and development. SiC epitaxial wafers, as the key material of
broadband semiconductors, fall under national industry policy and receive funding to

support their development in key areas.

Market Trends of Global SiC Epitaxial Wafer Industry

. Enhanced Specialization in Epitaxial Wafer Manufacturing. The SiC epitaxial wafer
market is seeing a growing number of foundries focusing exclusively on epitaxial wafer
manufacturing. Similar to tradition silicon industry, which has formed clear division of
labor after years of consolidation, the trend towards a highly specialized division of labor
is driven by the need for high-quality, application-specific wafers tailored to the
requirements of downstream industries. Specialized foundries can provide high quality
products through value chain collaboration to satisfy various demand of downstream

applications.

. The Development of 8-inch SiC Epitaxial Technology is Accelerating. For chips of the
same specifications, larger wafers reduce the proportion of edge chips and increase the
number of bare dies produced per wafer, significantly improving wafer utilization and
lowering the unit cost of chips. Taking a die with a size of 32 square millimeters as an
example, expanding the SiC epitaxial wafer from 6-inch to 8-inch can increase the wafer
area by 1.8 times, reduce the edge die ratio from 14% to 7%, and boost the number of bare
dies by 90%. Due to the mature production processes and lower costs, 6-inch SiC
epitaxial wafers will continue to have an increasing demand and hold an important
position in a medium-to-long period. As the manufacturing processes for 8-inch SiC

epitaxial wafers mature and quality improve, their adoption is expected to accelerate.

. Expanding to Wider Voltage Range Applications. With the increasing demand for
high-power, high-voltage SiC power semiconductor devices in fields such as smart grids,
rail transportation, and large-scale energy storage systems, the application scenarios for
SiC epitaxial wafers are expanding into medium-high voltage and ultra-high voltage
domains. Meanwhile, some low-voltage applications, such as home appliances, have
transferred to use SiC for higher efficiency. In the future, SiC epitaxial wafers will
increasingly focus on meeting the requirements of these devices, driving their adoption
in wider voltage range applications.
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. Rapid Development of Innovative Epitaxy Growth Technologies. The continuous
improvement of epitaxy growth technology ensures to follow the pace with the changes
of demand in various downstream applications, including higher performance
requirement and more product types. SiC superjunction devices are the next-generation
high-performance power devices. Trench filling epitaxial technology is a critical
manufacturing process for the super junction devices. This technique involves etching
trenches and refilling trenches using epitaxial process, and will promote the R&D and
industrialization process of SiC superjunction devices. In addition, composite substrate
may be the one of the low-cost solutions for SiC power devices in the future, so the
development of epitaxial technology suitable for composite substrates are of great
importance for the commercial promotion of composite substrates. This technology will
reduce the cost of SiC power devices and expand the market application of SiC power
devices.

. Declining Unit Production Costs. Driven by technology advancements, economies of
scale and supply chain optimization, the unit production cost keeps declining. The
technology advancements, especially defect control technology, enhanced the yield rates
and production efficiency. Meanwhile, the maturation of the supply chain has led to a
reduction in the prices of raw materials and equipment. Combined with the benefits of
economies of scale, the unit production cost further decreases.

COMPETITIVE OVERVIEW OF GLOBAL SIC EPITAXIAL WAFER PROVIDERS

Competitive Landscape of Global SiC epitaxial wafer providers and SiC Epitaxial
Foundries

SiC epitaxial wafer providers in the open market can be categorized into two groups,
epitaxial foundries and device manufacturers with in-house epitaxy production capability.
Epitaxial foundries focus on providing SiC epitaxial wafer and are not involved in SiC power
device manufacturing, having more capital investment on SiC epitaxial wafer and accounting
for 72.7% of the SiC epitaxial wafer open market. While device manufacturers with in-house
epitaxy production capability are able to manufacture both wafers and devices. Both epitaxial
foundries and device manufacturers with in-house epitaxy production capability in the SiC
industry should continuously engage in research and innovation and accumulate extensive

know-how to meet the diverse demands of downstream customers.
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The Company is a global leader among SiC epitaxial foundries. In 2024, the Company
ranked first globally by sales volume in open market. The ranking of the top five global SiC
epitaxial foundries in open market is presented in the table below:

Ranking of Top Five Global SiC Epitaxial Foundries,
in Terms of Sales Volume in open market, 2024V

SiC Epitaxial Wafer Sales
Ranking Company Name Volume? Market Share

(6-inch equivalent, in thousand)

1...... The Company 170 31.6%
2. .. Company A 105 19.4%
3...... Company B 96 17.8%
4...... Company C 83 15.4%
5...... Company D 37 6.9%

Source: Expert interviews, Annual reports, CIC
Notes:
(1)  The market total of the ranking is the sum of the sales volume of SiC epitaxial foundries.

Company A is a Japanese company listed in the Tokyo Stock Exchange, specializing in advanced
semiconductor materials, electronic components, and high-performance chemicals.

Company B is a company based in Hebei, China, mainly providing SiC epitaxial wafers and silicon epitaxial
wafers.

Company C is a private company based in Guangdong, China, specializing in the R&D, and production of SiC
semiconductor materials.

Company D is a private company based in Zhejiang, China, focusing on the SiC materials and GaN epitaxial
materials.

(2)  The sales volume of SiC epitaxial foundries has been converted to 6-inch equivalent and includes both Turnkey
and Consign models, excluding those for internal use. The conversion rate to 6-inch equivalent is based on the
volume of dies cut from an SiC epitaxial wafer. More specifically, an 8- inch SiC epitaxial wafer is equivalent
to approximately 1.8 pieces of 6-inch SiC epitaxial wafer.
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Comparative Analysis of Commercial Indicators of the Top Five Global SiC Epitaxial
Foundries

Leveraging its focus solely on SiC epitaxial wafer industry, the Company has gained
significant advantages in its business model and production capabilities. The Company were
the first in the world to achieve large-scale commercial supply of 8-inch SiC epitaxial wafers
and the first in China to mass-produce and commercialize a comprehensive set of 3-inch,
4-inch, 6-inch, and 8-inch SiC epitaxial wafers. The specific details are listed in the table
below:

Commercial Indicators of Top Five Global SiC Epitaxial Foundries'", 2024

Commercial Product Production Service Customization

Company Name Matrix® Efficiency® Coverage® Capability®

6-inch 8-inch

The Company v v 9 ‘ “
Company A 4 x (Y ) “ ) d
Company B v x O c O
Company C 4 X 0 “ 0
Company D 4 x D D N

Source: Expert interviews, CIC
Notes:
(@))] @—> “ indicates the relevant capability from low to high.

(2)  Commercial product refers to the delivery volume exceeding 5,000 pieces annually for each size of epitaxial
wafer.

(3)  Production efficiency is measured by the monthly produced quantity of qualified SiC epitaxial wafer per
reactor.

(4)  Service coverage is measured by the ability to provide different types of service by each company, including
turnkey, consign, etc.

(5)  Customization capability is measured by the parameters of customizable epitaxial wafer, including thickness,
doping range, etc.

Entry Barriers and Key Success Factors in the Global SiC Epitaxial Wafer Industry

. Advanced Technological Capabilities. Companies in the global SiC epitaxial wafer
industry must possess cutting-edge technological expertise, including defect control
technology, uniformity control technology, etc., which enables them to produce
innovative products to meet various demand of downstream applications. For new
entrants, achieving such a level of technological proficiency requires substantial and
continuous investment in research and development, thereby forming a significant
technological barrier to entry.
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. Advantages in Large-Size and Mass Production Capacity. Producing in large sizes and
large-scale helps secure economies of scale, improve production efficiencies, and lower
per-unit costs. This robust production capacity creates a formidable barrier to entry for
new market entrants, as it demands stringent production control and substantial
investment in manufacturing infrastructure.

. Extensive Industry Experience and Knowledge Accumulation. SiC epitaxial wafer
manufacturing is a technology-intensive process, requiring long-term R&D and
experimentation to obtain industry know-how. Deep-rooted industry experience enables
companies to foresee market trends, optimize production processes, and mitigate risks
effectively. This expertise is invaluable for driving continuous improvement and

innovation.

. Solid Customer Base and Collaborative Supply Chain: Through long-term cooperation
with leading global customers, SiC epitaxial foundries can accumulate rich industry
experience and deep insight into future trends in downstream industries, satisfying the
differentiated needs. The high cost to switch suppliers, including product evaluation,
testing and certification, has created a strong customer stickiness. Especially for
application areas with strict requirements, such as EV, etc., the verification process may

take several years, forming an invisible customer barrier as well.

. Assurance of High-quality Products. Achieving high-quality and high-consistency
products helps companies obtain a competitive edge, especially for automotive-grade
wafers. To ensure consistent high-quality SiC epitaxial wafer products, businesses must
obtain industry know-how and strictly enforce quality management processes.

. Significant Capital Investment in Production and R&D. The SiC epitaxial wafer
industry is capital-intensive, demanding substantial upfront investments for large-scale
production facility construction. To achieve cost advantages and enhance market
competitiveness, companies must allocate significant capital for upgrading production
lines from 6-inch to 8-inch wafers. Meanwhile, continuous R&D investment is essential
to advance epitaxial growth technologies, such as reducing defect densities and improving

uniformity.

SOURCES AND RELIABILITY OF INFORMATION

We commissioned CIC, a market research and consulting company founded in Hong Kong
and engaged in the provision of professional consulting services across multiple industries, to
conduct an analysis and report of the global and China’s SiC power semiconductor device
industries and epitaxial wafer industries market. We have agreed to pay a fee of RMBO0.6
million to CIC in connection with the preparation of the CIC Report. We have extracted certain
information from the CIC Report in this section, as well as in the sections headed “Summary”,
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“Risk Factors”, “Business”, “Financial Information” and elsewhere in this Document to
provide our potential [REDACTED] with a more comprehensive understanding of the industry
in which we operate. Except as otherwise stated, all data and forecasts in this section come
from the CIC Report.

The information and data collected by CIC have been analyzed, assessed and validated
using CIC’s in-house analysis models and techniques. Primary research was conducted via
interviews with key industry experts and leading industry participants. Secondary research
involved analyzing data from various publicly available data sources and various industry
associations.

The market forecasts in the CIC Report are based on the following key assumptions: (1)
the global social, economic environment is expected to remain stable during the forecast
period; (2) related key industry-driving factors are likely to continue to drive the growth of the
global and China’s SiC power semiconductor device industries and epitaxial wafer industries
market, such as technological advancements, supporting policies and increasing downstream
demand, during the forecast period and (3) there will be no extreme force majeure or
unforeseen industry regulations during the forecast period, which may have a drastic or
fundamental impact on the market.
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Information disclosed in this section is relevant PRC laws and regulations (the
“PRC Laws”) in effect which have a significant impact on the operation of our Group in
the PRC as of the date of this Document, which are subject to change in the future, but
it does not include a detailed analysis of PRC Laws related to our business activities and
operations in the PRC, or serve as all PRC Laws applicable to our operations in the PRC.

LAWS AND REGULATIONS RELATING TO COMPANY AND FOREIGN INVESTMENT

The establishment, operation and management of corporate entities in the PRC are
governed by the Company Law of the PRC ( (¥ ANRILFE A F]TE) ) (the “Company
Law”), which was promulgated by the Standing Committee of the National People’s Congress
of the PRC (the “SCNPC”) on December 29, 1993, last amended on December 29, 2023 and
implemented on July 1, 2024. Foreign invested entities are also subject to the Company Law
unless otherwise provided by the Foreign Investment Laws (as defined below). The Company
Law generally governs two types of companies, namely limited liability companies and joint
stock limited companies. Both types of companies have the status of legal persons, and the
liability of shareholders of a limited liability company or a joint stock limited company is
limited to the amount of registered capital they have contributed. The Company Law shall also
apply to foreign invested companies in form of limited liability company or joint stock limited

company.

Foreign invested entities in the PRC are also subject to the foreign investment laws and
regulations including the Foreign Investment Law of the PRC ( (¥ A RILANE S &
%) ) (the “Foreign Investment Law”), which was promulgated by the NPC and became
effective on January 1, 2020, and the Regulations on Implementing the Foreign Investment
Law of the PRC ( «H 3 A\ RILFIE S $&E H i f51) ), which were promulgated by the
State Council on December 26, 2019, and became effective on January 1, 2020. According to
the Foreign Investment Law, the PRC adopts a system of national treatment which includes a
negative list with respect to foreign investment administration. The negative list will be issued
by, amended, or released upon approval by the State Council, from time to time.

On September 6, 2024, the NDRC and the MOFCOM jointly issued the Special
Administrative Measures for Access of Foreign Investment (Negative List) (2024 Edition)
( CHNRE B E RS BV BRES it (B TS BE)(20244E0)) ) (the “Negative List”), which came
into effect on November 1, 2024. The Negative List uniformly sets forth the ownership
requirements, requirements for senior executives, and other special administrative measures for
the access of foreign investment. Fields not on the Negative List shall be administered under
the principle of equal treatment for both domestic and foreign investment. As of the Latest
Practicable Date, our business does not fall within the scope of the Negative List.

On October 26, 2022, the MOFCOM and the NDRC promulgated the Catalog of
Industries for Encouraging Foreign Investment (2022 Version) ( (EZEhSMRGH&EEEH Bk
(20224FfR)) ) (the “Encouraging Catalog”), which came into effect on January 1, 2023. The
Encouraging Catalog lists the industries that encourage foreign investment.
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Pursuant to the Measures for the Reporting of Foreign Investment Information ( {4Mp#%
G5 B #HEL) ), which was jointly promulgated by the MOFCOM and the State
Administration for Market Regulation on December 30, 2019 and became effective on
January 1, 2020, where a foreign investor carries out investment activities in PRC directly or
indirectly, the foreign investor or the foreign-invested enterprise shall submit the investment
information in a timely manner to the competent commerce department.

LAWS AND REGULATIONS RELATING TO CUSTOMS

According to the Customs Law of the PRC ( {1 #E A\ RALFNE 1 F1%) ) promulgated by
the SCNPC on January 22, 1987, last amended and implemented on April 29, 2021, unless
otherwise provided for, the declaration of imported or exported goods may be made by the
consignors or consignees, or the entrusted customs declaration enterprises. The consignee of
imported goods and the consignor of exported goods shall make an accurate declaration and
submit the import or export license and relevant papers to the Customs office for examination.

Pursuant to the Administrative Provisions on Record-Filing of Customs Declaration
Entities of the PRC ( {3 A [0 B0 v B B B M 2 A BEBLE ) ) promulgated by the
General Administration of Customs (the “GAC”) on November 19, 2021 and effective on
January 1, 2022, the consignees or consignors of imported or exported goods as well as the
customs declaration enterprises engaged in customs declaration shall carry out the record-filing
procedures with the relevant customs administrative department.

According to the Foreign Trade Law of the PRC ( (3 NRILFBEEING Fik) )
promulgated by the SCNPC on May 12, 1994 and last amended on December 30, 2022 and the
Notice by the Department of Enterprise Management and Audit-Based Control of Matters
Concerning the Recordation of the Consignees and Consignors of Imported and Exported
Goods ( ({ZEEIRFIFE A ml B HE S 0 BV B AR A B EAEHA) ) issued by the
GAC on January 3, 2023, a consignee or consignor of imported or exported goods who applies
for filing shall be qualified as a market entity and is not required to be filed as a foreign trade
business operator.

LAWS AND REGULATIONS RELATING TO FIRE SECURITY

Pursuant to the Fire Protection Law of the PRC ( {H#E ANRILFEHEE) )
promulgated by the SCNPC on April 29, 1998, last amended and implemented on April 29,
2021, for special construction projects stipulated by the Ministry of Housing and Urban-Rural
Development of the State Council, the developer shall submit the fire safety design documents
to the housing and urban-rural development authority for examination, while for construction
projects other than those special development projects, the developer shall, at the time of
applying for the construction permit or approval for work commencement report, provide the
fire safety design drawings and technical materials which satisfy the construction needs.
According to the Interim Regulations on Administration of Examination and Acceptance of
Fire Control Design of Construction Projects ( <at LFEIH By skt 5l 8 & B S M 1 THE) )
promulgated on April 1, 2020 and amended on August 21, 2023, an examination system for fire
prevention design and acceptance only applies to special construction projects, and for other
projects, a record-filing and spot check system would be applied.
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LAWS AND REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

Pursuant to the Environmental Protection Law of the PRC ( " %E A F A0 3 B 1% A1
%) ) (the “Environmental Protection Law”), which was promulgated by SCNPC on
December 26, 1989, amended on April 24, 2014 and became effective on January 1, 2015,
enterprises, institutions and other manufacturing operators shall prevent and reduce
environmental pollution and ecological damage, and shall be liable for damages caused by
them pursuant to the law. According to the Environmental Protection Law, construction
projects that have environmental impact shall be subject to environmental impact assessment.

Environment Impact Assessment

On October 28, 2002, the SCNPC promulgated the Environmental Impact Assessment
Law of the PRC ( {(HFIEANRILFMBEIBIEFEFMEIL) ) (the “Environmental Impact
Assessment Law”), which was latest amended on December 29, 2018. According to the
Environmental Impact Assessment Law, the State implements classified management of
environmental impact assessments for construction projects based on the degree of
environmental impact of such projects.

Pursuant to the Interim Measures for Environmental Protection Acceptance of Completed
Construction Projects ( (atJHH % TIRBEIRERICE 1T H15) ) effective as of November
20, 2017 and the Regulations on the Administration Construction Project Environmental
Protection ( (Ea¢IHHIRBETREEHEAH]) ), which was revised on July 16, 2017 and
implemented on October 1, 2017, after the completion of a construction project for which an
environmental impact report or an environmental impact report form is required, the
construction entity shall, according to standards and procedures prescribed by the
environmental protection administrative authorities, conduct environmental protection
completion acceptance check and compile an acceptance check report. A construction project
for which an environmental impact report or an environmental impact report form is required
shall not be put into production or use until the environmental protection completion
acceptance check has been passed.

According to the Environmental Impact Assessment Law, where a construction entity
commenced construction prior to submission of the environmental impact report and
environmental impact statement of the construction project or prior to resubmission of the
environmental impact report and environmental impact statement, the ecological environment
authorities at the county level or above shall order it to stop the construction, impose a fine of
not less than 1% but not more than 5% of the overall investment amount for such construction
project according to the seriousness and consequences of such violations, and order it to restore
to the original status; and the person-in-charge and responsible personnel of the construction
project shall be liable to administrative sanctions in accordance with laws.
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Pollutant Discharge Permit

Pursuant to the Law on the Prevention and Control of Environmental Pollution Caused by
Solid Waste of the PRC ( (3 A RIS [E #5515 Y BRBE B i67%) ), which  was
promulgated by the SCNPC in 1995 and was latest amended on April 29, 2020, entities
generating hazardous waste shall store, utilise and dispose hazardous waste according to the
relevant requirements of the state and environmental protection standards, and shall not dump
or pile up hazardous waste without authorisation. Furthermore, it is forbidden to entrust
hazardous waste to entities without a permit for disposal, or else the competent ecological and
environmental authorities shall order it to make rectification, impose fines, confiscate illegal
gains, and in serious circumstance, order it to suspend business or close down upon the
approval of government authorities.

Pursuant to the provisions of the Regulation on the Administration of Permitting of
Pollutant Discharges ( (PEV5#FAIE M) ) promulgated on January 24, 2021 and
implemented on March 1, 2021, as well as the Measures for Pollutant Discharge Permitting
Administration ( (PEV5FFAIEHHFL) ) promulgated on January 10, 2018, last amended and
implemented on July 1, 2024, the administration on pollutant discharge units is divided into
key management and simplified management pursuant to the amount of pollutant caused and
discharged and the impact on the environment. Their review, decision and information
disclosure of pollutant discharge licenses shall be handled through the national pollutant
discharge license management information platform. The pollutant discharge license is valid
for 5 years and the discharging units should apply for renewal 60 days before the expiry for
continues pollutant discharge. In case of violations of the regulations regarding pollutant
discharge permits, the environmental protection authorities have the right to order to make
corrections, restrict production, suspend production for rectification, and suspend business and
close down, and impose a fine. If a crime is constituted, it shall be investigated for criminal
liabilities in accordance with the law.

According to the Catalog of Classified Administration of Pollutant Discharge License for
Stationary Pollution Sources (2019 Version) ( <[& & 75 YR PETS FF ] S H 4 #£(20194F
M)) ) issued by the Ministry of Ecology and Environment on December 20, 2019, key
management, simplified management and registration management of pollutant discharge
permits are implemented according to factors such as the amount of pollutants generated, the
amount of emissions, the degree of impact on the environment, etc., and only pollutant
discharge entities that implement registration management do not need to apply for a pollutant
discharge permit.

According to the Regulation on Urban Drainage and Sewage Treatment ( {JREHHE/K HLi5
JKIEFEE) ), which was promulgated by the State Council on October 2, 2013, and
implemented on January 1, 2014, as well as the Measures for the Administration of Permits for
Discharging Urban Sewage into the Drainage Pipeline ( {JREE75 /K PEAPEKE 47 nl 45 HLHF
%) ), which was promulgated by the Ministry of Housing and Urban-Rural Development on
January 22, 2015, and last amended and implemented on February 1, 2023, enterprises,
institutions and individually-owned businesses engaging in industry, construction, food and
beverage, medical service and other activities which discharge sewage into urban drainage
facilities shall apply to the competent urban drainage authorities for a permit for sewage
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discharge into the drainage pipe network (Drainage Permit). Discharging sewage into urban
drainage facilities without obtaining a Drainage Permit shall be ordered by the relevant urban
drainage authority to suspend illegal activities, take remedial measures within a time limit,
re-apply the Drainage Permit, and may impose a fine of less than RMB500,000.

LAWS AND REGULATIONS ON PRODUCT QUALITY

According to the Product Quality Law of the PRC ( {1 #E A\ RALFIE & B &15) ) (the
“Product Quality Law”) promulgated on February 22, 1993 and amended on July 8, 2000,
August 27, 2009 and December 29, 2018 by the SCNPC, producers and sellers shall establish
a sound internal product quality control system, strictly adhere to a job responsibility system
in relation to quality standards and quality liabilities, and implement corresponding
examination and inspection measures. The forgery or imitation of quality marks such as
certification marks is prohibited; falsifying the place of origin of product, and falsifying or
imitating the name or address of another factory is prohibited; adulteration of, or mixing of
improper elements with products under manufacturing or on sale, passing off the sham as the
genuine or passing off the inferior as the superior is prohibited. Any manufacturer or seller who
violates the Product Quality Law may be subject to (i) administrative penalties, including
suspension of production or sale, ordered correction of illegal activities, confiscation of
products subject to illegal production or sale, imposition of fines, confiscation of illegal gains
and, in severe cases, revocation of business license; and (ii) criminal liabilities if the illegal
activity constitutes a crime.

LAWS AND REGULATIONS ON WORK SAFETY

According to the Work Safety Law of the PRC ( (" ¥ A\ RALANE 4247 %) ), which
was promulgated by the SCNPC on June 29, 2002 and was latest amended in June 10, 2021,
entities that engage in production and business operation activities in PRC shall set up and
perfect the responsibility system for work safety, improve the conditions for work safety,
strengthen the education and training on work safety for employees, provide articles of labor
protection that meet the national standards or industrial standards for their employees, and
perform the obligations related to work safety as stipulated by the Work Safety Law of the PRC
and other laws and regulations.

HAZARDOUS CHEMICALS

The Regulation on the Safety Administration of Hazardous Chemicals ( {f&FR{bE %
AEIGA]) ), which was promulgated by the State Council and latest amended in 2013,
stipulates that enterprises using hazardous chemicals shall, in accordance with the types and
hazard characteristics of the used hazardous chemicals as well as the amount and mode of use,
establish and perfect the safety administration regulations and safety operating rules for the use
of hazardous chemicals so as to guarantee the safe use of hazardous chemicals, and shall
comply with the provisions of laws and regulations regarding the storage hazardous chemicals.
Enterprise fails to comply with such regulatory requirements shall be ordered to rectify, to
suspend business operations, be imposed fines, or even has its permits or business license be
revoked by the relevant government authorities.
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LAWS AND REGULATIONS ON LAND, PLANNING AND PROJECT CONSTRUCTION
Land

According to the Land Administration Law of the PRC ( {3 A\ RALFNE] - M A5 3 L) )
promulgated by the SCNPC on June 25, 1986 and latest amended on August 26, 2019, and the
Regulations for the Implementation of the Land Administration Law of the PRC ( {13 A [&
LA A A BRI B 1) ) promulgated by the State Council on December 27, 1998 and
latest revised on July 2, 2021, the land in the PRC is either State-owned or collectively owned.
Except for land which is legally owned by the State or has been expropriated as State-owned
according to law, all of the land is collectively owned. The State-owned land use rights may
be used by third parties through grant, allocation, lease, capital contribution and other forms.
Third parties who have obtained the State-owned land use rights may legally use, profit from
and dispose of the State-owned land use rights within the statutory term of use and scope of
planned uses.

Planning

According to the Urban and Rural Planning Law of the PRC ( {3 A BN ] Ik AR AR
#%) ) promulgated by the SCNPC on October 28, 2007 and latest amended on April 23,
2019, if the construction of buildings, structures, roads, pipelines and other projects is carried
out in the planned area of a city or a town, the construction entity or individual shall apply to
the competent authority of urban and rural planning of the people’s government of the city or
county or the people’s government of the town as determined by the people’s government of
the province, autonomous region or municipality directly under the Central Government for a
construction project planning permit.

Project Construction

According to the Construction Law of the PRC ( CrpEE N RILA B AR )
promulgated by the SCNPC on November 1, 1997 and amended on April 23, 2019, prior to the
commencement of construction work, the construction entity shall apply to the competent
construction administrative authority of the people’s government at or above the county level
where the project is located for a construction permit in accordance with the relevant
provisions of the State, except for small-scale projects under the quota as determined by the
construction administrative authority under the State Council. A construction project shall be
delivered for use only after it has passed the acceptance examination. A construction project
shall not be delivered for use without conducting or passing the acceptance examination.
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LAWS AND REGULATIONS RELATING TO INTELLECTUAL PROPERTY RIGHTS
Trademarks

Pursuant to the Trademark Law of the PRC ( {3 A\ R ILFNEH B4 ) ) promulgated by
the SCNPC on August 23, 1982, last amended on April 23, 2019 and implemented on
November 1, 2019, and the Implementation Provisions of the Trademark Law of the PRC ( (Hp
#e N\ RSN B P AR IR E M5 91) ) promulgated by the State Council on August 3, 2002, last
amended on April 29, 2014 and implemented on May 1, 2014, registered trademarks in the PRC
include commodity trademarks, service trademarks, collective trademarks and certification
trademarks. The Trademark Office of China National Intellectual Property Administration
handles trademark registrations and grants a term of ten years to registered trademarks, and
another ten years if requested upon expiry of the first or any renewed ten-year term.

Patents

According to the Patent Law of the PRC ( {H'# A\ [RALANFH I F]EE) ) promulgated by
the SCNPC on March 12, 1984, and latest amended on October 17, 2020 and came into effect
on June 1, 2021 and the Implementation Rules of the Patent Law of the PRC ( {13 A\ R 3
A EAFFEE AN ), promulgated by the State Council and latest amended on December
11, 2023 and came into effect on January 20, 2024, there are three types of patents in the PRC,
which are invention patents, utility model patents and design patents. The protection period of
a patent right for invention patents shall be 20 years, the protection period of a patent right for
utility model patents shall be 10 years, and the protection period of design patent right is 15
years, both commencing from the filing date.

Software Registration

Pursuant to the Regulation on Computer Software Protection ( {FTHE HEHEF LR FEM ) )
promulgated on June 4, 1991 by the State Council and last amended on January 30, 2013 and
the Measures for the Registration of Computer Software Copyright ( {FHHE M E/EREERC
#E%) ) promulgated on April 6, 1992 and last amended by the National Copyright
Administration on July 1, 2004, the National Copyright Administration is mainly responsible
for the registration and management of software copyright in China and recognizes the China
Copyright Protection Center as the software registration organization. The China Copyright
Protection Center shall grant certificates of registration to computer software copyright
applicants in compliance with the regulations of the Measures for the Registration of Computer
Software Copyright and the Regulation on Computers Software Protection.

Domain Names

Pursuant to the Administrative Measures of Internet Domain Names ( {54910 4 & 1
#E:) ) promulgated on August 24, 2017 and implemented on November 1, 2017 by the
Ministry of Industry and Information Technology, the Ministry of Industry and Information

Technology is the major regulatory body for national domain name services. The principle of
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“first-to-file” is adopted for domain name services The applicant of domain name registration
shall provide the agency of domain name registration with the true, accurate and complete
information about the domain name holder’s identity for the registration purpose. Upon
completion of the domain name registration, the applicant will become the holder of such
registered domain names.

LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE

According to the Regulations on Foreign Exchange Administration of the PRC ( {13 A
BN B 1 i 5 B 5]) ) promulgated by the State Council on January 29, 1996, last
amended and implemented on August 5, 2008, RMB is freely convertible into other currencies
for current accounts such as trade-related income and expenses and payments of interest and
dividends. While for capital items such as direct equity investment, loan and divestment, the
conversion of RMB into other currencies and the remittance of the converted foreign currencies
outside China shall be subject to prior approval of the SAFE or its local branches.

Pursuant to the Circular of the SAFE on Further Improving and Adjusting Foreign
Exchange Administration Policies for Direct Investment ( [ 5 71 i & £ J&) B i 4 — 25 fij{L Fn
Pl A A AN E A FEBOR (38 1) ), which was issued by the SAFE on February 13, 2015,
implemented on June 1, 2015 and partially abolished on December 30, 2019, banks shall, on
behalf of SAFE, directly examine and handle foreign exchange registration under domestic
direct investment and overseas direct investment, and SAFE and its branches shall exercise
indirect supervision over foreign exchange registration of direct investment through banks.

The Circular of the SAFE on Reforming the Management Approach Regarding the
Settlement of Foreign Exchange Capital of Foreign-invested Enterprises ( Bl K4 MEE R B
RSB B A SE AN A B A TR I 7 A0 ) (the “Circular 19”), issued by the
SAFE on March 30, 2015, last amended and became effective on March 23, 2023, allows
foreign-invested enterprises to make equity investments by using RMB fund converted from
foreign exchange capital. Under the Circular 19, the foreign exchange capital in the capital
account of foreign-invested enterprises upon the confirmation of rights and interests of
monetary contribution by the local foreign exchange bureau (or the book-entry registration of
monetary contribution by the banks) can be settled at the banks based on the actual operation
needs of the enterprises. The proportion of discretionary settlement of foreign exchange capital
of foreign-invested enterprises is currently 100%. SAFE can adjust such proportion in due time
based on the circumstances of the international balance of payments. Furthermore, the Circular
19 and the Circular of the SAFE on Reforming and Regulating Policies on the Management of
the Settlement of Foreign Exchange of Capital Accounts ( <[5 5 71 & £ J5y BH 7 pig 4 R A
ATH H &5 S BEEUCR Y4 AT ) (the “Circular 16”) which was issued by the SAFE on June 9,
2016, last amended and implemented on December 4, 2023, stipulate that foreign-invested
enterprises shall not use the RMB funds obtained from foreign exchange capital for payment
outside of the business scope of the enterprises, investment in securities or financial schemes
other than wealth management products and structured deposits with risk rating results not
higher than Level 2, granting loans to non-connected enterprises or constructing or purchasing
real estate that is not for self-use.
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The Circular of the SAFE on Further Promoting the Facilitation of Cross-border Trade
and Investment ( <[B KA F R BE A #E— A AR sE S 5 1 5 & @ RIL B9%8%0) ) which was
issued by the SAFE on October 23, 2019, last amended and implemented on December 4, 2023,
cancelled restrictions on the domestic equity investment by non-investment foreign-invested
enterprises with their capital funds. The non-investment foreign-invested enterprises shall be
allowed to use capital funds for domestic equity investment in accordance with the laws under
the premise of not violating the Negative List and the authenticity and compliance of their
domestic invested projects.

According to the Circular of the SAFE on Optimizing Administration of Foreign
Exchange to Support the Development of Foreign-related Business ( €[5 41 S $HJ5) B i (2
L HNHEAS H1 3 P AN 2E RS BE R (38 1) ) issued by the SAFE on April 10, 2020, eligible
enterprises are allowed to make domestic payments by using their income under capital
accounts, such as capital funds, foreign debts and the proceeds from overseas listing, without
submitting the evidentiary materials concerning authenticity of such capital for banks in
advance; provided that their capital use is authentic and in line with provisions, and in
compliance with the prevailing administrative regulations on the use of income under capital
accounts. The bank in charge shall conduct spot checks in accordance with the relevant
requirements.

Pursuant to the Circular of the SAFE on Relevant Issues Concerning the Administration
of Foreign Exchange for Overseas Listing ( B/ B R B A 52 40 b 7 21 S BEAT B o it
A3 A1) ) issued by the SAFE on December 26, 2014 and as amended by the Circular 16, the
domestic companies shall register the overseas listing with the foreign exchange control bureau
located at its registered address in 15 working days after completion of the overseas listing and
issuance. The funds raised by the domestic companies through overseas listing may be
repatriated to China or deposited overseas, provided that the intended use of the fund shall be
consistent with the contents of the document and other public disclosure documents.

LAWS AND REGULATIONS RELATING TO TAX
Enterprise Income Tax

Pursuant to the EIT Law promulgated by the SCNPC on March 16, 2007 and last amended
and implemented on December 29, 2018, and the Regulations on the Implementation of the
Enterprise Income Tax Law of the PRC ( (H#E A R ALAE > 3 S BUL E B ) (the
“Regulations on the EIT Law”) promulgated by the State Council on December 6, 2007, last
amended on December 6, 2024, and implemented on January 20, 2025, a domestic enterprise
which is established within the PRC in accordance with the laws or established in accordance
with any laws of foreign countries (regions) but with an actual management entity within the
PRC shall be regarded as a resident enterprise. A resident enterprise shall be subject to an EIT
of 25% of any income generated within or outside the PRC. A preferential EIT rate shall be
applicable to any key industry or project which is supported or encouraged by the State. High
and new technology enterprises which are supported by the State may enjoy a reduced EIT rate
of 15%.
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VAT

Pursuant to the Provisional Regulations on the VAT of the PRC ( 3 A R A0 B 14 (B
BB 17#491) ) promulgated by the State Council, last amended and implemented on November
19, 2017, and the Detailed Implementing Rules of the Provisional Regulations on the VAT of
the PRC ( (P N RILANE IS (EB AT UG EEAM ) ) promulgated by the MOF on
December 15, 1993, last amended on October 28, 2011 and implemented on November 1, 2011
(collectively, the “VAT Law”), all taxpayers selling goods, providing processing, repairing or
replacement services, sales of services, intangible assets and immovable assets and importing
goods within the PRC shall pay the VAT. Unless provided otherwise, for general the VAT
taxpayers selling services and intangible assets, the VAT is 6%.

The Notice of the MOF and the STA on Adjusting the VAT ( (HABGH ~ B ZB# 445 B
AR (ERLBIR 48 KN) ), which was promulgated by the MOF and the STA on April 4,
2018 and came into effect on May 1, 2018, adjusts the applicable rate of the VAT and stipulates
that for a taxpayer who engages in a taxable sales activity for the VAT purpose or importation
of goods, the previous applicable tax rates of 17.0% and 11.0% would be adjusted to 16.0% and
10.0%, respectively.

According to the Announcement on Relevant Policies for Deepening the VAT Reform
( CBAREACEERI MR A BEOR A1) ) promulgated by the MOF and the STA and the
GAC on March 20,2019 and effective from April 1, 2019, the VAT rates of 16% and 10% on
sales, imported goods shall be adjusted to 13% and 9%, respectively.

Tax on Dividends
Individual Investors

According to the Individual Income Tax Law of the PRC ( {13 A R 3:A0 B A P 158t
i%£) ) (the “IIT Law”), which was latest amended on August 31, 2018 and its implementation
rules, for individual income including interest, dividend and bonus, individual income tax with
applicable proportional tax rate of 20% shall be paid. Unless otherwise provided by the
competent financial and taxation authorities under the State Council, all the interest, dividend
and bonus are deemed as derived from the PRC whether the payment place is in the PRC.
According to the Circular on Certain Issues Concerning the Policies of Individual Income Tax
( CBARAMEAFTSBE TECOR M ERYEA) ) promulgated on May 13, 1994, overseas
individuals are exempted from the individual income tax for dividends or bonuses received
from foreign-invested enterprises.
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Enterprise Investors

The principal laws, rules and regulations governing dividend distributions by foreign-
invested enterprises in the PRC are the Company Law and the Foreign Investment Law and its
Implementing Regulations. Under these requirements, foreign-invested enterprises may pay
dividends only out of their accumulated profit, if any, as determined in accordance with PRC
accounting standards and regulations. When the PRC Company distributes the after-tax profits
of the current year, it shall allocate 10% of the profits into the statutory reserve fund. If the
accumulated amount of the statutory reserve fund reaches 50% of the registered capital, the
Company is released from the obligation of withholding statutory reserve fund. Where the
statutory common reserve fund of the company is not sufficient to recover its losses in the
previous years, the profits of the current year shall be used to make up the loss before the
withdrawal of the statutory common reserve fund in accordance with the above provisions.
After making allocation to the statutory provident fund of the Company from its after-tax
profits, the Company may, subject to resolutions adopted at the general meeting, also allocate
funds from the after-tax profits to the discretionary provident fund. The residual after-tax
profits after a company has made up its losses and accrued reserve can be distributed by the
company in proportion to the shares held by its shareholders, except as otherwise provided for
in the company’s articles of association. The company shall not distribute any profits in respect
of the shares held by it.

In accordance with the EIT Law and its implementation rules, a uniform enterprise
income tax rate of 25% is imposed on all resident enterprises in China, including foreign-
invested enterprises; a non-PRC resident enterprise is generally subject to enterprise income
tax at a rate of 10% on PRC-sourced income (including dividends received from a PRC resident
enterprise that issues shares in Hong Kong), if it does not have an establishment or premise in
the PRC or has an establishment or premise in the PRC but its PRC-sourced income has no real
connection with such establishment or premise. The aforesaid income tax payable for non-PRC
resident enterprises is deducted at source, where the payer of the income is required to
withhold the income tax from the amount to be paid to the non-resident enterprise when such
payment is made or due.

The Circular on Issues relating to the Withholding of Enterprise Income Tax by PRC
Resident Enterprises on Dividends Paid to Overseas Non-PRC Resident Enterprise
Shareholders of H Shares ( B A B J& R A2 10 52 HMH B FE Ja R A 6 B ARk 88 A S A0 A48
SEFTISBA B ERY4EA1) ), which was issued by the SAT on November 6, 2008, further
clarifies that a PRC resident enterprise must withhold enterprise income tax at a rate of 10%
on the dividends distributed to overseas non-PRC resident enterprise shareholders of H Shares
in 2008 and any subsequent year. In addition, the Response to Questions on Levying Enterprise
Income Tax on Dividends Derived by Non-PRC Resident Enterprise from Holding Stock such
as B Shares ( CEIZEBLHAEBT I o B AR SE AT B IS R 1 B Bl b 26 BT A5 B R A 41t
) ), which was issued by the SAT on July 24, 2009, further provides that any PRC resident
enterprise whose shares are listed on overseas stock exchanges must withhold and remit
enterprise income tax at a rate of 10% on dividends distributed to overseas non-PRC resident
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enterprise shareholders of H Shares in 2008 and any subsequent year. Such tax rates may be
further modified pursuant to the tax treaty or agreement that China has entered into with a
relevant country or area, where applicable.

Pursuant to the Arrangement between the Mainland and the Hong Kong Special
Administrative Region on the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion (AT A d8 7 1A 7 818 ) 72 36 P - £ B EE OB AN BT LI B 22 F) ), which
was signed on August 21, 2006, the PRC regulatory authorities may levy taxes on the dividends
paid by a Chinese company to Hong Kong residents (including natural persons and legal
entities) in an amount not exceeding 10% of the total dividends payable by the Chinese
company. If a Hong Kong resident directly holds 25% or more of the equity interest in a
Chinese company, then such tax shall not exceed 5% of the total dividends payable by the
Chinese company. The Fifth Protocol of the Arrangement between the Mainland of China and
the Hong Kong Special Administrative Region on the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion ( €A1 FN 7 i 5 I A7 8 I B i 36 o 45 2kt O 8 = 0R0 AN 97 1 A
i) ZHE) 6 Hik 2 ), which came into effect on December 6, 2019, added a criterion for the
qualification of entitlement to enjoy treaty benefits. Although there may be other provisions
under the Arrangement, the treaty benefits under the criteria shall not be granted in the
circumstance where the main purposes for the arrangement or transactions which will bring any
direct or indirect benefits under this Arrangement, after taking into account all relevant facts
and conditions, are reasonably deemed to be obtaining such benefits, except when the grant of
such benefits under such circumstance is consistent with relevant objective and goal under the
Arrangement. The application of the dividend clause of tax agreements is subject to the
statutory requirements of PRC tax law documents, such as the Notice of the SAT on the Issues
Concerning the Enforcement of the Dividend Clauses of Tax Treaties ( <[ ZH155 48 R B A 31
TR & i B KA A R R R A ) ).

Non-PRC resident investors residing in jurisdictions which have entered into treaties or
adjustments for the avoidance of double taxation with the PRC might be entitled to a reduction
of the PRC enterprise income tax imposed on the dividends received from PRC companies. The
PRC currently has entered into avoidance of double taxation treaties or arrangements with
Hong Kong, Macau, and a number of countries and regions including Australia, Canada,
France, Germany, Japan, Malaysia, the Netherlands, Singapore, the United Kingdom and the
United States. Non-PRC resident enterprises entitled to preferential tax rates in accordance
with the relevant taxation treaties or arrangements are required to apply to the PRC tax
authorities for a refund of the enterprise income tax in excess of the agreed tax rate, and the
refund application is subject to approval by the PRC tax authorities.
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LAWS AND REGULATIONS RELATING TO EMPLOYMENT AND SOCIAL SECURITY
Labour Contract

Pursuant to the Labour Law of the PRC ( (H1# A\ [RILFNE 55 8)E) ) promulgated by the
SCNPC on July 5, 1994 and last amended and implemented on December 29, 2018, the Labour
Contract Law of the PRC ( {3 A RILFNE55H) 5 [F#%) ) promulgated by the SCNPC on
June 29, 2007, last amended on December 28, 2012 and implemented on July 1, 2013 and the
Implementation Regulations of the Labour Contract Law of the PRC ( {132 A R A2 45 5)
BFEEVH]) ) promulgated and implemented by the State Council on September 18,
2008, an employer shall establish and improve labour rules and regulations according to the
laws, and shall strictly comply with the national standards, provide relevant training to its
employees, protect their labour rights and perform its labour obligations. If an employer
establishes labour relationship with an employee, they should enter into a written labour
contract. Labour contracts shall be categorised into fixed-term labour contract, unfixed-term
labour contract and labour contract for the completion of certain work assignments. The wages
payable by an employer to its employees shall not be less than local minimum wage. In
addition, an employer must establish and improve the labour safety and health system,
stringently implement national protocols and standards on labour safety and health, conduct
labour safety and health education for employees, so as to prevent accidents in the labour
process and reduce occupational hazards.

Social Insurance

According to the Social Insurance Law of the PRC ( (3N R4 E R EE) ),
promulgated by the SCNPC on October 28, 2010 and last amended and implemented on
December 29, 2018, and the Provisional Regulations on Collection and Payment of Social
Insurance Premiums ( (Fh& ORERE ST 170 61) ), promulgated by the State Council on
January 22, 1999 and last amended and implemented on March 24, 2019, an employer is
required to make contributions to social insurance schemes for its employees, including basic
pension insurance, basic medical insurance, unemployment insurance, maternity insurance and
work-related injury insurance. If the employer fails to make social insurance contributions in
full and on time, the social insurance authorities may demand the employer make payments or
supplementary payments for the unpaid social insurance premium within a prescribed time
limit together with a 0.05% surcharge of the unpaid social insurance premium from the due
date. If the payment is not made within such time limit, the relevant administrative authorities
will impose a fine ranging from one to three times the total outstanding amount.

Housing Provident Fund

According to the Regulations on the Administration of Housing Provident Fund ( {f£/3
ISTEAEHAWA]) ) promulgated by the State Council on April 3, 1994 and last amended and
implemented on March 24, 2019, employers are required to make contributions to housing
provident funds for their employees. Any entity fails to make payment of housing provident
fund within the time limit or has shortfall in payment of housing provident fund will be ordered
to make the payment or makeup the shortfall within the prescribed time limit, otherwise, the
housing provident management center is entitled to apply for compulsory enforcement with the
People’s Court.
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LAWS AND REGULATIONS RELATING TO OVERSEAS LISTING

On February 17, 2023, with the approval of the State Council, the CSRC promulgated the
Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic
Companies ( (FEAMEIRIMEITRESM L EHEITHNEL) ) (the “Trial Measures”) and
five relevant guidelines, which came into force on March 31, 2023. According to the Trial
Measures, (i) PRC domestic companies that seek to offer or list securities overseas, both
directly and indirectly, should fulfill the filing procedure and submit relevant information to
the CSRC; if a domestic company fails to complete the filing procedure or conceals any
material fact or falsifies any major content in its filing documents, it may be subject to
administrative penalties, such as order to rectify, warnings and fines, and its controlling
shareholders, de facto controllers, the person directly in charge and other directly liable
persons may also be subject to administrative penalties, such as warnings and fines; (ii) direct
overseas offering and listing by domestic companies refers to the overseas offering and listing
of the companies limited by shares registered and established in the PRC; and (iii) any
companies limited by shares registered and established in the PRC are required to file with the
CSRC within three business days after their application document of overseas listing is
submitted. Failure to complete the filing under the Trial Measures may subject a PRC domestic
company to a rectification order issued by the CSRC, warnings, and a fine of RMB1 million
to RMB10 million.

Besides, domestic companies seeking to overseas offering and listing shall strictly
comply with the laws, administrative regulations and relevant provisions of the PRC regulatory
authorities on foreign investment, State-owned asset management, industry regulation,
overseas investment, cybersecurity, data security, etc., shall not disrupt domestic market order,
and shall not harm national interests, public interests and the legitimate rights and interests of
domestic investors. A domestic company that conducts overseas offering and listing shall (i)
formulate its articles of association, improve its internal control system and standardize its
corporate governance, financial affairs and accounting activities in accordance with the PRC
Company Law, the PRC Accounting Law and other PRC laws, administrative regulations and
applicable provisions; (ii) abide by the legal system of the PRC on confidentiality and take
necessary measures to fulfil its confidentiality responsibility, shall not divulge any state secret
or the work secrets of state organs, and shall also comply with laws, administrative regulations
and the relevant provisions of the PRC if it is involved in the overseas provision of personal
information and important data. In addition, the Trial Measures also list out the circumstances
where overseas offering and listing is explicitly prohibited, including: (i) such securities
offering and listing is explicitly prohibited by specific PRC laws and regulations; (ii) that
constitutes a threat to or endangers national security; (iii) the PRC domestic company, or its
controlling shareholder(s) and de facto controller(s), have committed relevant crimes such as
corruption, bribery, misappropriation of property or undermining the order of the socialist
market economy during the last three years; (iv) the domestic company is currently under
investigations for alleged criminal offenses or major violations of laws and regulations, and no
conclusion has yet been made thereof; or (v) there are material ownership disputes over the
equity held by the controlling shareholder(s) or by other shareholder(s) that are controlled by
the controlling shareholder(s) and/or de facto controller(s).
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The CSRC and other three relevant government authorities jointly promulgated the
Provisions on Strengthening the Confidentiality and Archives Administration of Overseas
Securities Offering and Listing by Domestic Companies (B A 5@ 358 A b SE 5T S M1 7176 75 F
A B PR AR R TR TAERIRRE ) ) (the “Provision on Confidentiality”) on February 24,
2023, and came into effect on March 31, 2023. Pursuant to the Provision on Confidentiality,
when a domestic company provides or publicly discloses the documents and materials
involving state secrets and working secrets of state organs to the relevant securities companies,
securities service institutions, overseas regulatory authorities and other entities and
individuals, or provides or publicly discloses such the documents and materials through its
overseas listing subjects, it shall report to the competent department with the examination and
approval authority for approval, and file with the same level secrecy administration
department. Domestic companies providing accounting archives or copies thereof to entities
and individuals such as securities companies, securities service institutions and overseas
regulatory authorities shall perform the relevant procedures according to relevant regulations.
The working papers formed within the territory of the PRC by the securities companies and
securities service institutions that provide related services for the overseas offering and listing
of domestic enterprises shall be kept within the territory of the PRC. Cross-border transferring
of such working papers shall go through the examination and approval formalities in
accordance with the relevant regulations.

LAWS AND REGULATIONS RELATING TO FULL CIRCULATION OF H SHARES

On November 14, 2019, CSRC promulgated the Guidance for the Application for the
“Full Circulation” of the Domestic Unlisted Shares of H-share Companies ( (HBZA AR A&
A RS R SERFE5]) ) (the “Guidance”), which came into effect on the same day
and further amended on August 10, 2023. According to the Guidance, shareholders of domestic
unlisted shares may determine by themselves through consultation the amount and proportion
of shares, for which an application will be filed for circulation, provided that the requirements
laid down in the relevant laws and regulations and set out in the policies for state-owned asset
administration, foreign investment and industry regulation are met, and the corresponding
H-share listed company may be entrusted to file with the CSRC. An unlisted domestic joint
stock company may file with the CSRC for “full circulation” at the time of its initial public
offering and listing overseas. After domestic unlisted shares are listed and circulated on the
Stock Exchange, they may not be transferred back to China.
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OVERVIEW

Tracing back to 2011, our Company was founded by Dr. Zhao, a leading scientist in the
SiC-related field. Under the leadership of Dr. Zhao, after more than a decade of development,
we have now become a global leader and pioneer in the silicon carbide (SiC) epitaxy industry.
According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by
annual sales volume. In 2024, our market share in the global SiC epitaxy wafer market
exceeded 30%.

MILESTONES

The following is a summary of our key business development milestones since the
commencement of our business:

Time Milestone

2011 ...l Our Company was established in Xiamen, Fujian

2012 ... We began to supply 4-inch SiC epitaxial wafers to global customers
2014 ... ... We began to supply 6-inch SiC epitaxial wafers to global customers
2015 ... We developed BPD-free technology

2016 .......... We developed the technology to suppress stacking faults (IGSFs) in

SiC epitaxy

2019 ... Our new 6-inch SiC epitaxy production site started operation

2021 ... We achieved a revenue exceeding RMB100 million and became
profitable

2022 ... We recorded a revenue exceeding RMB400 million and net profit

exceeding RMB100 million

2023 ... We became the world’s largest SiC epitaxial foundry by annual
sales volume

We led the writing and establishment of the world’s first and only
SEMI standard for SiC epitaxy, titled SEMI M092-0423
Specification for 4H-SiC Homo-epitaxial Wafer

We began to supply 8-inch SiC epitaxial wafers to global customers

2024 ... We completed our [REDACTED] financing with funds raised of
more than RMBI1 billion
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OUR SUBSIDIARY

On May 31, 2024, Epiworld Materials was established in the PRC with limited liability
and has been primarily engaged in the production process and sales of silicon carbide (4H-SiC)
epitaxial wafers. There has been no change of shareholding in Epiworld Materials since its
establishment and up to the date of this Document.

MAJOR SHAREHOLDING CHANGES IN THE COMPANY

On March 31, 2011, our Company was established as a limited liability company in the
PRC with an initial registered capital of RMB142,180,000, which was full paid up by May
2011. Upon establishment, our Company was owned by Dr. Zhao as to 50% and Xiamen
Taicheng Group Co., Ltd. (EFIZ4EE A FRAF]), an Independent Third Party, as to the
remaining 50%. By October 2013, shares of our Company were held by Dr. Zhao, Mr. Tang
Xiuhao (#%75%), an Independent Third Party, Xike Zhongheng and Mr. Li Qinghua (Z=EFE)
as to 46.47%, 33.5%, 15.89% and 4.14%, respectively. Mr. Li Qinghua (ZB#¥£) is our former
Director and a cousin of Dr. Zhao, and Xike Zhongheng is our substantial shareholder under
the Listing Rules.

As one of our early stage business partners and in view of our business prospects, Mr.
Zhang Minghua (5&P13E£), an Independent Third Party, acquired 1.97% of the total issued share
capital of our Company in December 2014 at a total consideration of RMB10 million by way
of capital injection. In recognition of his long-term commitment to our business cooperation,
Dr. Zhao transferred 0.25% of the shares in the share capital of our Company to Mr. Zhang
Minghua at nil consideration in January 2020. As of the date of this Document, Mr. Zhang
Minhua holds 1.4886% of the shares in the share capital of our Company. In May 2016, Mr.
Chen Yinfei (F# 7€), our former Director, acquired 2.56% of the shares in the share capital
of our Company at a consideration of RMB20 million by way of capital injection. In addition,
Mr. Li Qinghua (ZFBF#E) further invested in our Company by way of equity transfer from one
of our [REDACTED] Investors at a consideration of RMB113.52 million in January 2021 and
his shareholding in our Company was increased to 7.69% by then.

After years of development, on May 25, 2023, our Company was converted into a joint
stock company with limited liability and our registered share capital was increased to RMB360
million. Before and after the conversion, we completed several rounds of [REDACTED]
Investments through capital injection and equity transfers between our [REDACTED]
Investors. For details, please refer to “— [REDACTED] Investments” below.

ACQUISITIONS, MERGERS AND DISPOSALS

Throughout the Track Record Period and up to the Latest Practicable Date, we did not
conduct any acquisitions, mergers or disposals.
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EMPLOYEE SHAREHOLDING PLATFORM

In recognition of the contributions of our employees and to incentivize them to further
promote our development, Epiworld Core was established as our employee shareholding
platform in the PRC in December 2020. As of the Latest Practicable Date, all of the share
awards under the platform have been granted and vested, and as a result, the grantees held the
partnership interest in our employee shareholding platform, subject to terms and conditions of
our share incentive scheme. As of the Latest Practicable Date, there is no outstanding options
or share awards under our share incentive scheme.

There are 23 limited partners in Epiworld Core as of the Latest Practicable Date and Mr.
Chen Zhenhe (Bf#ik#1), who is interested in Epiworld Core as to approximately 1.50% and the
brother-in-law of Dr. Zhao, has been the general partner of Epiworld Core since its
establishment. As of the Latest Practicable Date, Dr. Feng Gan (&), Dr. Sun Yonggiang ({#
7K i), Mr. Peng Xinghua (32#13E) and Dr. Hong Tu (#tf#), all being members of our senior
management, are interested in Epiworld Core as limited partners as to approximately 53.23%,
7.51%, 5.01% and 3.13%, respectively. In addition, Mr. Qian Weining (#f# %) and Mr. Li
Kaixi (ZFJl47), being our Supervisors, are interested in Epiworld Core as limited partners as
to approximately 3.01% and 2.25%, respectively. Save as disclosed above, there are no
connected persons who are interested in Epiworld Core.
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Other Principal Terms of the [REDACTED] Investments

Basis of determination of the
valuation and consideration . .. ...

Lock-up period . ................

Use of proceeds from the
[REDACTED] Investments . . .. ..

Strategic benefits to our Company
brought by the [REDACTED]
Investors . .......... ... .....

The considerations for each round of the
[REDACTED] Investments were determined based
on arm’s length negotiations amongst the
[REDACTED] Investors and our Group, as
applicable after taking into consideration of the
timing of the investments, our valuation when the
investment agreement was entered into, the operation
of our business, the financial performance of our
Group, and the prospects of our business.

Pursuant to PRC Company Law, Shares issued by our
Company prior to the [REDACTED] (including
those held by the [REDACTED] Investors) will be
subject to a lock-up period of one year from the
[REDACTED].

We have utilized the proceeds from the
[REDACTED] Investments for the principal
business of our Group, including but not limited to
research and development activities, the growth and
expansion of our Company’s business and general
working capital purposes. As of the Latest Practicable
Date, more than 80% of the funds raised from the
[REDACTED] Investments have been utilized.

At the time of the relevant [REDACTED]
Investments, our Directors were of the view that our
Group could benefit from the additional funds
provided by the [REDACTED] Investments in our
Group and the knowledge and experience of the
[REDACTED] Investors in the semiconductor
industry. The [REDACTED] Investments
demonstrated  the [REDACTED] Investors’
confidence in the operation and development of our
Group.

Special Rights of the [REDACTED] Investors

The [REDACTED] Investors were granted certain special rights, including but not

limited to redemption rights, information rights, inspection rights, pre-emptive rights, and
anti-dilution rights. All existing special rights will be terminated upon the [REDACTED] with
the redemption rights terminated before the first filing of the [REDACTED].
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Sole Sponsor’s Confirmation

On the basis that (i) the consideration for the [REDACTED] Investments was settled
more than 28 clear days before the first filing of the [REDACTED] by our Company with the
Stock Exchange, and (ii) the existing special rights granted to the [REDACTED] Investors as
disclosed in “— Special Rights of the [REDACTED] Investors” will be terminated upon the
[REDACTED] with the redemption rights terminated before the first filing of the
[REDACTED], the Sole Sponsor confirms that the [REDACTED] Investments are in
compliance with the [REDACTED] Investment Guidance in Chapter 4.2 of the Guide for New
Listing Applicants issued by the Stock Exchange.

Information of the [REDACTED] Investors

Set forth below are details for each of our [REDACTED] Investors with a shareholding
of more than 1% as of the date of this Document. To the best knowledge of our Company and
save as disclosed below, all of our [REDACTED] Investors are Independent Third Parties.

Xike Zhongheng

Xike Zhongheng is a limited partnership established in the PRC on January 7, 2013,
principally engaged in the investments in high-tech industries. The general partner of Xike
Zhongheng is Mr. Su Ping (#%°1"), our non-executive Director, who holds 27.53% of the
partnership interests therein as the ultimate beneficial owner.

There are 21 limited partners in Xike Zhongheng, amongst which i) Ms. Bai Liting ([
RE1E), our executive Director, ii) Su Ning (#%%), the sister of Mr. Su Ping (#%°F), and iii) Qiu
Rui (EBiE), the sister-in-law of Mr. Su Ping, respectively hold 3.78%, 13.24% and 0.59% of
partnership interests therein. All other limited partners of Xike Zhongheng are individual
investors and Independent Third Parties.

Xincheng Zhongchuang

Xincheng Zhongchuang is a limited partnership established in the PRC on July 24, 2017.
The general partner of Xincheng Zhongchuang is Xu Xiyun (#F % ), the spouse of Li Qinghua
(ZFBEFE). Ms. Xu is also the largest ultimate beneficial owner in Xincheng Zhongchuang,
holding 22.19% of partnership interests therein. There are 20 limited partners in Xincheng
Zhongchuang who are mostly individual investors, amongst which, Ms. Bai Liting ([ RE#5),
our executive Director and Qian Leidan (8875 J}), the spouse of the sister of Mr. Su Ping (%%
°F-), our non-executive Director, is respectively interested in 13.21% and 6.31% of partnership
interests therein. Save as disclosed above, the aforementioned entities and individuals are all
Independent Third Parties.
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Hubble Technology

Hubble Technology, formerly known as Hubble Technology Investment Co., Ltd. ("4 ZhF}
FAHEA PR/ is a limited liability company established in the PRC on April 23, 2019.
Hubble Technology is a venture capital institution wholly-owned by Huawei Investment &
Holding Co., Ltd. (¥ S & MAFR /A F]), a company focusing on investments in technology
and information technology application innovation.

Xiamen Hongyuan, Xiamen Spark and Xiamen Hongxing

Xiamen Hongyuan, Xiamen Spark and Xiamen Hongxing are all limited partnerships
established in the PRC on April 13, 2017, July 9, 2018, and June 4, 2019, respectively. They
are all managed by Shenzhen Zhongnan Hongyuan Private Equity Venture Capital Fund
Management Co., Ltd. (EIIHEILELSAIZERERSEEHAMRAF)  (“Shenzhen
Hongyuan”) who holds 2.37%, 9.57% and 1% of partnership interests in Xiamen Hongyuan,
Xiamen Spark and Xiamen Hongxing, respectively. Except for Huang Weimiao (F # ) who
holds 98% of partnership interests in Xiamen Hongxing, none of the other ultimate beneficial
owners of each of Xiamen Hongyuan, Xiamen Spark or Xiamen Hongxing holds more than
20% of partnership interests therein. Shenzhen Hongyuan is indirectly owned as to 83.33% by
Xiamen Zhongnan Hongyuan Investment Partnership (Limited Partnership) (J& - gaA% %
EHBAFEARER)) who is in turn managed and owned as to 60% by Huang Weimiao as
its general partner and largest ultimate beneficial owner. All of the aforementioned entities and
individuals are Independent Third Parties.

Hainan Zhentai

Hainan Zhentai is a limited partnership established in the PRC on May 14, 2020. The
general partner is Lin Jianxin (FRE#7) who also holds 99.97% of partnership interests therein.
The remaining 0.03% is held by Zhu Yuejin (KEE#E). Both Lin Jianxin and Zhu Yuejin are
Independent Third Parties.

China Resources Microelectronics

China Resources Microelectronics is a company ultimately controlled by China
Resources Microelectronics Limited (FE{H 74 R/ 7)), a company listed on the Shanghai
Stock Exchange (stock code: 688396.sh, also formerly listed on the Stock Exchange, stock
code: 0597.hk). It is mainly engaged in producing and distributing open foundries, integrated
circuits, discrete devices, and other related products.

Huangshan Saifu

Huangshan Saifu is a limited partnership established in the PRC on January 5, 2018. Its
general partner is Huangshan Saifu Fund Management Co., Ltd. (3111 & & E A REE
/v #]). Huangshan Saifu is an investment fund focusing on technology, culture and tourism and
innovative platform and ultimately controlled by Mr. Andrew Y. Yan (f#%) who is the
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representative of the managing partner of Tianjin Saifu Shengyuan Investment Management
Center (Limited Partnership) (KEEE B CHEEHHLARE)). Mr. Andrew Y. Yan
(B #%) is an Independent Third Party. The remaining partnership interests are held by three
other limited partners, including i) Shenzhen Jinsheng Shuoheng Venture Capital Center (L.P.)
(Y& REEGEREP OHRAY)) a private equity investment company ultimately
controlled by Mr. Li Ye (Z=#), an Independent Third Party, as to 40%, ii) Bank of China Asset
Management Co., Ltd (HF#R&EEE A R/AH]), a company controlled by Bank of China
Limited, a company listed on the Shanghai Stock Exchange and the Stock Exchange (stock
code: 601988.sh and 03988.hk), as to 35% and iii) Huangshan Tourism Development Co., Ltd.
(o 1) iR 0 3 i 9345 BR 2 ) (stock code: 600054.sh), a company listed on the Shanghai Stock
Exchange and ultimately controlled by Huangshan City Local Financial Supervision and
Administration Bureau (#1177 4 Bl B E R as to 24%.

Puyuan Pengyuan

Puyuan Pengyuan is a limited partnership established in the PRC on April 25, 2018. The
general partner is Lin Canhuang (#%%) who also holds 52.27% of partnership interests
therein. None of the other five limited partners holds more than 25% of partnership interests
in Puyuan Pengyuan. All of Lin Canhuang and the limited partners are Independent Third
Parties.

Ningbo Fuchi

Ningbo Fuchi is a limited partnership established in the PRC on December 19, 2018. Its
general partner is Zhang Lingyi (5% %%) and there are six limited partners in Ningbo Fuchi
with Chen Yufan (Pf5 L) holding 53.71% partnership interests. None of the other limited
partners holds more than 25% of the partnership interests in Ningbo Fuchi. Zhang Lingyi and
all limited partners are our Independent Third Parties.

Xiamen Jushenghua

Xiamen Jushenghua is a limited partnership established in the PRC on September 5, 2019.
Its general partner is Lin Chaojun (#f##2) who holds 75.44% of partnership interests therein.
The other two limited partners of Xiamen Jushenghua are Luo Chunquan (%% /&) and Zheng
Zhenkuan (¥#RT), who hold 23.33% and 1.23% partnership interests respectively. The
aforesaid individuals are all Independent Third Parties.

Shanghai Tianli

Shanghai Tianli is a limited partnership established in the PRC on August 30, 2019, and
is principally engaged in investment focusing on semi-conductor sector. Shanghai Tianli’s
general partner and largest ultimate beneficial owner is Lianyungang Carbon Silicon No. 1
Venture Capital Partnership Enterprise (Limited Partnership) G W IREY — 98BI E R E S B4
¥(AMREH)) (“Lianyungang Carbon Silicon”) which holds 47.28% of partnership interests
therein. The other two limited partners in Shanghai Tianli are Chongqing Carbon Silicon No.
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2 Enterprise Management Center (Limited Partnership) (H By — 98 EE IO (ARRA
%)) (“Chongqing Carbon Silicon”) and Gongqingcheng Tianxing Xinfei Venture Capital
Partnership (Limited Partnership GEF RIS R ERE G B REAREY))
(“Gonggingcheng Tianxing”), which hold 44.68% and 8.03% partnership interests
respectively. Both Lianyungang Carbon Silicon and Chongqing Carbon Silicon are managed by
Shanghai Hongjing Private Equity Fund Management Co., Ltd. (¥ R A S RE S E A R A
F]), which is ultimately controlled by Chen Junhua (PR# #%), an Independent Third Party.
Gonggingcheng Tianxing is managed by Shanghai Tianxing Weishi Private Equity Fund
Management Company Limited (i KRB A7 L5258 HLA FRZA 7)), which is controlled by
Bai Ge (I17X), an Independent Third Party. All of the ultimate beneficial owners of each of
Lianyungang Carbon Silicon, Chongqing Carbon Silicon and Gongqingcheng Tianxiao are
individuals who are our Independent Third Parties.

Huiyou Chuangjia

Huiyou Chuangjia is a limited partnership established in the PRC on May 31, 2017. Its
general partner is Shenzhen Huiyou Private Equity Fund Management Co., Ltd (¥R H A FA
SERERL & A PR/ F]), a limited liability company controlled by Yang Longzhong (##E
). Mr. Yang is also the second largest ultimate beneficial owner in Huiyou Chuangjia, holding
28.41% of partnership interests therein. The largest limited partner of Huiyou Chuangjia is
Yingfu Taike National Emerging Industry Venture Investment Guidance Fund (L.P.) (& & % 5.
B 50 L s 2R 2R R G PR RS (A PR G %)) which holds 31.82% of partnership interests and
is under the control of Yingfu Taike Venture Capital Company Limited (& & # il 2 EH
FR/ZyF]), a private equity investment company with assets under management of more than
RMB7 billion. All of the aforementioned entities, individuals and other ultimate beneficial
owners of Huiyou Chuangjia are all Independent Third Parties.

Dangfeng Technology

Dangfeng Technology is a limited liability company established in the PRC on November
21, 2014 and is owned as to 64.05% by Xiamen Dangfeng Investment Management Co., Ltd.
(&Pl M E A FE A PR F]), which is in turn owned as to 55% by Wang Yucai (£ & 4") and
as to 45% Mr. Wang Yaoyi (FE#EZ), both being our Independent Third Parties. None of the
other ultimate beneficial owners of Dangfeng Technology is interested in it as to more than

20%, who are also our Independent Third Parties.
Xiamen Hi-Tech Investment and Torch Capital

Xiamen Hi-Tech Investment and Torch Capital are companies established in the PRC on
March 11, 2013 and April 5, 2004, respectively. Xiamen Hi-Tech Investment is wholly owned
by Xiamen High Tech Entrepreneurship Center Co., Ltd. (J& " &8 i @12 H.0F FRA 7).
Xiamen High Tech Entrepreneurship Center Co., Ltd. (& & ili 813 LA BRA F) and
Torch Capital are both wholly owned by Xiamen Torch Group Co., Ltd. (& Ak E A EA R A
Hl).
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Chantou Juxiang Xinhan, Xiamen Gongrong Industry, Xiamen Chantou Gongrong and
ICBC Investment

Chantou Juxiang Xinhan, Xiamen Gongrong Industry and Xiamen Chantou Gongrong are
limited partnerships established in the PRC on December 20, 2024, December 16, 2024, and
December 16, 2024 respectively. The general partner of Chantou Juxiang Xinhan is Xiamen
Production Investment Xinyuan Technology Investment Co., Ltd. (J& "] 7= #&5r B FH7 1% & A R
v F]) (“Xinyuan Technology”), a company wholly owned by Xiamen Industrial Investment
Co., Ltd. (&M ¥ EH R ) (“Xiamen Chantou™) which is indirectly wholly owned
by Xiamen Municipal Finance Bureau (/& "] B E{J5). Except for Xiamen Chantou, Xiamen
Xiang’an Investment Promotion Group Co., Ltd. (J& i %48 r 45 B A FR A F]) and Xiamen
Torch Industry Equity Investment Management Co., Ltd. (J& " A ERRER G A TR
A]) each holding 27.78% of partnership interests in Chantou Juxiang Xinhan and Fujian
Leading Industrial Equity Investment Fund Partnership (Limited Partnership) (ff #3 5E 85 i 3 %
HERERE AP EEEREY)) holding 16.67% of partnership interests in Chantou Juxiang
Xinhan, none of the limited partners holds more than 30% of partnership interests in Chantou
Juxiang Xinhan. The general partners of Xiamen Gongrong Industry and Xiamen Chantou
Gongrong are Xinyuan Technology and ICBC Capital Management Co., Ltd. (L8R EAREHA
FR7Z>F]), a company wholly owned by ICBC Investment, who is also one of our [REDACTED]
Investor. None of the limited partners is interested in Xiamen Gongrong Industry as to more
than 30% and all of them are Independent Third Parties which are state-owned entities or under
the control of ICBC Investment. ICBC Investment is interested in Xiamen Chantou Gongrong
as to 69.95% as a limited partner and all of the other limited partners of Xiamen Chantou
Gongrong are Independent Third Parties which are state-owned entities or under the control of
ICBC Investment.

ICBC Investment is a company with limited liability established in the PRC. It is wholly
owned by Industrial and Commercial Bank of China Limited (4Bl T $R1TAD A FRAF]), a
company listed on the Shanghai Stock Exchange (stock code: 601398.sh) and also on the Stock
Exchange (Stock code: 01398.hk).

LISTING ATTEMPT

We submitted our A share listing application to the Shanghai Stock Exchange in
December 2023 and based on our latest corporate development strategies, we terminated our
A share listing application in June 2024. Considering a [REDACTED] on the Stock Exchange
would (a) provide our Company with an international platform to promote our market
awareness worldwide, (b) gain access to international capital and optimize our capital
structure, and (c) further raise our market profile and help us to attract international talents, we
commenced our H share [REDACTED] preparation. Our Directors confirm that, to their best
knowledge, there are no other material matters relating to the A share listing attempt that would
affect the Company’s suitability for [REDACTED] on the Stock Exchange and are necessary
to be disclosed in this Document for [REDACTED] to form an informed assessment of our
Company.
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CAPITALIZATION

Our Company [has applied] for H-share full circulation to convert certain Unlisted Shares
into H Shares after the [REDACTED]. The conversion of Unlisted Shares into H Shares will
involve an aggregate of [REDACTED] Unlisted Shares, representing approximately
[REDACTED]% of the total issued share capital of the Company as of the Latest Practicable

Date.

The table below is a summary of the capitalization of our Company as of the Latest
Practicable Date and upon completion of the [REDACTED] (assuming the [REDACTED] is
not exercised and the conversion of Unlisted Shares into H Shares):

Approximate Approximate
Number of percentage of percentage of
Unlisted Number of shareholding shareholding
Shares H Shares in the in the
held upon held upon Company as of Company upon
completion completion Number of the Latest completion
of the of the Shares held Practicable of the
Name of Shareholder [REDACTED] [REDACTED] in total Date [REDACTED]
Dr. Zhao. . . ............ [REDACTED] [REDACTED] 118,984,956 29.44% [REDACTED]%
Xike Zhongheng'” . .. ... .. [REDACTED] [REDACTED] 56,749,358 14.04% [REDACTED]%
Li Qinghua (ZBE#) ... .. .. [REDACTED] [REDACTED] 27,019,903 6.69% [REDACTED]%
Xincheng Zhongchuang . . . .. [REDACTED] [REDACTED] 16,503,914 4.08% [REDACTED]%
Hubble Technology”. . . . . .. [REDACTED] [REDACTED] 16,292,350 4.03% [REDACTED]%
Xiamen Hongyuan" . . . .. .. [REDACTED] [REDACTED] 16,106,360 3.99% [REDACTED]%
Xiamen Spark™ . . ... ... .. [REDACTED] [REDACTED] 2,034,697 0.50% [REDACTED]%
Xiamen Hongxing“) ....... [REDACTED] [REDACTED] 150,568 0.04% [REDACTED]%
Epiworld Core . . . ... ... .. [REDACTED] [REDACTED] 15,968,888 3.95% [REDACTED]%
Hainan Zhentai® . .. ... ... [REDACTED] [REDACTED] 15,481,611 3.83% [REDACTED]%
China Resources
Microelectronics'” . . . . . .. [REDACTED] [REDACTED] 10,861,566 2.69% [REDACTED]%
Huangshan Saifu™ ... ... .. [REDACTED] [REDACTED] 10,861,566 2.69% [REDACTED]%
Puyuan Pengyuan”. . . .. . .. [REDACTED] [REDACTED] 9,807,526 2.43% [REDACTED]%
Chen Yinfei (FRE). .. .. .. [REDACTED] [REDACTED] 9,527,146 2.36% [REDACTED]%
Ningbo Fuchi” ... .. ... .. [REDACTED] [REDACTED] 9,503,871 2.35% [REDACTED]%
Xiamen Jushenghua” . .. . .. [REDACTED] [REDACTED] 6,788,479 1.68% [REDACTED]|%
Shanghai TianliV . . . ... ... [REDACTED] [REDACTED] 6,787,150 1.68% [REDACTED]%
Zhang Minghua (5&¥%) . ... [REDACTED] [REDACTED] 6,015,215 1.49% [REDACTED]%
Huiyou Chuangjia” .. ... .. [REDACTED] [REDACTED] 5,430,783 1.34% [REDACTED]%
Dangfeng Technology”® . . .. [REDACTED] [REDACTED] 4,768,336 1.18% [REDACTED]%
Xiamen Hi-Tech Investment” . [REDACTED] [REDACTED] 3,810,858 0.94% [REDACTED]%
Torch Capital® . ... ... ... [REDACTED] [REDACTED] 2,381,872 0.59% [REDACTED]%
Chantou Juxiang Xinhan” ... [REDACTED] [REDACTED] 2,778,751 0.69% [REDACTED]%
Xiamen Gongrong Industry“). . [REDACTED] [REDACTED] 3,087,501 0.76% [REDACTED]%
Xiamen Chantou Gongrong“). . [REDACTED] [REDACTED] 3,087,501 0.76% [REDACTED]%
ICBC Investment™ . . ... ... [REDACTED] [REDACTED] 6,946,878 1.72% [REDACTED]%
Ningbo Qiaowang(z) ........ [REDACTED] [REDACTED] 2,381,701 0.59% [REDACTED]%
Jiangyin Yinrun® . .. ... ... [REDACTED] [REDACTED] 980,736 0.24% [REDACTED]%
Huzhou Runxu® .. ....... [REDACTED] [REDACTED] 478,739 0.12% [REDACTED]%
Saifu Jinzuan ... ........ [REDACTED] [REDACTED] 2,715,391 0.67% [REDACTED]%
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Approximate Approximate

Number of percentage of  percentage of
Unlisted Number of shareholding shareholding
Shares H Shares in the in the
held upon held upon Company as of Company upon
completion completion Number of the Latest completion
of the of the Shares held Practicable of the

Name of Shareholder [REDACTED] [REDACTED] in total Date [REDACTED]
Liaoning Haitong . . .. ... .. [REDACTED] [REDACTED] 1,887,453 0.47% [REDACTED]%
Hefei Tiancheng .. ....... [REDACTED] [REDACTED] 1,800,000 0.45% [REDACTED]%
Qingda Runyu . . . ........ [REDACTED] [REDACTED] 1,282,501 0.32% [REDACTED]%
Qingda Xinsheng ... ...... [REDACTED] [REDACTED] 1,005,114 0.25% [REDACTED]%
Shanghai Zhezhong . ... ... [REDACTED] [REDACTED] 1,258,302 0.31% [REDACTED]|%
Dongzheng Ruikun . .. ... .. [REDACTED] [REDACTED] 840,630 0.21% [REDACTED]|%
Ningbo Fuwurong ... ... .. [REDACTED] [REDACTED] 476,357 0.12% [REDACTED]|%
Jiadong Wuyuan .. ....... [REDACTED] [REDACTED] 476,357 0.12% [REDACTED]|%
Shanghai Minshenshi . ... .. [REDACTED] [REDACTED] 463,125 0.11% [REDACTED]%
Huajin Mingjiade®™ . . . ... .. [REDACTED] [REDACTED] 154,375 0.04% [REDACTED]%
Huajin Yuxing® . ... ... ... [REDACTED] [REDACTED] 154,375 0.04% [REDACTED]%
[REDACTED]. .. ... ..... [REDACTED] [REDACTED] [REDACTED] - [REDACTED]%
Total . .. .............. [REDACTED] [REDACTED] [REDACTED] 100% 100%

(I)  Please see “— [REDACTED] Investments — Information of the [REDACTED] Investors” in this section for
details.

(2)  Ningbo Qiaowang, Huzhou Runxu and Jiangyin Yinrun are all managed by Yinrun (Shanghai) Private Equity
Fund Management Co., Ltd. (fﬁ‘(lﬁ(i@)ﬁ%ﬁﬁ%@ﬁﬁﬁ@ ).

(3)  Huajin Mingjiade and Huajin Yuxing are both managed by Ningbo Huajin Weiran Private Equity Fund
S B A . 5 B A FRA ),

Management Co., Ltd. (%2

(4)  To the best knowledge of the Company, as of the Latest Practicable Date, there are ongoing disputes and legal
proceeding between Dangfeng Technology and Zhu Xiaomin (4[#), an Independent Third Party, as to the
shareholding of Dangfeng Technology in our Company. In 2024, Zhu Xiaomin brought a legal action against
Dangfeng Technology and the Company, pursuant to which he alleged that Dangfeng Technology held certain
Shares in our Company on trust for him, representing approximately 0.12% of our total issued share capital
as of the Latest Practicable Date. As of the Latest Practicable Date, such legal action is still ongoing and has
not yet been settled. Considering (i) as confirmed by our PRC Legal Adviser, our Company will not be subject
to any cash or share payment obligations as a result of such legal proceeding, and (ii) the Shares in dispute
only account for 0.12% of our total issued share capital as of the Latest Practicable Date, which have no control
or influence in the daily operation of our Company, our Directors are of the view that the dispute will not have
a material adverse impact on the financial position and daily operation of the Company.

PUBLIC FLOAT

Following the conversion of Unlisted Shares into H Shares and upon completion of the
[REDACTED] (assuming that the [REDACTED] is not exercised), (i) Dr. Zhao, our Single
Largest Shareholder and executive Director, and (ii) Xike Zhongheng, our substantial
shareholder, will be deemed as our core connected persons and a total of [REDACTED] Shares
held by them, representing [REDACTED]% of our total issued Shares, will not be counted
towards the public float.

To the best knowledge of our Directors, upon the completion of the [REDACTED] and
the conversion of Unlisted Shares into H Shares, [REDACTED] H Shares are expected to be
held by our existing Shareholders who are not our core connected persons, which will be
counted towards the public float.
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Based on the above, it is expected that immediately following completion of the
[REDACTED] (assuming that the [REDACTED] is not exercised), the total number of
[REDACTED] H Shares held by the [REDACTED] represents approximately
[REDACTED]% of our total issued Shares upon [REDACTED].

We have applied to the Stock Exchange to request the Stock Exchange to exercise its
discretion under Rule 8.08(1)(d) of the Listing Rules, and the Stock Exchange [has granted] our
Company a waiver from strict compliance with the requirements of Rule 8.08(1)(a) of the
Listing Rules. For details, see “[REDACTED]”.

SHAREHOLDING AND CORPORATE STRUCTURE IMMEDIATELY PRIOR TO THE
COMPLETION OF THE [REDACTED]

The following chart sets forth our Group’s simplified shareholding and corporate
structure immediately prior to the completion of the [REDACTED]:

Dr. Zhao Xike Zhongheng Epiworld Core™” Other [REDACTED] Investors
29.44% 14.04% 3.95% 52.57%
A 4
Our Company
100%
A 4
Epiworld Materials
Note:
(1)  Please see “— Employee Shareholding Platform” in this section for details.

SHAREHOLDING AND CORPORATE STRUCTURE IMMEDIATELY AFTER THE
COMPLETION OF THE [REDACTED]

The following chart sets forth our Group’s simplified shareholding and corporate
structure immediately after the completion of the [REDACTED] (assuming the
[REDACTED] is not exercised):

Dr. Zhao | Xike Zhongheng | Epiworld Core'” | Other [REDACTED] Investors Other [REDACTED] Shareholders
[REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]%
v
Our Company
100%
v
Epiworld Materials
Note:
(1)  Please see notes under “— Shareholding and Corporate Structure Immediately Prior to the Completion of the

[REDACTED]” in this section for details.
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OVERVIEW
Who we are
We are a global leader and pioneer in the silicon carbide (SiC) epitaxy industry.

According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by
annual sales volume, with a market share exceeding 30% in 2024.

Market Leadership
Largest
World’s largest SiC epitaxial foundry' SiC epitaxial wafers delivered during the Track
Record Period
First
in the commercialization of 8-inch SiC Choice of world’s top power
epitaxial wafer in the open market? device providers*
Leader
of setting industry standards? of RMB143.4m, RMB121.9m, and RMB166.4m
in 2022, 2023 and 2024, respectively®
Notes:
1. According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by annual sales volume.
2. We were the first in the world to achieve large-scale commercial supply of 8-inch SiC epitaxial wafers,
according to CIC.
3. We led the writing and establishment of the world’s first and only Semiconductor Equipment and Materials
International (SEMI) industry standard for SiC epitaxy.
4. Four of the world’s top five SiC power device providers and seven of the top ten power device providers, by

volume, are our customers, according to CIC.

5. In addition, we recorded adjusted net profits (non-IFRS measure) of RMB171.9 million, RMB378.1 million
and RMB320.7 million in 2022, 2023 and 2024, respectively.

We pride ourselves in developing industry-leading SiC epitaxy technology. Our
commitment to high product quality and substantial production capacity enables us to capture
significant market share. We were the first in the world to achieve large-scale commercial
supply of 8-inch SiC epitaxial wafers and the first in China to commercialize and mass-produce
3-inch, 4-inch, 6-inch, and 8-inch SiC epitaxial wafers. We led the writing and establishment
of the world’s first and only Semiconductor Equipment and Materials International (SEMI)
industry standard for SiC epitaxy. In 2024, our cumulative sales—combining sales under
Turnkey and Consign models—exceeded 164,000 SiC epitaxial wafers. During the Track
Record Period, we have delivered a total of over 450,000 SiC epitaxial wafers.
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We serve a diverse and loyal customer base and have established a distinguished
reputation. During the Track Record Period, we had 110 customers. Our customers included
four of the world’s top five SiC power device providers and seven of the top ten power device
providers, according to CIC. SiC power devices fabricated using our epitaxial wafers exhibit
exceptional performance in high-temperature and high-power use and are widely applied in
sectors such as EVs, ultrafast charging stations, ESS, power supply, data centers, and are
entering into next generation home appliances, high-speed rail transit, electric ships, and
low-altitude aviation applications. Our extensive technical expertise, large production capacity,
exceptional quality assurance, consistent delivery, and reliable customer services have earned
us long-term recognition and loyalty from customers. These qualities not only strengthen
customer retention but also provide us with unique growth opportunities.

Our founder, Dr. Zhao Jianhui, is a leading scientist in the SiC-related field, with over 35
years of dedicated R&D experience in SiC technology development. He is the first scientist
elected as an IEEE Fellow based on significant contributions to the R&D and application of
SiC technologies. The expertise of Dr. Zhao and our R&D team formed the core of our
technological competitiveness. We successfully developed a proprietary platform for SiC
epitaxy, covering the entire epitaxial growth process, including pre-growth preparation,
epitaxial growth, cleaning, and inspection.

Among SiC epitaxial foundries worldwide, we achieved outstanding performance in
terms of product quality, yield rates and consistency. According to CIC, our products lead the
industry in key performance metrics for SiC epitaxial products, including epitaxial thickness,
doping concentration, epitaxial defect and yield rates. For example, for our Consign service
provided to a leading global SiC device manufacturer, the yield rate of our epitaxial wafer
products achieved an impressive 99%. Our success is also demonstrated by our profitability
and cash flow in the Track Record Period. In 2024, our revenue, adjusted net profit (non-IFRS
measure) and operating cash flow reached RMB974.3 million, RMB320.7 million and
RMB640.6 million, respectively, ranking among the highest in the industry, according to CIC.
Our strong financial performances position us strongly within a competitive market, enabling
us to promptly seize opportunities and mitigate risks.

Industry tailwinds and our opportunities

Amid the global wave of energy revolution, electricity is rapidly replacing traditional
fossil fuels, emerging as the driver for electrification and growth in industrial automotive and
renewable energy sectors. In this transformative shift, SiC serves as the “intelligent heart” of
various power systems utilizing electricity, according to CIC. This is because SiC is a
wide-bandgap material with distinct advantages, including high thermal conductivity, high
breakdown field strength, and high electron saturation velocity. These properties make SiC
capable of high efficiency, high speed and stable power control and processing over a wide
temperature range. SiC is replacing silicon (Si) as the dominant material for power

semiconductor devices, poised to lead innovation in the coming decades, according to CIC.
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The SiC industry is inherently evolving toward a highly specialized division of labor,
because of its huge total addressable market potential and the need for technological excellence
and operational efficiency. As the sector expands, companies are increasingly focusing on their
core competencies within the value chain, fostering a collaborative ecosystem characterized by
specialization. Within this landscape, the SiC epitaxial foundry markets are poised for
significant growth, as power device providers are prioritizing partnerships with third party SiC
epitaxial foundries over in-house production, and such trend is becoming more evident since
2021, according to CIC. The SiC epitaxial industry features a high industry ceiling,
necessitating focused and specialized competitiveness, as evidenced by the silicon industry
where material manufacturing has concentrated among the top companies. While silicon power
devices can be manufactured without epitaxy, SiC power devices must be produced with
epitaxial layer, enhancing our value in the supply chain and competitive edge. We, as a global
leader in the SiC epitaxy industry, are uniquely positioned to capitalize on this inevitable
development. By leveraging our cutting-edge technology, scale advantages, and established
reputation in third-party epitaxial wafer supply, we are strategically equipped to capture
emerging market opportunities, strengthen client partnerships, and solidify our market share in
the rapidly advancing SiC era.

According to CIC, SiC power device market size has reached US$2.6 billion in 2024 and
is expected to grow at a CAGR of 39.9% between 2024 and 2029, reaching US$13.6 billion by
2029. This positions SiC as a core material for the upcoming energy revolution and the rise of
intelligent industry.

SiC epitaxial wafer is a pivotal component of the SiC value chain, where its quality is of
paramount importance for downstream applications. The manufacturing process of SiC power
devices differs from that of traditional Si power devices. SiC power devices cannot be
fabricated directly on the SiC substrate; instead, a high-quality single-crystal epitaxial layer
must first be grown on the supportive substrate, and various devices are then manufactured on
this epitaxial layer. By precisely controlling parameters such as epitaxial layer thickness,
doping concentration, and defect density, the quality of the epitaxial wafer can be optimized,
improving the yield, performance, and reliability of end devices. In addition, unlike substrates
that typically follow unified standards, SiC epitaxy requires customization to meet the specific
requirements of end-use applications. The parameters of the delivered epitaxial products must
be tailored based on the specifications of the target devices, including various performance
parameters such as voltage and switching frequency.

However, according to CIC, the production of SiC epitaxial wafers is still facing several
hurdles:

. Defect Control: The epitaxial growth process generates critical defects such as
triangular defects and particle-induced defects. Additionally, existing defects in the
substrate can propagate into the epitaxial layer, if not properly controlled or
eliminated, reducing device yield.

. Uniformity and Consistency: Controlling the thickness and doping uniformity of
large-diameter wafers is difficult, leading to inconsistencies in device performance.

. High Costs: Epitaxial growth requires expensive equipment, costly consumables

and complex processes, making it one of the most costly segments in the value chain
and a key bottleneck for cost reduction.
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To address these industry challenges, we have developed targeted proprietary

technologies, including:

. BPD-Free Technology: Utilizing this technology, the rate of BPD conversion to
TED is over 99.9% in the epitaxial growth process. Via extensive R&D of BPD-free
technology, the number of BPD defects is near zero in our epitaxial wafers.

. High-Concentration Uniformity Epitaxial Growth Technology: Through
simultaneous precise adjustments of surface conditions and flow field, and
optimization of epitaxial parameters such as C/Si ratio, main gas flow distribution
and dopant flow rate, we have greatly improved the uniformity of doping
concentration of epiwafers.

. Low-Defect Density Epitaxial Growth Technology: By developing pre-etching and
buffer layer technologies for epitaxial growth, we have effectively minimized the
propagation of substrate defects into the epitaxial layer and successfully suppressed
the formation of epitaxial growth defects.

. Thick-Film Epitaxial Growth Technology: By increasing the growth rate and
optimizing the process parameters, we have developed this technology that can
achieve an epitaxial layer thickness of over 200 micrometers with only five
triangular defects and a low and controlled doping concentration with high
uniformity. This is crucial for enabling the fabrication of ultra-high-voltage SiC

power devices such as Insulated Gate Bipolar Transistors (IGBTs) and thyristors.

. 8-inch SiC Epitaxial Wafer Production Technology: As sizes of epitaxial wafers
increase, larger surface areas exacerbate temperature and gas flow inconsistencies
on the epitaxial wafers. It becomes more challenging to achieve high epitaxial
uniformity and low defect density. Through the development and optimization of
8-inch epitaxial growth processes with our proprietary know-hows, we have
addressed such challenges and mass-produced 8-inch SiC epitaxial wafers with

industry leading metrics.

These innovative technologies have enabled us to produce SiC epitaxial wafers with high
uniformity and low defect density. Additionally, we have developed proprietary multi-layer
epitaxial technology to satisfy customers’ customized needs. Our exceptional product quality
has earned recognition globally, including “Perfect Quality Award” from one of the top five
global SiC power device manufacturers.
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The SiC epitaxy industry is characterized by recurring businesses and high customer
stickiness due to its stringent requirements, including high technological barriers and
reliability standards, strong demand for uniformity and consistency, long certification cycles,
and the requirements for stable and continuous supply. As a result, industry participants
particularly favor long-term partnerships. For example, according to CIC, the supplier
certification cycle in the automotive industry generally exceeds two years. For over 14 years,
we have laser-focused on SiC epitaxy, leveraging our robust technological expertise and strict
quality control to serve a global customer base of SiC power device manufacturers. With stable
and reliable delivery of high quality wafers, we have become a trustworthy partner for industry

giants and built core competitiveness in the SiC epitaxy sector.

Our technological expertise and comprehensive product portfolio

We have established an industry-leading SiC epitaxial growth technology platform.
Through 14 years of dedicated R&D, we have mastered a number of know-hows by tuning and
optimizing key parameters of the epitaxial growth process, including growth temperature,
reaction pressure, gas flow rate, C/Si ratio and etc. These advancements have enabled us to
modify substrates of various qualities to achieve high quality surface conditions for optimized
epitaxial growth, minimize defects introduced during epitaxial growth, and enhance the
uniformity of epitaxial layer thickness and doping concentration. As a result, we have achieved
stable and scalable production of high-quality SiC epitaxial wafers.

We have been accumulating technological know-hows that enabled us to design and
modify the key features of epitaxial equipment, which is critical for us to maintain and improve
our competitive edge. Drawing on years of experience and expertise, we have developed a deep
understanding of SiC epitaxial growth systems, including reaction chambers, heating systems,
gas delivery systems, and wafer transfer modules. By optimizing the epitaxy equipment, we
achieve large-scale, stable, long-duration, and high-quality epitaxial wafer production. We are
equipped with a Class 100 cleanroom and state-of-the-art wafer inspection equipments. Every
product undergoes 100% inspection, ensuring full control over all parameters and delivering
consistent quality to our customers.

Our products cover an extensive range of voltage applications. By offering epitaxial
wafers with various thicknesses and doping concentration, we can support SiC power devices
operating within a voltage range of 300V to 30,000V. According to CIC, in terms of sales
volume, our SiC epitaxial wafers hold a leading position in the industry across the product
range corresponding to mainstream SiC power devices.

We have made significant investments in research and development, with RMB225.6
million of R&D expenses during the Track Record Period. We have undertaken and participated
in multiple cutting-edge projects focused on SiC-related technological research and
production. Furthermore, we have established collaborative R&D partnerships with leading

universities, research institutions, and enterprises.
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Our achievements and outstanding financial performance

According to CIC, we have been the world’s largest SiC epitaxial foundry by annual sales
volume since 2023, commanding a market share exceeding 30% in 2024. In 2022, 2023, and
2024, we achieved annual cumulative sales of 85,366, 200,603 and 164,433 SiC epitaxial
wafers, respectively, through our Turnkey and Consign business models. During the Track
Record Period, our cumulative sales have exceeded 450,000 wafers. Notably, in 2024, our
8-inch SiC epitaxial wafer sales exceeded 7,400 wafers, a figure that, according to CIC, places
us as a frontrunner globally.

Over the past 14 years of focused R&D and production, we have demonstrated rapid
growth and achieved outstanding financial performance during the Track Record Period. Our
revenue grew from RMB440.7 million in 2022 to RMB974.3 million in 2024. We have
consistently maintained profitability, with net profits of RMB143.4 million, RMB121.9
million, and RMB166.4 million in 2022, 2023, and 2024, respectively. Our adjusted net profits
(non-IFRS metrics) for 2022, 2023 and 2024 were RMB171.9 million, RMB378.1 million and
RMB320.7 million, respectively.

As of December 31, 2024, we held over RMB2.03 billion in cash and cash equivalents.
Our net operating cash flow has shown consistent annual growth during the Track Record
Period, with cumulative net operating cash flows of RMB1.2 billion. In 2022, 2023, and 2024,
the operating cash flows were RMB170.0 million, RMB415.2 million, and RMB640.6 million,
respectively. The gross profit margin in 2024 was 34.1%. Our strong cash reserve and cash
generation provide a solid foundation for the expansion of our core business and ongoing
technological innovation while enhancing our ability to withstand global macroeconomic and
short-term market fluctuations.

OUR COMPETITIVE STRENGTHS

We are a global leader and pioneer in the SiC epitaxy industry

According to CIC, we have been the world’s largest SiC epitaxial foundry by annual sales
volume since 2023. In 2024, our market share in the global SiC epitaxy wafer market exceeded
30%. We led the writing and establishment of the world’s first and only international SEMI
standard for SiC epitaxy—SEMI M092-0423 Specification for 4H-SiC Homo-epitaxial Wafer.

Focusing on R&D and production of SiC epitaxial materials, we have leveraged our
substantial first-mover advantage to solidify our leadership in the SiC epitaxial wafer field.
Our R&D efforts focused on optimizing technologies for large-size wafers, thick films, high
uniformity in thickness and doping concentration, and low defect density. These initiatives
continuously enhance our core competitiveness and our position as a global industry leader.
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Our production efficiency, yield rate, and product quality metrics are among the best in
the industry. According to CIC, our product yield rate reaches over 99%, outperforming
industry peers. Through years of innovation and technological development, we have
established ourselves as a reliable supplier to the world’s leading power device manufacturers,
even amidst fierce competition with domestic and international peers. Our SiC epitaxial wafers
feature tighter tolerances in thickness and doping concentration, greater uniformity in these
parameters, and higher yields. As a result, our key technical specifications of both N-type and
P-type SiC epitaxial wafers were able to achieve market-leading performance metrics.

We possess exceptional R&D capabilities driving technological advancement in the SiC
epitaxy industry

We have been committed to advancing SiC epitaxial technology. We have established a
comprehensive SiC epitaxy platform, covering the entire process, including pre-growth
preparation, epitaxial growth, cleaning, and inspection.

Our R&D team is spearheaded by four leading scientists in the SiC field, and all have
served in the Company for over 11 years. As of the Latest Practicable Date, we have led the
establishment of one international standard, one national standard, one industry standard, and
eight group standards, reflecting our leadership in the SiC field.

We are exploring advanced and innovative epitaxial growth technologies and addressing
key industry challenges such as high-voltage epitaxial wafer preparation, process optimization
for multi-wafer epitaxial growth equipment, defect control, multi-layer epitaxial growth and
trench filling epitaxial growth. For example, in multi-wafer CVD equipment, we have
optimized processes including in situ etching, buffer layers, and epitaxial layer growth to
reduce defect density. By studying the patterns of doping concentration and thickness
variations within a single PM (preventive maintenance) cycle, as well as the changes in process
windows after replacing furnace components, we have developed precise process adjustment
strategies and rapid recovery methods for each PM cycle. These advancements have enabled
large-scale and reliable production of high-quality, high-efficiency multi-wafer CVD
equipment.

We have industry-leading production capacity that can be expanded in a disciplined
manner to meet the rapidly growing demand from downstream customers

According to CIC, we have industry-leading production capacity that could be scaled in
a disciplined manner. We focus on the production of 6-inch and 8-inch SiC epitaxial wafers,
with a monthly production capacity of 50,000 wafers as of Latest Practicable Date. Our
capacity closely tracks on customer demand and production schedule. Our scalable production
capability allows us to accelerate market penetration, reduce costs, and enhance overall
competitiveness through economies of scale.
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We are able to maintain stable supply of the equipment and substrates required to expand
capacity via our strategic collaborations with our suppliers. We have established long-term
partnerships with domestic and international equipment suppliers, actively participating in
equipment tuning and providing improvement feedback, ensuring a stable supply of market-
leading epitaxial equipment. Additionally, with our validations and endorsements of their
products, we have made it possible for multiple 6-inch and 8-inch substrate suppliers to enter
the supply chains of major domestic and international power device manufacturers. Because of
the unique value we could bring to our suppliers and customers, we have fostered strong,
long-term relationships with both our suppliers and downstream power device manufacturers.

We have established a robust customer base by hyper focusing on SiC epitaxy

According to CIC, similarly to the traditional Si industry, which has formed clear division
of labour after years of consolidation, the trend towards a highly specialized division of labor
for the SiC industry is inevitable. The traditional Si industry, after years of evolution, has
developed into a highly specialized and segmented structure with efficiency. We believe the
trend of specialization will continue and further enhance production efficiency in the SiC
material industry. We, based on strategic considerations of technological path and resource
allocation, solely focus on the core epitaxial wafer segment. This approach allows us to
effectively avoid competition risks with downstream customers through value chain
collaboration, enabling us to establish a differentiated path of growth.

We have established a global business network and customer base. During the Track
Record Period, we had over 110 customers. In China, our products are welcomed by various
industry champions. Globally, we supply SiC epitaxial wafer products to leaders in
semiconductor power devices. Four of the world’s top five SiC power device providers and
seven of the top ten power device providers are our customers. We are also among the earliest
SiC epitaxial foundries in China to obtain automotive-grade certification IATF 16949. For over
seven years, we have been consistently supplying 6-inch SiC epitaxial wafers to automotive
product manufacturers.

We are led by a visionary and dedicated leadership team with strategic foresight

Our management team brings extensive industry expertise and a deep understanding of
SiC technology and its applications. Our founder and chairman, Dr. Zhao, has over 35 years
of experience in SiC industry, who is the only SiC epitaxial foundry founder solely committed
in epitaxial wafer manufacturing in China, among all the founders of epitaxial foundries with
volume. He is the first scientist to be elected as an IEEE Fellow for significant contributions
to the R&D and application of SiC semiconductors.
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Our core management team is composed of multidisciplinary industry leaders with
expertise in technology R&D, operations and management. They are capable of driving the
formulation and execution of business strategies, full-cycle project management, technology
development, capacity planning, market penetration, supply chain management, and customer
value enhancement. Their expertise lays a solid foundation for our long-term, high-growth
trajectory. Driven by a strong entrepreneurial spirit and a strong sense of mission, our team is
committed to transforming the SiC industry. We are dedicated to R&D and achieving
large-scale commercialization of large-size, thick-film, highly uniform, and low-defect-density
SiC epitaxial wafers.

OUR GROWTH STRATEGIES

Our mission is to use SiC products to benefit humanity and empower a greener future. We
remain committed to innovation, focusing on advancing R&D of SiC epitaxial wafers. We aim
to provide top-quality SiC epitaxial products to global customers and to establish us as a
world-class SiC giant known for technological leadership, operational excellence, and
customer satisfaction.

Sustained investment in R&D to strengthen and enhance our technological leadership

We consider R&D as a critical strategic initiative for our future growth. Our focus on the
SiC epitaxy field is unwavering as we continue to address the evolving needs of end customers
in sectors such as EVs, ultra-fast charging stations, next-generation intelligent home
appliances, ESS, power supply, data centers, high-speed rail transit, electric ships, and
low-altitude aviation. Through targeted R&D efforts, we aim to enhance product performance
and overcome technical bottlenecks.

Specifically, we have been pursuing advancements and improvements in technologies
such as composite substrate epitaxy, trench filling epitaxy, multi-layer epitaxy and ultra-thick
epitaxy. These continuous efforts could not only drive our R&D but also could further optimize
our cost structure. We will continue to focus on developing large-size, high-concentration
uniformity, and low-defect-density SiC epitaxial wafers. By leveraging our cutting-edge
technologies, we aim to deliver high-performance wafers that facilitate the adoption of SiC in
downstream applications.

In particular, we plan to utilize our technological strengths to collaborate closely with
downstream customers in joint R&D projects, maximizing synergies with industry participants.
By maintaining close relationship with customers and understanding their needs, we are
well-positioned to seize opportunities in the rapidly evolving SiC industry. This alignment
allows us to ensure that our product development efforts are in sync with the strategic goals
of our customers, creating shared value. For instance, according to CIC, we were the first
company in China to develop trench filling epitaxy technology for superjunction applications.
We have also collaborated with our customers to advance composite substrate epitaxy
technology and consistently delivered commercialized products. Our multi-layer epitaxy
technology has led to consistent, high-volume sales with one of the top five global SiC power
device manufacturers. These innovations not only reinforced our position as a technological
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leader but also established us as a key R&D hub for our downstream partners. Moving forward,
we will continue to deepen our collaboration with critical downstream partners to develop new
technologies and establish ourselves as a pioneer in the industry.

Expand production capacity with discipline to capture market opportunities

We aim to optimize our production capacity in a timely manner based on market
conditions, allowing us to swiftly seize market opportunities while maintaining disciplined
capacity expansion. We are the first in the world to achieve the commercial large-scale supply
of 8-inch SiC epitaxial wafers, having made significant breakthroughs in 8-inch SiC epitaxy
technology. An increasing number of 8-inch SiC device manufactures are emerging. Our
leadership in 8-inch epitaxy products positions us to capture an expanding and substantial
market share. As of December 31, 2024, we have established partnerships with 15 companies
worldwide for our 8-inch products.

To prepare for the anticipated market demand for 8-inch SiC epitaxial wafers, we plan to
steadily expand our production capacity. This measured expansion will further solidify our
leadership in the 8-inch SiC epitaxy market and allow us to seize emerging opportunities in the
rapidly developing SiC industry. In particular, we are currently assessing market conditions and
customer needs to determine the optimal timing for expanding our SiC epitaxy production
capacity overseas. This approach would enable us to better meet the demand of our
international customers for diversified supply chain, ensuring that we remain a reliable partner
in the global market.

Dual growth engine—penetrate domestic and overseas markets and execute a globalized
strategy

We are committed to sustaining growth in both domestic and overseas markets and
enhancing our market leadership. Through technological innovation and exceptional customer
service, we aim to further strengthen our collaborations with downstream customers. By
aligning with customer needs, we will support their technology upgrades and market
breakthroughs. To enhance customer satisfaction and loyalty, we plan to establish technical
service centers in key regions. These centers will provide comprehensive, full-lifecycle
support—from product development to after-sales service—ensuring that our customers
receive seamless assistance.

With 14 years of experience in R&D, mass production and building customer
relationships, we have been a leading SiC epitaxial foundry recognized by global industry
leaders. We will continue to expand our global sales network for SiC epitaxial wafers, foster
partnerships with overseas collaborators, and work closely with top global SiC power device
manufacturers to promote the application of our products and technologies globally.

By continuously enhancing our R&D and innovation capabilities, we seek to strengthen

customer engagement and loyalty, solidify our competitive edge in the global SiC epitaxy
market, and inject momentum into the fast development of the SiC industry.
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Enhance and upgrade existing product portfolio to deliver solutions with superior
performance and enhanced cost efficiency

To grasp market opportunities and drive innovation, we will closely monitor the iterations
of downstream application scenarios and industry development, ensuring timely upgrades of
our existing product portfolio. Specifically, we will adapt to the evolving needs of downstream
customers by improving and optimizing our current product specifications. This includes
developing SiC epitaxial wafers with larger sizes, increased thickness, improved uniformity,
and fewer defects, providing customers with a product portfolio featured enhanced
performance and high reliability.

In addition, we will continue to refine the manufacturing processes and scale up
production with discipline. By building production facilities for SiC epitaxial wafers with high
levels of automation and optimally designed spatial layouts, we seek to further optimize the
cost structure of production. Ultimately, our goal is to deliver highly competitive and
cost-effective epitaxial wafers to our customers.

Attract top talents to enhance our multi-dimensional talent pool

In the technology-driven SiC epitaxy industry, building a strong and professional R&D
team is the key for maintaining a technological edge. To this end, we seek to align the career
development plans of core R&D personnel with the Company’s long-term goals. By leveraging
diverse recruitment channels, we seek to bring accomplished graduates and research talents to
our R&D team. We are committed to fostering a professional, innovative R&D team with a
global perspective, providing robust talent support for continuous innovation and market
expansion in the SiC epitaxy industry.

In addition, for our strategic goals, we plan to prioritize the recruitment of key talent for
R&D, production, quality control, and management functions. Our aim is to build a highly
efficient and collaborative professional team that strengthens internal coordination and ensures
the smooth operation of all departments.

By cultivating an efficient, professional, and stable workforce, we seek to enhance the

Company’s overall competitiveness, laying a solid foundation for sustainable development and
enabling us to thrive in a dynamic market landscape.
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OUR PRODUCTS AND BUSINESS MODELS

Overview

We are a global leader in providing silicon carbide (SiC) epitaxial wafers, the centerpiece
materials for semiconductors with wide bandgap. We have primarily engaged in the research
and development, mass production and sales of SiC epitaxial wafers. SiC epitaxial wafers offer
a multitude of advantages over traditional Si wafers, including but not limited to enhanced
temperature stability, higher breakdown voltage, and superior thermal conductivity. These
unique properties make SiC wafers a key enabler of various cutting-edge applications, such as
EVs, ultra-fast charging stations, ESS, power supply, data centers, and are entering into next
generation home appliances, high-speed rail transit, electric ships, and low-altitude aviation.

According to CIC, we are the first company in China to mass-produce and commercialize
a comprehensive set of various sizes of SiC epitaxial wafers, including 3-inch, 4-inch, 6-inch
and 8-inch SiC epitaxial wafers. During the Track Record Period, we have delivered an
aggregate of over 450,000 of SiC epitaxial wafers, making us one of the largest SiC epitaxial
foundries globally, according to CIC. As of the Latest Practicable Date, we supply SiC epitaxial
wafers to seven out of the ten largest power device manufacturers globally. To address the
different needs of our customers, we offer Turnkey and Consign business models, both of
which enable our customers to rely on our cumulative expertise in the production of SiC
epitaxial wafers. For details, see “— Our Business Models.”

SiC epitaxial wafers are critical for manufacturing high-performance semiconductor
devices, offering superior efficiency and thermal conductivity compared to traditional Si
wafers. SiC epitaxial wafers have shown great promise in applications such as EVs, ultra-fast
charging stations, ESS, power supply, data centers, as well as next generation home appliances,
high-speed rail transit, electric ships, and low-altitude aviation. For details, see “Industry
Overview.”
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Our Products — SiC epitaxial wafers

According to CIC, we held the largest SiC epitaxial wafers production capacity
worldwide. On the semiconductor supply chain, SiC epitaxial wafers is the cornerstone for
bridging innovative raw material with high-performance devices. The SiC industry chain
consists of substrates, epitaxy, devices, and applications. Epitaxial wafers grow on substrates
and serve as the material platform for devices to be manufactured. The epitaxial layer is a thin
layer of SiC crystal grown on a SiC substrate. The following graphic illustrates the SiC supply

chain.

Substrate Epitaxy Devices Applications

EVs, ultra-fast
Design, Manufacturing, charging stations,
Packaging and Testing ESS, power supply,
data centers,
next-generation
home appliances,
high-speed rail transit,
electric ships,
low-altitude

SiC Substrate
(Conductive)

SiC Homoepitaxy Power Devices

aviation and etc.

SiC Supply Chain

The quality of the epitaxial layers — its thickness, doping concentration and defect
density — determines the performance, efficiency and reliability of SiC power devices. As a
result, SiC epitaxial wafers require highly specialized process to achieve the precise structure
needed for semiconductor devices to operate at high voltages, frequencies and temperatures.
We have utilized the high-temperature chemical vapor deposition (CVD) method to produce
SiC epitaxial wafers with consistent and high quality that could meet the demanding technical
requirements of high-performance devices.
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The following photo shows samples of our SiC epitaxial wafers.

We offer various sizes of SiC epitaxial wafers, including 4-inch, 6-inch and 8-inch. SiC
wafers are typically categorized by size, primarily because the size directly impacts
manufacturing efficiency, yield, and production scalability, with larger wafers typically
delivering lower cost. During the Track Record Period, 6-inch SiC epitaxial wafers made up
the majority of our sales. We also have a significant first-mover advantage as the first company
in the world to mass-produce and commercially supply 8-inch SiC epitaxial wafers in the open
market, according to CIC. Although 6-inch wafers currently dominate the market and is
expected to grow continuously, the market size for 8-inch SiC wafers is expected to expand
significantly. We continue to invest in the R&D and production of both 6-inch to 8-inch wafers,

and expect 8-inch wafers to account for a growing share of our sales.

The following table sets forth a breakdown of our cumulative sales volume of SiC
epitaxial wafers by sizes for the periods indicated.

Year Ended December 31,

2022 2023 2024

Sales Sales Sales
volume % volume % volume %

(pieces of wafers, except for percentages)

Cumulative volume

4-inch . ......... ... ... 3,733 4.4 610 0.3 383 0.2
6-inch................ 81,633 956 199,708 99.6 156,584 952
-inch................ - - 285 0.1 7,466 4.5
Total cumulative volume. . . 85,366 100.0 200,603 100.0 164,433 100.0
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We price our SiC epitaxial wafers based on a number of factors, including (i) the sizes and
structures (thickness and doping types) of wafers; (ii) product specifications; (iii) purchase
volume and (iv) prevailing market condition and competitive landscape. We regularly adjust
our pricing strategies to maintain competitiveness. For customized products, such as specially
doped or uniquely thick epitaxial wafers, prices are typically higher.

Our Business Models

We have two kinds of business models, namely Turnkey and Consign, based on whether
we purchase substrates on our own or use the substrates provided by our customers, as
illustrated by the following chart.

EpiWorld purchase
Turnkey substrates and other

Substrate auxiliary raw materials
Suppliers

EpiWorld’s epitaxial
growth process,

including incoming SiC epitaxial
inspection, epitaxial wafers
growth, cleaning and

inspection

Customers supply

b&‘&d substrates and
EpiWorld purchase other

Customers auxiliary raw materials

Consign

Turnkey

Under the Turnkey model, we purchase the raw material including substrates ourselves
and upon the completion of production process, deliver the final products, SiC epitaxial wafers,
to our customers. The price of our wafer products thereby takes into account the full costs of
substrates as well as our production costs. When dealing with customers with large and
recurring purchase orders, prices are typically negotiated based on production volume,
prevailing market conditions and length of relationships. Through the Turnkey model, we could
provide a one-stop solution to our customers, allowing them to rely on our established quality

control process.
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Consign

Under the Consign model, our customers supply us with the substrates. We would
purchase other auxiliary raw materials, grow the SiC epitaxy and deliver the final epitaxial
wafers to our customers. We charge the customers for the auxiliary raw materials and the
foundry services for growing SiC epitaxy on substrates. The base processing fee depends on
the size, doping type, and thickness of the epitaxial wafer and the additional service fees
include charges for special process requirements, and other services. For large-volume orders,
we from time to time apply tiered pricing where the larger the order quantity, the lower the unit
process fee. Our pricing strategy enhances customer loyalty and increases long-term
collaboration opportunities.

During the Track Record Period, we had five major overlapping customers and suppliers.
The overlapping customers and suppliers primarily provided to us SiC substrates under our

113

Consign model. For details, see “— Procurement and Supply Chain Management —

Overlapping of Customers and Suppliers.”

Our robust manufacturing capacity and flexible business model allow us to adapt to such
customized requests swiftly. The following table sets forth a breakdown of our cumulative
sales volume of SiC epitaxial wafers by types of service for the periods indicated.

Year Ended December 31,

2022 2023 2024

Sales Sales Sales
volume % volume % volume %

(pieces of wafers, except for percentages)

Cumulative volume

Turnkey .............. 31,339 36.7 96,428 48.1 122,283 744
Consign .............. 54,027 63.3 104,175 51.9 42,150  25.6
Total cumulative volume. . . 85,366 100.0 200,603 100.0 164,433 100.0

RESEARCH AND DEVELOPMENT

We have committed to the R&D of advanced technologies such as low defect density
epitaxial growth, high uniformity epitaxial growth, thick-film epitaxial growth and n/p-type
epitaxial growth. Additionally, we are currently tackling key industry challenges, including the
preparation of ultra-thick epitaxial wafers, development and optimization of deep-trench-
filling epitaxial growth, development and optimization of epitaxial growth process on
composite substrates, process optimization for multi-wafer epitaxial growth equipment and etc.
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We believe our strong research and development capabilities are a core competitive
strength and have led to our leading position in the industry. As of December 31, 2024, we have
124 full time-equivalent research and development employees. In 2022, 2023 and 2024, we had
R&D expenses of RMB43.8 million, RMB101.8 million and RMB80.0 million, respectively.

Our research and development team published 16 articles on the epitaxial growth of SiC.
We have led the drafting of multiple major standards on SiC epitaxial wafers, as set forth

below:
Role in Formulation Date of Category of
Name of Standard Standard No. Issuing Authority of Standards Implementation Standard
Specification for 4H-SiC  SEMI M92-0423 Semi Standards Primary author 2023.04 International
homo-epitaxial wafer . Committee standard
SiC epitaxial wafers. . . GB/T43885-2024 National Standardization ~Unit involved in 2024.11.1 National
Administration under ~ drafting standard
State Administration
for Market Regulation
Acceptance specification  DL/T 2301-2021 National Energy Unit involved in 2021.10.26 Industry
for SiC epitaxial wafer Administration drafting standard
of high voltage power
devices in the grid
system. . . ... ...
8-inch SiC wafer T/CASAS 025-2023  China Advanced Unit involved in 2023.6.19 Group standard
reference marking and Semiconductor drafting
dimensions . . . . . . Industry Innovation
Alliance
Test method for minority T/CASAS 026-2023  China Advanced Unit involved in 2023.6.19 Group standard
carrier lifetime in SiC Semiconductor drafting
- microwave Industry Innovation
photoconductive. . . . Alliance
Test method for the T/CASAS 032-2023  China Advanced Unit involved in 2023.6.19 Group standard
content of metal Semiconductor drafting
elements on the Industry Innovation
surface of SiC Alliance
wafer-inductively
coupled plasma
mass spectrometry. . .
Specification for SiC T/ICWA 1003-2018 Association of China  Primary author 2019.01.01 Group standard
homo-epitaxial wafers Wide Bandgap Power
for power devices . . . Semiconductor
Industry
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Role in Formulation Date of Category of

Name of Standard Standard No. Issuing Authority of Standards Implementation Standard
The terminology for T/CASA 004.1-2018 ~ China Advanced Unit involved in 2018.11.20 Group standard

defects in 4H-SiC Semiconductor drafting

substrates and Industry Innovation

epilayers . . ... .. Alliance
The metallographs T/CASA 004.2-2018  China Advanced Unit involved in 2018.11.20 Group standard

collection for defects Semiconductor drafting

in 4H-8iC substrates Industry Innovation

and epilayers . . . . . Alliance
SiC epitaxial layers - T/TAWBS003-2017 [nnovation Association  Primary author 2017.12.31 Group standard

determination of of Wide Bandgap

carrier concentration - Semiconductor

mercury probe Technology

capacitance-voltages

method . . . .. ...
Method of surface T/NAWBS002-2017 Innovation Association  Unit involved in 2017.12.31 Group standard

defects for SiC of Wide Bandgap drafting

epitaxial wafers . . . . Semiconductor

Technology

Our research and development efforts focus on:

Improving qualities of 6-inch and 8-inch SiC epitaxial wafers. Optimize growth
processes to reduce epitaxial defects and improve uniformity in doping
concentration and thickness.

Development and optimization of thick film epitaxial technology. Develop and
refine thick-film epitaxial growth processes to address challenges such as long
growth times, high defect density, and poor uniformity in doping concentration and
thickness.

Evaluation of new epitaxial equipment and development of the epitaxial
technology applicable to the equipment. Evaluate and validate new epitaxial growth
equipment, and develop epitaxial growth processes tailored to the equipment to
enable mass production capabilities.

Development and optimization of deep trench filling epitaxial growth. Develop and
optimize trench filling epitaxial processes to establish a technological foundation for
the fabrication of SiC superjunction devices.

Development and optimization of epitaxial growth processes on composite
substrates. Develop and optimize epitaxial growth technologies for composite

substrates to meet the epitaxial requirements of new types of substrates.
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. R&D of epitaxial growth technology of ultra-wide bandgap materials for novel
power devices. Align with the development trends of the power device industry and
develop advanced ultra-wide bandgap epitaxial materials.

Our Technologies

Our core technologies have positioned us at the forefront of the industry, enabling the
successful mass production and commercialization of 6-inch and 8-inch SiC epitaxial wafers.
These technologies are underpinned by our commitment to innovation in both design and

manufacturing processes. The following chart sets forth some of our technology highlights.

Core Technology Highlights
8-inch SiC epitaxial wafer As epiwafer sizes increase, larger surface areas
production technology .. .... exacerbate temperature and gas flow

inconsistencies on the epiwafer. It becomes more
challenging to achieve high epitaxial uniformity
and low defect density. Through the development
and optimization of 8-inch epitaxial growth
processes: temperature, pressure, gas flow
distribution, growth rate, C/Si ratio, among
others, we have successfully addressed the above
issues. As a result, the quality of our 8-inch
epitaxial wafers has reached internationally
advanced level.

BPD-free epitaxial growth According to the mechanism of BPD conversion,

technology . .............. the BPD-free epitaxial growth technology is
developed by optimizing parameters such as
growth temperature, reaction pressure, precursor
flow rates, among others. Using this technology,
the rate of BPD conversion to TED is over
99.9% in the epitaxial growth process. The
number of BPD defects is near zero in our

epitaxial wafers.

High-concentration uniformity Through precise adjustments of surface thermal
epitaxial growth technology . . field and flow field, and optimization of epitaxial
parameters such as C/Si ratio, flow distribution,
doping content, among others, we have greatly
improved the uniformity of doping concentration
of epiwafers.
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Core Technology Highlights
Low defect density epitaxial By developing pre-etching and buffer layer
growth technology ......... technologies for epitaxial growth, we have

effectively minimized the propagation of
substrate defects into the epitaxial layer and
successfully suppressed the formation of epitaxial
growth defects. Using this technology, the quality
of epiwafers has been greatly improved.

R&D Process

We have established a comprehensive R&D management system which typically involves
four stages. First, our R&D team will submit a project initiation application based on industry
development and market demand, as well as our existing production technology and long-term
development strategy. A review committee will then review the application and conduct a
meeting evaluation. After the project initiation application passes the review, a project team
will be formed to prepare the project plan. Second, the project team carries out preliminary
research and preparation work based on the project plan and formulates the overall technical
solution. Third, the project team will engage in sample verification and batch verification
processes. They first conduct small-batch trial production to test and verify the stability of the
product process. Then the team proceeds to trial production of specific batches, collects test
data, and verifies the feasibility of large-scale production. During this stage, the project team
would also develop standardized process workflows and quality control standards. Finally, a
project acceptance report will be drafted after the project achieves its R&D goals. Upon
approval of the report, the project is handed over to other departments and intellectual property
registration and management procedures will kick in if necessary.

The below chart illustrates the phases of our R&D project development process.

Process
Development

Project Initiation

Revi Project Research
eview

Intellectual
Property Registration Project Acceptance
and Management and Handover

Batch Sample
Verification Verification
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INTELLECTUAL PROPERTY

Since our inception, we have internally developed a variety of intellectual property rights.
As of the Latest Practicable Date, we have 35 granted patents, including 13 invention related
patents, as well as 20 trademarks in China. See “Appendix IV — Statutory and General
Information — Further Information About Our Business — Intellectual Property Rights” for
details of our material intellectual property rights.

The below table sets forth details of our key invention patents as of the Latest Practicable

Date.
Intended Authorization Expiry
Patent Name Registration No. Use(s) Functions Date Date
A Semiconductor Wafer Z1.201310431685.0 Testing of SiC ~ Improve testing 20160629 20330922
Compatibility Testing epitaxial wafers  capability
Stage and Method of Use
Thereof . . . ... ... ..
A Self-Purification System  ZL201510018754.4 Growth of SiC ~ Improve the 20171013 20350114
for a Sealed Reaction epitaxial wafers  quality of
Chamber . ... ... ... epitaxial wafers
A Method for Analyzing Z1.201610351566.8 Testing of SiC Improve testing 20181127 20360524
Defects in Transparent epitaxial wafers  capability
Materials . . ... ... ..
A Control Method for Z1202011344467.X  Growth of SiC ~ Improve the 20211008 20401126
Growth of SiC Epitaxial epitaxial wafers  quality of
and SiC Epitaxial Wafers . epitaxial wafers
A Method for Improving Z1202011420249.X  Growth of SiC  Improve the 20210810 20401208
Growth Quality of SiC epitaxial wafers  quality of
Epitaxial Film . . . . . .. epitaxial wafers
A Method for Reducing Z1.202011581436.6 Growth of SiC ~ Improve the 20211123 20401228
Growth Defects in SiC epitaxial wafers  quality of
Epitaxial Wafers and a SiC epitaxial wafers
Substrate . .. ... ... .
A Non-Destructive Testing ~ ZL202110423512.9 Testing of SiC Improve testing 20220218 20410420
Method for Thickness epitaxial wafers  capability
Measurement of
Semiconductor Doping
Layers .. .........
A Control Method for Z1202110813657.X  Growth of SiC ~ Improve the 20220823 20410719
Growth of SiC Epitaxial . . epitaxial wafers  quality of
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Intended Authorization Expiry
Patent Name Registration No. Use(s) Functions Date Date
SiC Step Flow Low-Speed ~ ZL.202110933959.0 Growth of SiC ~ Improve the 20230214 20410813
Growth Method for epitaxial wafers  quality of
Chemical Potential epitaxial wafers
Regulation Growth
Monomer under Non-
Equilibrium Condition . . .
A Method for Reducing Z1.202310896143 .4 Growth of SiC ~ Improve the 20231010 20430721
Surface Defects of SiC epitaxial wafers  quality of
Epitaxial Film . . ... .. epitaxial wafers
A Method for Detecting Z1.202211725302.6 Growth of SiC ~ Improve the 20231020 20421230
Thickness of SiC Epitaxial epitaxial wafers  quality of
Layer in Real Time . . . . epitaxial wafers
A Method for Reducing Z1202111074030.3 Growth of SiC ~ Improve the 20240813 20401228
Growth Defects in SiC epitaxial wafers  quality of
Epitaxial Wafers and a epitaxial wafers
SiC Substrate. . . . . ...
A Method for Detecting Z1.202311866853.9 A method of Improve testing 20250128 20431229
Micropipe Defects in a testing SiC capability
SiC Substrate. . . . .. .. substrate

Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to
copy or otherwise obtain and use our technology. See “Risk Factors — Risks Related to Our
Business and Industry — Our business depends on our ability to protect our proprietary
know-how and intellectual property rights.”

During the Track Record Period and up to the Latest Practicable Date, we did not have
any material disputes or any other pending legal proceedings regarding intellectual property
rights with third parties.

PRODUCTION

Through years of persist technological innovation, we have mastered the entire epitaxial
growth process, including pre-treatment, epitaxial growth, cleaning, and inspection. By
optimizing various parameters of the epitaxial growth process, such as temperature, reaction
pressure, gas flow rate, and C/Si ratio, we have developed procedures to reduce defects caused
by substrate raw materials and epitaxial growth itself, while enhanced the uniformity of
epitaxial layer thickness and concentration, and achieved high yield rates of our SiC epitaxial
wafer products.
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Production Process

Our production process consists of seven steps, which is illustrated by the following

diagram.

Defect Inspection

Raw Material
Inspection/Storage

Substrate Flatness Inspection

Appearance Inspection

Substrate,
Gas Substrate Pre-treatment
Usage

Epitaxial Growth Buffer Layer Growth
N-type SiC epitaxy is doped with nitrogen
Epitaxial Layer Growth
P-type SiC epitaxy is doped with aluminum
Appearance inspection
Epitaxial Inspection
Epitaxial layer
concentration inspection
Cleaning, Drying Epitaxial layer thickness inspection
Surface roughness inspection of epitaxial layer

Packaging and Storage Epitaxial layer defect inspection (cleaning is required before this inspection)

Epitaxial layer flatness inspection

Set forth below are details of each key production step:

Raw material inspection: We inspect parameters such as defects, flatness, and
appearance of each substrate, and only those that meet the standards are approved
for storage.

Substrate pre-treatment: The substrate undergoes in-situ etching treatment using
hydrogen chloride or hydrogen prior to epitaxial growth. This process improves the
surface quality of the substrate, eliminates certain substrate defects, and creates a
solid foundation for subsequent epitaxial growth.

Buffer layer growth: By introducing different gaseous chemical materials into the
epitaxy reactor, chemical reactions occur on the surface of the SiC substrate under
high temperature and low pressure, resulting in the deposition of a solid-state
homo-epitaxial single-crystal thin film on the substrate surface.

Epitaxial layer growth: Based on doping types, gaseous chemical materials of
varying concentrations are introduced into the epitaxy reactor to undergo chemical
reactions on the surface of the SiC substrate under high temperature and low
pressure. This process deposits a solid-state homo-epitaxial SiC single-crystal thin
film on the buffer layer.
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5.  Epitaxial inspection: Upon the completion of epitaxial layer growth, we inspect
parameters such as epitaxial layer thickness, concentration, defects, roughness, and
flatness. Once the inspection results meet customer requirements, the epitaxial wafer
proceeds to the cleaning and drying processes.

6.  Pre-storage cleaning and drying: SiC epitaxial wafers that pass inspection undergo
multiple rounds of cleaning with chemical mixed solutions and deionized (DI) water.
After drying, they are processed for storage.

7.  Packaging and storage: Qualified SiC epitaxial wafers are packaged and stored.

Production Equipment and Machinery

During the Track Record Period, our core production equipment includes epitaxial growth
equipment, epitaxial inspection equipment, and cleaning equipment. Our epitaxial growth
equipment primarily sourced from global industry leader. As of December 31, 2022, 2023 and
2024, we had 13, 19 and 24 suppliers for core production equipment, respectively. All of our
equipment undergoes regular maintenance and servicing in accordance with established
standards, ensuring optimal operational performance. During the Track Record Period, no
major operational failures have occurred as a result of equipment or facility malfunctions.
Depreciation rates are determined based on the asset category, estimated useful life, and
expected residual value. The depreciation period for our major equipment ranges from three to
ten years.

We purchased world-class level core manufacturing equipment and established a fully
integrated SiC epitaxial production line:

Cutting-Edge Epitaxy Equipment. In the selection of critical epitaxial production
equipment, we have primarily procured epitaxial growth reactors manufactured in Europe,
including both single-wafer and multi-wafer epitaxial reactors. These reactors are suitable for
high-end product development, customized production, and large-scale production, with
technical parameters leading the industry.

State-of-the-Art Inspection Systems. We have procured industry-leading automated
high-precision inspection equipment, enabling 100% measurement and control of all critical
epitaxial parameters: thickness and doping concentration, defect density, surface roughness,
wafer flatness and metallic contamination.

Fully Automated Cleaning Systems. We implemented “dry-in/dry-out” automated wafer

cleaning systems with real-time online process monitoring of both cleaning capacity and
cleaning effectiveness to ensure superior cleanliness of finished products.
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Currently, our SiC epitaxial production line is certified by IATF 16949. With the current
configuration of epitaxial production, inspection and cleaning equipment, we have achieved a
monthly production capacity of 50,000 SiC epitaxial wafers as of the Latest Practicable Date,
creating synergistic advantages of “high precision—high capacity—high yield” to provide
global power device customers with high-quality products and services.

Production Facilities

We currently maintain one production base in Xiamen, China. During the Track Record
Period, our production volume reached 88,000 wafers in 2022, 220,600 wafers in 2023 and
145,100 wafers in 2024. The table below sets forth details of our production base as of
December 31, 2024.

Gross
Production Base Location Floor Area Primary Products
(sq.m.)
Xiamen production base . . . . No. 198 Shitou East Second 135,804.7 4-inch, 6-inch and
Rd, Xiang’an District, 8-inch SiC
Xiamen 361101, China epitaxial wafers

Set forth below are the maximum available production capacity, production volume and
utilization rates of our production base for the years indicated. We are currently expanding our
production base in Xiamen.

Year ended December 31,

2022 2023 2024
Maximum Maximum Maximum
available available available
production Production Utilization production Production Utilization production Production Utilization
capacity”  Volume®  Rate  capacity” Volume®  Rate  capacity™ Volume®  Rate
(%) (%) (%)
Xiamen produc[ion 99.0 88.0 235.5 220.6 258.6 145.1
base . . ... .. thousands  thousands 88.9%  thousands  thousands 93.7% thousands thousands  56.1%“

Notes:

(1)  In pieces of wafers. Maximum available production capacity in a year is calculated as the number of
reactors in operations multiplied by the maximum number of epitaxial wafers produced by each reactor
per day, multiplied by 365. However, the number of actual operating reactors may be affected by time
of equipment installation and tuning.

(2)  In pieces of wafers. Production volume refers to the actual epitaxial wafer output in a given period.
(3)  Our utilization rate of 56.1% in 2024 was primarily due to expansion of our production capacity and our
customers’ adjustments of their inventory levels. We are adaptive to changing market conditions and

focused on operational efficiency in 2024. We remain committed to monitoring market dynamics closely
and responding strategically for future growth.
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SALES AND MARKETING

During the Track Record Period, our products were sold worldwide, including Asia,
America and Europe. The table below sets forth the breakdown of our revenue by geographic
region, based on the locations of our customers, for the periods indicated:

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Revenue by region

Asia ... 275,470  62.5 745,220  65.2 672,429  69.0

Greater China . ... .. 167,703 38.1 307,249 269 207,656  21.3
Europe ............. 149,339 339 323,343 28.3 268,943 27.6
North America . ....... 14,083 3.2 73,938 6.5 32,944 34
Others .............. 1,800 0.4 - - - -
Total ............ ... 440,691 100.0 1,142,502 100.0 974,316 100.0

During the Track Record Period, our sales were primarily from sales of SiC epitaxial
wafers. The following sets forth the salient terms of our standard direct sales agreement:

. Product specifications. We specify the products, packaging, brand, quantity, and
logistics of shipment in our agreements with customers.

. Pricing. We sell our products to customers at mutually agreed price levels.

We engage with channel partners for a small percentage of our sale in Asian markets.
According to CIC, facilitating transactions through channel partners are widely adopted and are
industry norm in the relevant regions. The channel partners are primarily engaged to
complement our sales team and to facilitate transactions in accordance with the distribution
trading practice of the region where our end customers are located. By leveraging their local
market expertise, established networks, and logistical capabilities, the channel partners help us
to accelerate our market entry and reduce operational complexities. Channel partners provide
valuable insights into regional regulations, customer preferences, and competitive landscapes,
enabling us to focus on core competencies while ensuring efficient market penetration and
scalable growth. This strategic partnership mitigates risks, enhances cost efficiency, and
strengthens our ability to deliver exceptional customer service in diverse international markets.
As of December 31, 2022, 2023 and 2024, we had three, three and three channel partners,
respectively. In 2022, 2023 and 2024, revenue from our channel partners amounted to
RMB96.1 million, RMB126.7 million and RMB72.0 million, respectively, representing 21.8%,
11.1% and 7.4% of the total revenue for the respective periods. During the Track Record
Period, to the best of our Directors’ knowledge, all of our channel partners were Independent
Third Parties. We do not work with sub-channel partners during the Track Record Period.
During the Track Record Period and up to the Latest Practicable Date, we have no material
unresolved disputes or lawsuits with our channel partners.
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Marketing

We have an experienced and highly trained sales and marketing team, who proactively
identify market opportunities and tailor sales strategies. Due to the highly specialized nature
of the industry, we often participate in trade shows and industry forums to enhance the
awareness of our brand and promote our new and existing products.

Customers

We provide SiC epitaxial wafers to power device companies, which then fabricate the
wafers into devices for their customers. During the Track Record period, we had served over
110 customers. Our customers are primarily global leaders of semiconductor power devices.

Top Five Customers

In 2022, 2023 and 2024, the aggregate revenue generated from our five largest customers
were RMB381.5 million, RMB938.0 million and RMB783.3 million, representing 86.5%,
82.1% and 81.2% of our revenue, respectively. Revenues generated from our largest customer
in the same periods were RMB246.6 million, RMB614.6 million and RMB393.6 million,
representing 56.0%, 53.8% and 40.4% of our revenues, respectively.

Approximate % of Our
Type of Products Years of Business Total
Rank Customers Purchased Background Relationship Revenue  Revenue
(RMB in
millions) %
For the year ended December 31, 2022
1. ... Customer A SiC epitaxial wafers A company that provides 8 years 246.6 56.0
intelligent power and
intelligent sensing solutions,
headquartered in Arizona,
U.S., incorporated in 1999
and listed on the Nasdaq
Stock Exchange
2. ... Customer B SiC epitaxial wafers A company that engages in 9 years 94.3 214

the agency of
semiconductor supply chain,
headquartered in Taiwan
and, incorporated in 2004
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Type of Products

Rank Customers Purchased

Background

Approximate
Years of Business
Relationship

% of Our
Total

Revenue  Revenue

3. ... Customer C SiC epitaxial wafers

4. ... Customer D SiC epitaxial wafers

5. ... Customer E SiC epitaxial wafers

For the year ended December 31, 2023

1. ... Customer A SiC epitaxial wafers

2. ... Customer B SiC epitaxial wafers

3. ... Customer F SiC epitaxial wafers

A company that provides turn-
key chip solutions focusing
on SiC power
semiconductor applications,
headquartered in Shanghai
and incorporated in 2017

A company that provides
automotive integrated
circuit chips, headquartered
in Shanghai and
incorporated in 2017

A company that engages in
the development and
management of
microelectronics business,
headquartered in Jiangsu,
incorporated in 2002 and
listed in STAR Market

A company that provides
intelligent power and
intelligent sensing solutions,
headquartered in Arizona,
U.S., incorporated in 1999
and listed in the Nasdaq
Stock Exchange

A company that engages in
the agency of
semiconductor supply chain,
headquartered in Taiwan
and incorporated in 2004

A company that provides
power system and IoT
solutions, headquartered in
Neubiberg, Germany,
incorporated in 1999 and
listed on the Frankfurt
Stock Exchange
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8 years

8 years

9 years

3 years

(RMB in
millions) %

15.4 35

14.6 33

10.6 24

614.6 538

112.5 9.8

94.2 8.2
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Approximate % of Our
Type of Products Years of Business Total
Rank Customers Purchased Background Relationship Revenue  Revenue

(RMB in
millions) %

4. ... Customer G SiC epitaxial wafers A company that provides SiC 3 years 62.7 5.5
power solutions and
materials, headquartered in
North Carolina, U.S.,
incorporated in 1987 and
listed on the New York
Stock Exchange
5. ... Customer H SiC epitaxial wafers A company that provides 9 years 54.0 4.7
electrified railway
equipment and systems,
headquartered in Hunan,
incorporated in 2005 and
listed on the Hong Kong
Stock Exchange and STAR
Market
For the year ended December 31, 2024
1.... Customer I SiC epitaxial wafers A company that provides 2 years 393.6 40.4
integrated circuit and
semiconductor devices,
headquartered in Kyoto,
Japan, incorporated in 1958
and listed on the Tokyo
Stock Exchange
2. ... Customer F SiC epitaxial wafers A company that provides 3 years 201.5 20.7
power system and IoT
solutions, headquartered in
Neubiberg, Germany,
incorporated in 1999 and
listed on the Frankfurt
Stock Exchange
3. ... Customer A SiC epitaxial wafers A company that provides 8 years 104.4 10.7
intelligent power and
intelligent sensing solutions,
headquartered in Arizona,
U.S., incorporated in 1999
and listed on the Nasdaq
Stock Exchange
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Approximate % of Our
Type of Products Years of Business Total
Rank Customers Purchased Background Relationship Revenue  Revenue
(RMB in
millions) %
4. ... Customer B SiC epitaxial wafers A company that engages in 9 years 46.4 4.8
the agency of
semiconductor supply chain,
headquartered in Taiwan
and incorporated in 2004
5. ... Customer] SiC epitaxial wafers A company that provides 4 years 374 3.8

semiconductor devices and
sensors, headquartered in
Zhejiang, incorporated in
1997 and listed on the
Shanghai Stock Exchange

As of the Latest Practicable Date, none of our Directors, Supervisors, their close
associates or any of our Shareholders (who or which to the knowledge of the Directors owned
more than 5% of our issued share capital) had any interest in any of our five largest customers.

PROCUREMENT AND SUPPLY CHAIN MANAGEMENT

We primarily procure raw materials (such as substrates, gases, accessories, and other
materials) and epitaxial growth equipment from qualified suppliers. To meet production needs
while maintaining reasonable inventory levels, we have established a comprehensive
procurement management system and procedures.

We rely on market feedback and forecasted orders to plan in advance for procurements of
key raw materials and submit purchase requests accordingly. We select suppliers from the list
of qualified suppliers and finalizes purchase orders through inquiry, price comparison, and
negotiation. Our procurement contracts typically specify product specifications and pricings,
requirements for packaging and product quality, delivery and payment terms, agreement on
product inspection and warranty, term for contract termination, confidentiality, dispute
resolution, among others.
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The following sets forth the salient terms of our arrangements with our suppliers:

. Product specifications. We specify the technical specifications of products,
packaging, brand, quantity, and price in purchase agreements with our suppliers.

. Durations. The duration of the supply agreements typically spans a period of from
one month (for a single purchase order) to five years (for framework supply
agreements).

. Payment, credit term and delivery. The suppliers are typically responsible for the
delivery of products to our designated location specified in each purchase order. In
terms of payment, we are generally granted by our suppliers a credit term of 60 days.

. Quality guarantee. In the event of a quality issue arising during the warranty period,
the supplier is obliged to either attend the site or provide a response and resolution
within specified periods (ranging from five hours for raw materials to three days for
equipment) upon receipt of our notification.

. Termination. We are entitled to terminate the purchase order when the supplier fails

to perform and does not make timely corrections after receiving our notice.

During the Track Record Period and up to the Latest Practicable Date, we did not have
any material disputes with our suppliers.
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Top Five Suppliers

In 2022, 2023 and 2024, the aggregate purchase amounts from our five largest suppliers
were RMB430.3 million, RMB1,342.8 million and RMB376.5 million, representing 65.4%,
72.1% and 83.3% of our total purchase amount, respectively. The purchase amounts from our
largest supplier in the same periods were RMB215.3 million, RMB718.7 million and
RMB129.4 million, representing 32.7%, 38.6% and 28.6% of our total purchase amount,
respectively. As of the Latest Practicable Date, none of our Directors, Supervisors, their close
associates or any of our Shareholders (who or which to the knowledge of the Directors owned
more than 5% of our issued share capital) had any interest in any of our five largest suppliers.
To the best of our knowledge, during the Track Record Period and up to the Latest Practicable
Date, each of our top five suppliers are independent from each other.

Type of Approximate
Products/ Years of % of Our
Services Business Credit Purchase Total
Rank Suppliers Provided Background Relationship Terms Amount  Purchase
(RMB in
millions) %
For the year ended December 31, 2022
1. ... Supplier D Equipment and A company that provides 9 years installment 2153 321
consumables  semiconductor equipment payment
and SMT solutions,
headquartered in
Netherlands, incorporated in
1968 and listed on Euronext
2. ... Supplier H Equipment A company that provides 4 years installment 24 11.0
semiconductor equipment payment
and industry gases,
headquartered in Shanghai
and incorporated in 2010
3. ... Supplier A Substrates A company that engages in the 12 years 30 days 582 8.9
development, manufacture
and sales of SiC single
crystal substrate materials,
headquartered in Shandong,
incorporated in 2010 and
listed in the STAR Market
4. ... Supplier G Equipment A company that provides 10 years installment 522 19

semiconductor equipment, payment
headquartered in Taiwan,

incorporated in 1979 and

listed on the Taiwan Stock

Exchange
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Type of Approximate
Products/ Years of
Services Business Credit
Rank Suppliers Provided Background Relationship Terms

Purchase
Amount

% of Our
Total
Purchase

S. ... Supplier F Substrates A company that provides metal 7 years 30 days
products, chemical products
and machinery accessories,
headquartered in
Guangdong, incorporated in
1996, whose parent is listed
in the Tokyo Stock
Exchange
For the year ended December 31, 2023
1. ... Supplier D Equipment and A company that provides 9 years installment
consumables  semiconductor equipment payment
and SMT solutions,
headquartered in
Netherlands, incorporated in
1968 and listed on Euronext
2. ... Supplier A Substrates A company that engages in the 12 years 30 days
development, manufacture
and sales of SiC single
crystal substrate materials,
headquartered in Shandong,
incorporated in 2010 and
listed in the STAR Market
3. ... Supplier C Substrates and A company that provides 4 years 60 days
others electronic materials and
devices and information
system solutions,
headquartered in Beijing and
incorporated in 2002, who
has subsidiaries listed on the
Shenzhen Stock Exchange
and the Shanghai Stock
Exchange
4. ... Supplier F Substrates A company that provides metal 7 years 30 days
products, chemical products
and machinery accessories,
headquartered in Guangdong
and incorporated in 1996,
whose parent is listed on the
Tokyo Stock Exchange
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Type of Approximate
Products/ Years of % of Our
Services Business Credit Purchase Total
Rank Suppliers Provided Background Relationship Terms Amount  Purchase
(RMB in
millions) %
5. ... Supplier G Equipment A company that provides 10 years installment 93.7 5.0
semiconductor equipment, payment
headquartered in Taiwan,
incorporated in 1979 and
listed on the Taiwan Stock
Exchange
For the year ended December 31, 2024
1. ... Supplier A Substrates A company that engages in the 12 years 30 days 129.4 28.6
development, manufacture
and sales of SiC single
crystal substrate materials,
headquartered in Shandong,
incorporated in 2010 and
listed in the STAR Market
2. ... Supplier B Equipment, A company that provides 3 years Equipment: 105.5 234
substrates semiconductor equipment installment
and and substrate materials, payment;
consumables  headquartered in Zhejiang, Others:
incorporated in 2006 and 30/60
listed on the Shenzhen Stock days
Exchange
3. ... Supplier C Substrates and A company that provides 4 years 60 days 88.6 19.6
others electronic materials and
devices and information
system solutions,
headquartered in Beijing and
incorporated in 2002, who
has subsidiaries listed on the
Shenzhen Stock Exchange
and the Shanghai Stock
Exchange
4. ... Supplier D Equipment and A company that provides 9 years installment 317 8.3
consumables  semiconductor equipment payment

and SMT solutions,
headquartered in
Netherlands, incorporated in
1968 and listed on Euronext
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Type of Approximate
Products/ Years of % of Our
Services Business Credit Purchase Total
Rank Suppliers Provided Background Relationship Terms Amount  Purchase
(RMB in
millions) %
5. ... Supplier E Gases A company that develops and 13 years 30 days 154 34

provides industry gases,
headquartered in Jiangsu and
incorporated in 2002, whose
parent is listed on the
Taiwan Stock Exchange

Supply Chain and Inventory Management

We believe that we have effectively managed our supply chain during the Track Record
Period and up to the Latest Practicable Date. During the Track Record Period, we did not
encounter any material supply chain issues, enabling us to continuously deliver our SiC
epitaxial wafer products to our customers.

We have adopted a rigorous supplier selection process that involves supplier qualification
review, material validation, quality system audit, and risk assessment. Only after passing the
evaluation can suppliers be included in our “qualified supplier list”, thereby ensuring the
stability and reliability of the supply chain. Our inventories mainly include raw materials,
finished goods, work-in-progress (WIP), goods dispatched, and processing materials for our
Consigned services.

We are actively pursuing the following supply chain and inventory management
strategies:

. Long-term agreements and bulk purchasing: We flexibly adjust our supply chain and
inventory management strategies based on market supply and demand conditions.
Under the circumstances of supply shortage, we typically enter into long-term
agreements with suppliers to lock in prices and supply quantities, and reduce costs
through bulk purchasing. In contrast, we do not enter into long-term agreements
with suppliers to lock in prices and supply quantities when supply exceeds demand.

. Supply chain diversification: We actively seek to expand supplier channels to reduce
reliance on a single supplier and enhance the stability of the supply chain.
Furthermore, we are promoting domestic substitution for our core production
equipment such as epitaxial growth equipment, epitaxial inspection equipment, and
cleaning equipment, thereby reducing dependence on imported equipment.
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. Inventory management optimization: We utilize advanced inventory management
systems to monitor inventory levels, ensuring stock remains within a reasonable
range and avoiding overstocking or shortages.

. Market forecasting and flexible adjustments: We regularly adjust procurement plans
based on market forecasts to ensure timely responses to demand fluctuations.

We believe that our operation is not dependent on any particular supplier. During the
Track Record Period, we maintained multiple suppliers to avoid over-reliance on any of
suppliers and we believe there is no significant difficulty to find suitable substitutes for our

suppliers.

During the Track Record Period, our inventory levels fluctuated, reflecting our strategic
decision to stock and destock raw materials to effectively accommodate changing market
conditions. In order to mitigate the risk of supply chain shortage and ensure our delivery of our
own products to our customers in time, we proactively built up our strategic inventories. For
the years ended December 31, 2022, 2023 and 2024, our inventory turnover days were 106, 116
and 170 days, respectively. See “Financial Information — Discussion of Selected Items from
the Consolidated Balance Sheets — Assets — Inventories.”

Overlapping of Customers and Suppliers

During the Track Record Period, we had five major overlapping customers and suppliers.
The total revenue we generated from the overlapping customers and suppliers amounted to
RMB406.8 million, RMB1,142.4 million and RMB937.8 million in 2022, 2023 and 2024,
respectively, and the purchases from the overlapping customers and suppliers amounted to
RMBI11.2 million, RMB16.6 million and nil in the corresponding years, respectively. Such
overlapping was primarily caused by our Consign model, under which our customers supply
substrates to us for epitaxial growth. We will then sell the epitaxial wafers to such customers.
See “— Our Products and Business Models — Our Business Models — Consign.” Our
Directors have confirmed that none of our sales to and purchases from our overlapping
customer and supplier during the Track Record Period was inter-conditional, inter-related or
otherwise considered as one transaction. We negotiate the transactions with our overlapping

customer and supplier on an arm’s-length basis with reasonable and fair pricing terms.

QUALITY CONTROL

We have established a comprehensive set of quality control and assurance procedures to
monitor our operations to ensure compliance with the regulatory requirements and quality
requirements during the entire development, manufacturing, delivery and services processes.
We strictly adhere to the requirements of the IATF 16949 management system, implementing
rigorous quality control measures and establishing a comprehensive customer feedback and
complaint handling process to promptly and effectively address customer concerns. We have

mainly implemented the following procedures for quality control.
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. Raw Material Inspection and Selection: we have established a strict certification
process for selecting qualified suppliers and a comprehensive evaluation and
introduction process for new raw materials. Additionally, we implemented rigorous
material inspection standards. For critical raw materials that have the significant
impact on the quality of our final products such as substrates, we would inspect all
of the substrates to ensure their quality.

. Production Process Monitoring: we have set up key quality control points
throughout the production process to enable on-site inspections and monitoring so
that we could identify potential issues promptly. Critical parameters and data are
recorded in real-time for subsequent analysis and traceability.

. Product Inspection and Testing: we have implemented a comprehensive product
quality inspection standard, along with nonconforming product and abnormality
management standards. We utilize advanced inspection equipment to ensure the
accuracy and reliability of testing. Every product undergoes 100% inspection to
guarantee the quality of outgoing shipments.

. Employee Skill Training: all of our employees undergo rigorous training and pass
competency assessments. Additionally, we regularly organize professional skills and
quality awareness training to continuously improve employees’ quality
consciousness and technical proficiency.

. Quality Records and Management: we maintain a robust quality record system to
ensure data integrity and traceability. We conduct statistical analysis of quality data
to identify potential issues for improvement timely, fostering continuous
enhancement of product quality.

Our SiC epitaxial wafer products exhibit stable physical properties and typically do not
have a fixed shelf life. If it is determined that the delivered product fails to meet the technical
specifications outlined in the agreement with the customer due to quality issues, we offer return
or replacement support. In principle, there is no time limit on after-sales service, ensuring
maximum effort to maintain strong customer relationships.

During the Track Record Period, we have not experienced significant product returns,
replacements, or customer complaints.

DATA PRIVACY AND INFORMATION TECHNOLOGY SYSTEMS

As our customers are power device companies rather than individual consumers, we do
not collect personal information from third parties for our research and development purposes.
In the course of our research and development, we process data in compliance with the
applicable legal requirements and cooperate with qualified partners responsible for
desensitizing data and anonymizing personal information to ensure the data security. See “Risk
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Factors — Risks Related to Our Business and Industry — Security breaches and other
disruptions could compromise our confidential and proprietary information, which could cause
our business and reputation to suffer.” for further details describing the data privacy risks
associated with our operations.

We enforce IT and data securities compliance measures through the implementation of the
Information Security Management Procedure. For technical information, we ensure data
security and business continuity by adopting practices such as data encryption, regular audits,
and the development of data backup and recovery plans, while regularly identifying and
addressing potential risks. For customer data management, we implement robust commercial
information protection measures and access control mechanisms to effectively safeguard
customer data.

During the Track Record Period and up to the Latest Practicable Date, we have not
received any claim from any third party against us on the ground of infringement of such
party’s right to data and privacy protection as provided by any applicable laws and regulations
in the PRC. See “Risk Factors — Risks Related to Our Business and Industry — We may be
subject to claims by third parties for intellectual property infringement.”

Through continuous improvement of our information systems, we have extended the
construction of these systems to cover research and development, sales, production, quality,
supply chain, and other operational departments. This ensures strong support for the
Company’s rapid growth and swift response to market changes. Below are our key information
systems.

. ERP System. We deploy ERP system as an integrated platform for financial, sales,
procurement, and production processes, ensuring robust collaboration among the
core business departments that form the foundation of the Company’s operations.

. Manufacturing Operations Management System. We deploy Manufacturing
Operations Management system which includes multiple modules such as MES
(Manufacturing Execution System), WMS (Warehouse Management System), and
PMS (Predictive Maintenance System). Through real-time data collection and
transmission, we ensure effective control over the production process, timely
delivery of production tasks, real-time monitoring of process yield rates, and strong
assurance of product quality.

. CIM System. The CIM system we have deployed encompasses subsystems such as
EAP (Equipment Automation Program), FDC (Fault Detection and Classification),
SPC (Statistical Process Control), and RMS (Recipe Management System). These
subsystems, in conjunction with the manufacturing operations system, efficiently
manage automated production equipment. By predicting equipment failures through
data analysis, coordinating production tasks with equipment control, and minimizing
manual intervention in the production process, we have significantly enhanced
production efficiency and product quality.

~ 174 -



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

BUSINESS

. HR System. We use HR system to manage the Company’s organizational structure,
employee attendance, recruitment, training, and performance, ensuring scientific
and efficient overall management of the Company’s human resources.

. OA System. We use OA system to implement the Company’s management system
and process, so that various departments can carry out compliance and efficient
cross-department and cross-team collaboration in daily collaboration, which greatly
improves the overall operational efficiency of the Company.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience significant IT system failures or outages that adversely affected our business
operations.

COMPETITION

The SiC epitaxy industry in which we operate is highly competitive and rapidly evolving
with technological innovations, changes in customer demands and preferences, frequent
introduction of new products and application fields. We face intense competition with other
leading players in various aspects of our business, including product design, manufacture and
consumer experience. See “Industry Overview.” See “Risk Factors — Risks Related to Our
Business and Industry — We face substantial competition.”

We believe that we have established our competitive moat. We possess extensive R&D
expertise and large-scale production experience, and we continue refining our SiC foundry
technology to deliver top-tier SiC epitaxial wafers. Furthermore, we have established robust
collaborations with leading semiconductor companies and reputable suppliers, which allows us
to consistently strengthen our market share.

EMPLOYEES
As of December 31, 2022, 2023 and 2024, we employed an aggregate of 402, 833, and

592 full-time employees, respectively. The following table sets forth a breakdown of the
number of our employees as of December 31, 2024 by work function.

Research and Development ... ........... ... ... ... ... ........ 124
Production. . ... ... ... e 400
General and Administrative . . ... ........ .. .. ... . ﬁ
Total . . . ... .. . 592
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Substantially all of our employees are based in the PRC. Our success depends on our
ability to attract, retain and motivate qualified personnel, and we have adopted high standards
and strict procedures in our recruitment, including campus recruitment, online recruitment and
internal referral. We recruit employees based on their educational background, relevant
experience in similar positions and professional qualifications, as well as our expansion
strategy and job vacancies. We offer competitive compensation for our employees. In addition,
we provide bonus regularly to employees who make contributions to our technological
innovation. Also, for those with outstanding work performance, we reward them with higher
compensation or promotion. We also enhance the development of corporate culture and
employee engagement by organizing various activities and trainings to enrich employee’s
professional skills, boost morale, and improve the work environment.

We entered into confidentiality and non-compete agreements with all employees. These
agreements stipulate that employees must maintain lifelong confidentiality regarding the
Company’s trade secrets and that intellectual property created by employees during their tenure
belongs to the Company. We also enforce non-compete clause with employees with access to
the Company’s core technologies and trade secrets. Under this clause, employees are prohibited
from joining competing companies operating in the SiC industry chain for a period of two years
after their departure. During this non-compete period, the Company provides monthly
compensation.

As required by PRC laws and regulations, we participate in various employee social
security schemes organized by municipal and provincial government, including pension,
maternity insurance, unemployment insurance, work-related injury insurance, health insurance
and housing provident fund.

We believe that we maintain a good working relationship with our employees, and we
have not experienced any significant labor disputes or any difficulty in recruiting staff for our

operations during the Track Record Period and up to the Latest Practicable Date.

INSURANCE

Pursuant to PRC regulations, we provide social insurance including pension insurance,
unemployment insurance, work-related injury insurance, maternity insurance and medical
insurance for our employees based in China. We also purchase supplemental employer’s
liability insurance to cover generic risks that may arise from our ordinary course of business
and property insurance to safeguard our property and mitigate risks of various accidental
losses. Our Directors consider our insurance policy as a whole is in line with the general market
practice and complies with the relevant rules and regulation in China. See “Risk Factors —
Risks Related to Our Business and Industry — We may not have sufficient insurance coverage
to cover our potential liability or losses.”
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE

We are committed to fostering sustainable practices, promoting social responsibility, and
maintaining strong governance standards, reflecting our dedication to Environmental, Social,
and Governance (“ESG”) principles. We have established environmental and occupational
health and safety management systems, as well as a production safety system. We have
developed a comprehensive set of policies and procedures covering aspects including
environmental protection, production safety, employee welfare, and anti-corruption efforts.

Our operations and facilities comply with extensive environmental, health, and safety
laws and regulations. These include the management of hazardous materials and the disposal
of hazardous and harmful waste produced by our facilities. We also actively reduce energy
consumption and waste generation by upgrading production processes. We are committed to
creating a positive work environment for all employees. We place significant emphasis on
employee safety and welfare. We regularly conduct relevant skills training for our employees
to enhance workplace safety. We have introduced independent directors into our board to
oversee the effective implementation of our corporate governance initiatives.

ESG Governance

We are fully aware of our responsibilities to promote corporate social responsibility and
integrating it into all major aspects of our business operations. We are committed to complying
with ESG reporting requirements and we strive to carry out our business in a manner that
protects the environment and the health and safety of our employees and we plan to establish
a committee specifically tasked with the implementation of ESG-related measures. To
effectively manage ESG issues, we plan to establish a set of ESG policies, in accordance with
the standards of Appendix C2 to the Listing Rules, which outlined, among others, (i) the
appropriate risk governance on ESG matters, including climate-related risks and opportunities,
(ii) ESG strategy formation procedures, (iii) ESG risk management and monitoring, (iv) the
identification of key performance indicator (“KPI”) and (v) the relevant measurements and
mitigating measures. Our Board of Directors will be responsible for ESG decision-making,
governance and supervision. This includes, among others, (i) the formulation and revision of
ESG strategies, framework and policies; (ii) the assessment, management and control of ESG
risks; (iii) the review of ESG objectives and evaluation of the implementation of ESG
objectives; (iv) the examination of the ESG management systems and reports; and (v) the
provision of oversight and guidance on ESG matters.

Through regular ESG-related training, we seek to promote and provide guidance on
ESG-related knowledge to all employees and the management. The Board will supervise the
preparation of our ESG reports and conduct a thorough review of these reports. We plan to
develop a set of ESG strategies. These procedures include formulating plans that clearly define
the measures to be taken, responsible personnel, timelines and the metrics for evaluating goal
achievement, as well as inspections conducted from time to time to promptly correct any issues
identified and report on the implementation status of the plans. In addition, we are committed
to transparency in our ESG performance. Our ESG goals and metrics will be disclosed in the
annual ESG reports, providing stakeholders with information on our progress and performance.
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ESG Risk Identification, Assessment and Management and Opportunities

We regularly assess ESG-related risks and our Board remains well-informed of the major
risks faced by the Company and the current status of risk management, enabling it to make
effective risk control decisions and to consider and approve the risk assessment of major
decisions and solutions to major risks, all while maintaining effective control over various
operations and matters within an acceptable level of risk tolerance. The following section sets
out our assessment of actual and potential ESG-related risks:

Environmental Risks

Natural disasters, public health emergencies, or other unforeseen events pose risks to our
operations. These events could disrupt production and supply chains, leading to potential
financial losses and operational downtime. See “Risk Factors — Risks Related to Our Business
and Industry — We may be subject to natural disasters, health epidemic, acts of war, terrorism
or other factors beyond our control.” Water resources, particularly ultrapure water, are critical
for the production of SiC epitaxial wafers, and any shortages could severely hinder our
production capabilities. Additionally, the implementation of more stringent waste disposal
requirements may increase the likelihood of environmental pollution and regulatory violations,
which could result in hefty fines and reputational damage.

Climate-Related Risks

Our production facilities are exposed to physical risks from extreme weather events such
as typhoons and heavy rains. These extreme weather conditions can cause power outages,
flooding, and other disruptions, which could lead to safety issues, forced suspension of
research and production activities, and increased operating costs. The impact on our production
capabilities could be significant, potentially causing delays and financial losses.

Growing scrutiny of our ESG performance by regulators, investors, and customers may
expose us to transition risk. The ongoing implementation of ESG-related regulations is
elevating the expectations for corporate practices and disclosures in areas such as emissions
and resource utilization. Investors are increasingly prioritizing ESG principles, incorporating
corporate ESG performance into their decision-making processes. Meanwhile, our customers
are becoming more aware of ESG impact, favoring products that incorporate sustainable
elements in their design and production. See “Risk Factors — Risks Related to Our Business
and Industry — We are subject to changing laws, regulations and social trends regarding
environmental, social and governance risks, which may increase our operational costs and our
risk of non-compliance. Compliance with evolving regulations may also cause delays in our
production.”
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Regulatory Risks

Compliance with PRC laws and regulations related to environmental, safety, and
occupational health matters presents social risks. Maintaining strict compliance is essential to
avoid legal issues and ensure the safety and well-being of our employees and communities.
Failure to fully adhere to these regulations can lead to substantial fines or other liabilities, and
adversely affect our business, financial condition, and operating results. See “Risk Factors —
Risks Related to Our Business and Industry — We are subject to changing laws, regulations
and social trends regarding environmental, social and governance risks, which may increase
our operational costs and our risk of non-compliance. Compliance with evolving regulations
may also cause delays in our production.”

Goals and Measures

To mitigate the identified risks, we have established quantitative targets and implemented
various measures aimed at reducing the environmental, social, and climate-related impacts on
our business. Our quantitative targets for 2030 include a 5.0% reduction in energy consumption
and in water consumption per wafer compared to 2024.

We plan to establish internal procedures and collaborate with third parties to monitor
changes in ESG-related laws and regulations, assess their applicability, and ensure our
adherence to the relevant requirements. We have incorporated environmental criteria into our
supplier selection process to ensure alignment with our policy on energy saving, emission
reduction and clean production. During the Track Record Period and up to the Latest
Practicable Date, we were not subject to any penalties for non-compliance with relevant
regulations on environmental, social and governance.

Environmental Protection

Our business operations comply with the Law of the People’s Republic of China on the
Prevention and Control of Air Pollution, the Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution by Solid Waste, the Law of the People’s
Republic of China on Energy Conservation and various present laws and regulations on
environmental protection promulgated by the PRC regulatory authorities which have material

effects on our operations.

We have adopted an environmental evaluation and control policy as the foundational
document for our environmental management, guiding our internal environmental management
practices and signifying our commitment to external stakeholders. We plan to formulate
additional internal policies to facilitate environmental protection practices in our everyday
operations.

Unless otherwise specified, the scope of our report on environmental protection
performance indicators covers the Company and our wholly-owned subsidiary, Epiworld
Materials.
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We pay close attention to resource consumption, greenhouse gas emissions and waste
disposal in our operations, and we actively seek to optimize our business and production

processes to manage the environmental and climate-related risks.

. Resource consumption. We primarily utilize resources such as energy, water, paper,
and packaging materials in our daily operations. We actively promote energy saving
and consumption reduction to reduce resource usage. The following table sets forth
a breakdown of the consumption of energy, water, paper, and packaging materials
during the years indicated:

Years Ended December 31,

2022 2023 2024
Energy consumption (MWh) . . ... .. 16,456.86 44,031.40 43,390.16
Energy consumption intensity
(MWh per employee). . ......... 38.54 52.86 73.29
Water consumption (m3) .......... 99,636.77 288,091.67 300,221.00
Water consumption intensity
(m’ per employee). ... ......... 233.34 345.84 507.13
Paper consumption (tonne) . ....... 0.0011 0.0013 0.0016
Paper consumption intensity
(tonne per employee) .......... 2.57 1.58 2.74
Packaging materials (tonne) .. ... .. 6.11 14.29 13.29
Packaging materials intensity
(tonne per employee) . ......... 0.01 0.02 0.02
. Greenhouse gas emission. Our Scope 1 emission represents direct GHG emissions

generated from the use of gasoline from the Company’s vehicles. Our Scope 2
emission represents indirect GHG emissions generated from the use of purchased
electricity. Our Scope 3 emission represents other indirect GHG emissions generated
from paper disposal, business air travels, water consumption and sewage treatment.
The following table below sets forth a breakdown of our Scope 1, Scope 2, and
Scope 3 emissions for the years indicated:

Years Ended December 31,

2022 2023 2024

Total GHG emission (tonne of CO,

equivalent) .. ................ 11,054.71 46,931.67 63,570.63
Scope 1 (tonne of CO, equivalent) . . 201.82 700.68 463.30
Scope 2 (tonne of CO, equivalent) . . 10,040.33 26,859.74 26,463.92
Scope 3 (tonne of CO, equivalent) . . 812.55 19,371.25 36,643.41
Total GHG emission intensity (tonne

of CO, equivalent per employee) . 25.89 56.34 107.38
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. Waste disposal. The wastes generated in our daily operations include air emissions,
hazardous waste and non-hazardous waste. Our air emissions comprise mobile fuel
emitted from our vehicles in 2023 and 2024. Our hazardous waste includes lubricant
oil, HW49, and HW 13, all of which are handled by incineration. Our non-hazardous
waste includes industrial waste such as construction waste, material and facility
equipment packaging, and others. Our non-hazardous waste is collected and
transported by vendors and ultimately incinerated. To ensure that our waste
disposals are compliant with relevant laws and regulations, we engaged third-party
testing agencies to conduct evaluation. The following table sets forth a breakdown
of the wastes generated during the years indicated:

Years Ended December 31,

2022 2023 2024

Air emissions

Nitrogen oxides (kg)........... — 1.27 1.72

Sulphur oxides (kg)............ —_ 0.25 0.34

Particulate matter (kg).......... — 0.09 0.13
Hazardous waste (tonne). . ........ 6.91 457.81 696.69
Hazardous waste intensity

(tonne per employee) . ......... 0.02 0.55 1.17
Non-hazardous waste (tonne) . . . . . . -@ 66.68 29.80
Non-hazardous waste intensity

(tonne per employee) . ......... - 0.08 0.05

Notes:

(1)  There are no records available for air emissions in 2022 as we did not retain data for mobile fuel
used during that year.

(2)  There are no records available for non-hazardous waste in 2022.
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Metrics and Targets

We employ a set of metrics, targets and measures to assess and manage the environmental

risks impacting our business. These efforts are aimed at reducing the consumption of energy

and water, thereby mitigating the environmental footprint of our operations.

Metric Target Timeline Measures
Energy consumption We aim to reduce By December 31, To achieve this target, we plan to develop
and density . . . . energy consumption 2030. internal policies and systems to

by 5.0% per wafer
compared to 2024
levels.

Water consumption ~ We aim to reduce water By December 31,
and density . . .. consumption by 2030.
5.0% per wafer
compared to 2024
levels.
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standardize our use of energy.
Furthermore, we have adopted energy
saving measures such as maintaining
optimal air conditioning temperatures,
advocating the rational use of lifts, and
promoting the use of energy-efficient
appliances. We also require employees to
switch off lights and electronic devices
when they leave, and continuously carry
out campaigns and activities on energy-
saving skills, energy saving behaviors
and other topics related to environmental
protection for the purposing of
encouraging employees to jointly create
a green office environment.

To achieve this target, we have

implemented water saving projects and
relied upon storage systems to recycle
and reuse water. We have also
formulated internal policies and systems
to utilize and manage water resource in a
sustainable manner. Additionally, we
require employees to close faucets after
use, and we have put up water saving
reminder labels to raise our employees’
water saving awareness.
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Social Responsibility

Employment and Care

We are committed to creating a diverse, equal and positive work environment and
development platform for our employees. Our workforce comprised 402, 833, and 592
dedicated employees as of December 31, 2022, 2023, and 2024, respectively. For further details
on employment, see “— Employees”.

We strictly comply with the Labor Law of the PRC, the Labor Contract Law of the PRC
and the Provisions on Prohibition of the Use of Child Labor and other pertinent laws and
regulations. We established comprehensive policies, including the (i) Employee Manual, (ii)
New Hire Management Policy, (iii) Business Code of Conduct, and (iv) Whistle-blower
Protection Management Policy, to guarantee that our employment practices are both lawful and
compliant.

We are guided by the principles of openness, fairness and justice and provide equal
opportunities to all employees and job seekers. We hire employees based on their merits,
following the principles of lawfulness, fairness, equality, voluntariness, consensus, honesty
and credibility. We strictly prohibit discrimination in recruitment and employment, including
but not limited to nationality, race, gender, religious beliefs, etc., and prohibit forced labor,
labor trafficking and the use of child labor. During the Track Record Period and up to the Latest
Practicable Date, there were no incidents in violation of the Company’s policies or relevant
laws and regulations pertaining to child labor, forced labor, labor trafficking or employee
discrimination.

Development and Training

Recognizing that the cultivation and expression of our employees’ personal values are
integral to our overall value, we provide a robust training system and development channels for

our employees.

To support professional development, we provide our employees with onboarding training
and on-the-job training. The onboarding training for employees includes explaining
professional knowledge, internal policies and procedures, and company culture and values. The
on-the-job training is provided based on the specific work requirements. At the same time, we
also provide relevant leadership training for managers at different levels to help managers
improve their team management skills and continue to move towards better management
positions.
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Occupational Health and Safety

We are committed to providing and maintaining a healthy and safe workplace for our
employees. The Company has obtained ISO45001:2018 for Occupational Health and Safety
Management System. To mitigate the risks in the workplace that may endanger the health of
employees or damage the property of the Company, we have formulated safety management of
hazardous chemicals and pollution prevention and control strategies. We are in the process of
developing additional procedures to establish operating standards and emergency response
protocols.

We have implemented measures and policies include, but are not limited to, the
Environmental Health and Safety Management Manual, the Potential Hazard Identification and
Management Measures, the Operator Safety Procedures Related to SiC Epitaxy Production
Operations and various types of procedural documents and management measures that outline
our operating standards, emergency response protocols, safety management of hazardous
chemicals and control strategies.

We regularly provide EHS training to our employees in accordance with our internal
policies to ensure adherence to relevant laws and regulations. We also remind our employees
to take safety precautions and enhance their safety awareness on a daily basis. During the Track
Record Period and up to the Latest Practicable Date, we did not experience any work-related
fatalities or material work-related injuries or incur penalties arising from any material
non-compliance with work-related safety laws and regulations. During the Track Record Period

and up to the Latest Practicable Date, our rate of material workplace injuries was 0.0%.

Supply Chain Management

We have established procedures related to supplier selection and management, which
include a rigorous supplier vetting and approval process, as well as detailed protocols for
ongoing monitoring and review of our suppliers, to mitigate risks relating to our supply chain
and build a more environmentally friendly supply chain. We have adopted a rigorous supplier
selection process that involves supplier qualification review, material validation, quality
system audit, and risk assessment. Our supplier selection process stringently governs the entry
criteria for suppliers and conduct regular assessments and evaluations of supplier qualifications
to ensure compliance with our environmental and social responsibility requirements. Only after
passing the evaluation can suppliers be included in our “qualified supplier list”, thereby
ensuring the stability and reliability of the supply chain.

Product Liability
We have established a comprehensive set of quality control and assurance procedures to
monitor our operations to ensure compliance with the regulatory requirements and quality

requirements during the entire development, manufacturing, delivery and services processes.
For details on product liability, please see “— Quality Control.”

— 184 -



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

BUSINESS

Anti-corruption

We attach great importance to business ethics and integrity, and have formulated a series
of policies such as the Employee Integrity and Self-Discipline Management Measures and the
Business Code of Conduct. In addition, all employees are required to sign the Integrity and
Self-Discipline Guarantee upon joining the Company. We also conduct occasional training,
meetings and presentations regarding anti-corruption.

To prevent and detect fraud, we established internal control mechanisms that include
hotlines, emails and offline options, are open to employees at all levels and any external parties
in society who have direct or indirect economic relations with the Company. All submissions
are investigated in accordance with an approved investigation plan. The internal audit
department will fully protect the confidentiality of the whistle-blowers, and the information of
all whistle-blowers will be kept strictly confidential. Furthermore, we require our suppliers to
enter into integrity agreements and to promise in writing to comply with the requirements of
ethical conduct stipulated in the agreement.

As of the Latest Practicable Date, we were not involved in any legal proceedings in
relation to corruption, bribery or fraud.

PROPERTIES

Our principal executive office is located in Xiamen, China. We own and occupy certain
land parcels and buildings in the PRC for our business operations. These owned properties are
used for non-property activities as defined under Rule 5.01(2) of the Listing Rules. As of the
Latest Practicable Date, we owned two land parcels with a total site area of 96,721.6 sq.m.,
seven properties with a total gross floor area of 42,777.5 sq.m. in the PRC, and one
construction-in-progress with an expected gross floor area of approximately 93,027.0 sq.m in
the PRC. These properties are primarily used as our manufacturing facilities, warehouses and
offices to support our business operations. The Company has two major construction projects,
Phase I and Phase II, of which Phase I has completed construction and is currently undergoing
property ownership registration procedures and Phase II is under construction. According to
our PRC Legal Adviser, we have obtained all material licenses, permits and certificates with
respect to land and properties as required by relevant PRC laws and regulations.

As of the Latest Practicable Date, we currently do not lease any properties from third
parties.
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LICENSES, APPROVALS AND PERMITS

The following table sets forth the details of the material licenses and permits necessary
for the business operations in which we engaged in China.

Entity Holding the
License/Permit License/Permit Grant Date

Expiration Date

High and New Technology The Company
Enterprise . . . . .... ..

Work Safety The Company
Standardization
Certificate. . . . ... ...

Environmental The Company
Management System
Certification . .......

Occupational Health and ~ The Company
Safety Management
System Certification . . .

Quality Management The Company
System Certification . . .

Automotive Quality The Company
Management System
Certification . .......

Enterprise Intellectual The Company

Property Management
System Certification . . .
Receipt on Customs Import The Company
and Export Consignor
and Consignee
Registration. . .. ... ..
Permit for the Discharge ~ The Company
of Urban Sewage into
Drainage Network. . . . .
Registration Form of The Company
Pollution Discharge for
Fixed Pollution Sources
and Receipt on the
Registration of Pollution
Discharge for Fixed
Pollution Sources . . . . .

Note:

2023.12.07

2022.09.12

2023.11.02

2023.11.02

2024.10.24

2022.10.17

2023.07.13

2011.11.14

198#: 2023.11.29
196#: 2025.02.26

1984#: 2024.01.29
196#: 2024.01.17

2026.12.06

2025.09

2025.12.16

2025.12.12

2025.12.16

2025.10.16

2025.07.07

_

1984#: 2028.11.28
196#: 2030.02.25

198#: 2029.01.28
196#: 2029.01.16

(1):  The customs registration receipt for consignees and consignors of imported and exported goods that the
Company obtained remains effective for long term and does not have an expiration date as of the Latest

Practicable Date.

During the Track Record Period and up to the Latest Practicable Date, we had obtained
all material licenses, permits, approvals and certificates necessary to conduct our actual
business operations from the relevant government authorities in the PRC, and such licenses,
permits, approvals and certificates remained in full effect.
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LEGAL PROCEEDINGS AND COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, we had not been
involved in any actual or pending legal, arbitration or administrative proceedings (including
any bankruptcy or receivership proceedings) that we believe would have a material adverse
effect on our business, results of operations, financial condition or reputation and compliance.

According to our PRC Legal Adviser, the business operations we engaged in had been
carried out in compliance with applicable PRC laws and regulations in all material respects
during the Track Record Period and up to the Latest Practicable Date.

RISK MANAGEMENT AND INTERNAL CONTROL

We have established and currently maintain risk management and internal control systems
consisting of policies and procedures that we consider to be appropriate for our business
operations. We are dedicated to continuously improving these systems. We have adopted and
implemented risk management policies in various aspects of our business operations. Our
Board of Directors is responsible for the establishment of our internal control systems, while
our senior management monitors the daily implementation of the internal control procedures
and measures.

Operational Risk Management

Operational risk includes risk of direct or indirect financial loss resulting from incomplete
or problematic internal processes, personnel mistakes, IT system failures or external events,
and we have adopted a series of internal procedures to address such risk. Our administration,
information technology, human resources, and finance departments are collectively responsible
to ensure the compliance of our operations with internal procedures. In the event of a major
adverse event, the matter will be escalated to our senior management to take appropriate

measures.

Compliance Risk Management

We have designed and adopted strict internal procedures to ensure the compliance of our
business operations with the relevant rules and regulations. In accordance with such
procedures, we have designated personnel carefully reviews the contracts we enter into with
customers, suppliers and partners and examines related documents, including necessary due
diligence materials and licenses and permits obtained by the other party to fulfill its obligations
under the relevant contract. In addition, we regularly review and monitor changes in relevant
laws and regulations as well as the regulatory environment to ensure compliance in our
business operations. We also have an internal audit department that continuously supervises
compliance efforts within departments and reports to our senior management.
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Intellectual Property Risk Management

As a technology-focused company, we may face claims related to intellectual property
rights. To ensure proper management of our intellectual property, we have various internal
policies and established an internal intellectual property management system:

. We have developed and enacted robust internal policies and procedures for the
management of intellectual property rights, including the management of
intellectual property acquisition, maintenance, implementation, licensing and
transfer, as well as the requirements and job responsibilities for positions related to
intellectual property management.

. To safeguard against potential infringements on both our intellectual property rights
and those of others, we have designated personnel responsible for intellectual
property management, conducts thorough searches and analyses of our R&D
outcomes upon the completion of scientific research projects and technology
development, which includes the determination of any possible infringements and
preparing detailed inspection reports to ensure compliance and prevent
infringement. In addition, our employees are required to adhere to strict
confidentiality obligations and sign confidentiality agreements and non-compete

agreements.

Investment Risk Management

We invest in or acquire businesses that are complementary to our business and in line with
our overall growth strategies, such as businesses that can expand our service offerings and
strengthen our technological capabilities. We evaluate and screen investment opportunities
based on our growth strategies and we engage in comprehensive due diligence process to assess
the risks of potential projects.

Information Security and Data Privacy Risk Management

Sufficient maintenance, storage and protection of our data and other related information
are critical to our success. We have implemented relevant internal procedures and controls to
ensure that our data is protected and that leakage and loss of such data are avoided. To ensure
information security, we have implemented a suite of IT security policies and procedures to
govern various aspects of data handling, including information security, IT device management
and system maintenance, and network and database management. We have also developed strict
internal control and data accessing mechanisms and detailed approval and operation procedures
regarding data storage and processing.

During the Track Record Period and up to the Latest Practicable Date, we have not

become aware of any material information leakage or loss of our data and we did not
experience any material system failure in our IT infrastructure.
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Anti-corruption Risk Management

Anti-corruption risk refers to the risk of use of cheating, bribery or other illegal measures
for (i) the pursuit of improper personal benefits at the expense of our Company’s economic
interests and (ii) the pursuit of improper interests of the Company. We have implemented
thorough anti-corruption policies and a whistleblower mechanism for reporting misconduct
anonymously, either for the pursuit of improper personal benefits or improper interests of the
Company. Our internal audit department provides regular reports to the Audit Committee of the
Board. Violations of these policies result in appropriate disciplinary action, and we provide
internal training to all employees while keeping our customers and suppliers informed of our
anti-corruption policies and practices.

Audit Committee Experience and Qualification and Board Oversight

To ensure the effectiveness of our risk management policies, we have established an Audit
Committee to review and supervise our financial reporting process and internal control system
on an ongoing basis to ensure that our internal control system is effective in identifying,
managing and mitigating risks involved in our business operations. Any major issues identified
will be reported to the Audit Committee and the Board annually.

AWARDS AND RECOGNITIONS

Award/Recognition Award Authority Award Year

Strategic Cooperation Award Zhuzhou CRRC Times 2024
(%Hﬁ/ﬁ\ﬁzﬁ) ................ Semiconductor Co., Ltd.

Fujian Provincial-Level Fujian Provincial Department 2024
Manufacturing Industry Single of Industry and Information
Champion Enterprises (f8 & & Technology
ARSI HEARSE) L

Fujian Provincial Advantageous Fujian Provincial Department 2023
Products and Technologies in of Industry and Information
the Field of Industry and Technology
Information Technology (First
Batch) (f& & & LEMENLiE
SRS S ANE T R i) .

Outstanding Quality Award Zhuzhou CRRC Times 2022
(FLBESE) Semiconductor Co., Ltd.

State Grid Smart Grid Research State Grid Smart Grid 2021
Institute Award for Progress in Research Institute
Science and Technology (EJ#4J%
SRV HEOEL ) L

Perfect Quality Award Customer A 2020

(GEFEMESE)
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BOARD OF DIRECTORS

Our Board comprises nine Directors, including three executive Directors, three non-
executive Directors and three independent non-executive Directors. Pursuant to the Articles of
Association, our Directors are elected and appointed by our Shareholders at a Shareholders’
meeting for a term of three years, which is renewable upon re-election and re-appointment.

The following table sets out key information about our Directors.

Date of
Time of Appointment
Joining our as a
Name Age Position/Title Group Director Responsibilities
Executive Directors
Dr. Zhao Jianhui 65 Executive Director ~ March 2011~ March 2011 Responsible for the
(EEHE) .. and chairperson Company’s overall
of the Board strategic planning and
operational decisions
Ms. Pan Menghan 62 Executive Director ~ March 2011 ~ March 2011 ~ Responsible for assisting
&) ... ... in overseeing the
day-to-day operation
of the Company
Ms. Bai Liting 63 Executive Director ~ March 2022 July 2022 Responsible for the
(HER) .. .. .. human resources
matters of the
Company
Non-executive Directors
Mr. Fang Wei 50 Non-executive March 2025 March 2025 Participating in the
&y ....... Director formulation of our
Company’s corporate
and business strategies
Mr. Su Ping 64 Non-executive June 2011 October 2013 Participating in the
#F . Director formulation of our
Company’s corporate
and business strategies
Ms. Xie Jieping 52 Non-executive March 2025  March 2025  Participating in the
(BT ... .. Director formulation of our

Company’s corporate
and business strategies
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Date of
Time of  Appointment
Joining our as a
Name Age Position/Title Group Director Responsibilities
Independent Non-executive Directors
Dr. Kang Junyong 65 Independent May 2023 May 2023 Responsible for
(RfRE) . ... .. non-executive providing independent
Director opinion and judgment
to the Board
Dr. Liao Yi 40 Independent March 2025  March 2025  Responsible for
(Big) ... ... non-executive providing independent
Director opinion and judgment
to the Board
Dr. Su Xinlong 60 Independent May 2023 May 2023 Responsible for
(BEHTHE) .. .. .. non-executive providing independent
Director opinion and judgment

to the Board
Executive Directors

Dr. Zhao Jianhui (HEHZEE), aged 65, is our founder, executive Director and chairman of
the Board mainly responsible for the Company’s overall strategic planning and operational
decisions.

Dr. Zhao is a leading scientist in the SiC-related field, with over 35 years of dedicated
R&D experiences in SiC technology development. He is the first scientist elected as an IEEE
Fellow based on significant contributions to the R&D and application of SiC technologies.
After he founded the Company in 2011, he has been serving as our Director and also our
chairman of the Board from 2011 to 2012 and since 2014. He has been a chair professor at
Xiamen University (J& M K#£) in the PRC since December 2021. After 1988, Dr. Zhao served

in an educational institution in the United States for years.

Dr. Zhao obtained a bachelor of science degree in physics from Xiamen University (J&
M KE) in the PRC in July 1982. He received a doctorate degree in electrical and computer
engineering from Carnegie Mellon University in May 1988.

Ms. Pan Menghan (BZ#) (former name: Pan Menghan (& dii%)), aged 62, is our

executive Director mainly responsible for assisting in overseeing the day-to-day operation of
the Company.
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Ms. Pan has over 26 years of experience in the telecommunications and engineering
sectors. Before joining the Group, she served at a manufacturing company in the United States
in the 2000s. Prior to that, Ms. Pan worked in various computer and manufacturing companies
in the United States in 1990s. In the 1980s, Ms. Pan worked in the technical department of
Xinhua News Agency.

Ms. Pan obtained her bachelor’s degree in radio technology communication from
Chengdu Institute of Radio Engineering (BB & il LFEEEPE) (currently known as University of
Electronic Science and Technology of China (¥ FH%ZK#)) in the PRC in July 1984. She
received a master’s degree in electrical engineering in October 1993 from New Jersey Institute
of Technology.

Ms. Bai Liting (BE#F), aged 63, is our executive Director mainly responsible for the
human resources matters of the Company.

Ms. Bai joined our Company in March 2022 and has been serving as our deputy director
of administration and human resources. Prior to joining our Company, she served as the vice
chair of the risk control committee at Xiamen Lianfa (Group) Forever Co., Ltd. (J& {5 ok
A PR/ F]) from May 2016 to January 2019 after serving as its assistant to the general manager
and deputy general manager from February 2003 to May 2016. Prior to that, Ms. Bai was the
department manager and assistant general manager at Xiamen Lianfa (Group) ETOP Co., Ltd.
(E M8 A R/ \]) from February 2001 to January 2003.

Ms. Bai obtained her bachelor’s degree in radio technology from Fuzhou University (&
ML) in the PRC in October 1982.
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Non-executive Directors

Mr. Fang Wei (551&), aged 50 is our non-executive Director mainly responsible for
participating in the formulation of our Company’s corporate and business strategies.

Mr. Fang has over 25 years of experience in wireless product engineering and corporate
management. Prior to joining our Company, he has been working in Huawei Technologies Co.,
Ltd. (FELH AR F]) since February 1999 where he successively held various positions,
last serving as the fifth track board director.

Mr. Fang has served as a director taking non-executive role at companies invested by
Huawei, including JoulWatt Technology Co., Ltd. (BE#eEFRFHME T DA R A, stock code:
688141.sh) since May 2024, SICC Co., Ltd. (IR KESCHERFMBA RAF, stock code:
688234.sh) since February 2024 and Suzhou Oriental Semiconductor Company Limited (#f/!
PR EHE (A PR T, stock code: 688261.sh) since December 2023, all being companies
listed on the Shanghai Stock Exchange.

Mr. Fang obtained his bachelor’s degree in communication engineering in July 1996 and
his master’s degree in communication and information systems in March 1999, both from
Shanghai Jiao Tong University (#5387 K£) in the PRC.

Mr. Su Ping (%), aged 64, is our non-executive Director mainly responsible for
participating in the formulation of our Company’s corporate and business strategies.

Mr. Su joined our Group in June 2011 as a supervisor until October 2013, and has served
as a Director since October 2013. From June 2018 to May 2023, he was the vice chairperson
of the Company. Prior to joining our Company, he served as the general manager of Xiamen
Lianfa (Group) Forever Co., Ltd. (J& M550 B/ F) from August 1998 to March 2021.

Mr. Su obtained his bachelor of science degree in physics from the department of physics
at Xiamen University (Z["IK%%) in the PRC in July 1982.

Ms. Xie Jieping (#Z8F), aged 52, is our non-executive Director mainly responsible for
participating in the formulation of our Company’s corporate and business strategies.

Ms. Xie has served in the management position of Xiamen Industrial Investment Co., Ltd.
(EF?W%%TQ%@ BE/A\@) from June 2024 until now. Ms. Xie served in a management
position in Xiamen Venture Capital Co., Ltd. (J& "] i 81 248 & A7 FR/A F]) in July 2019. Ms. Xie
served as the managing partner, chief financial officer, and deputy general manager of Xiamen
Taikun Investment Co., Ltd. (B FIZEHHEFRAF]) from January 2005 to July 2012. From
June 2001 to December 2004, she has served as the director of the finance department, assistant
to the chairman, and chief financial officer of Xiamen Weidiya Technology Co. Ltd (J& ']t
SR AT BRZA F]). From August 1993 to June 2002, she successively served as deputy director
of the negotiation department, deputy director of the credit department, deputy director and
director of the funds department in Xiamen International Bank Co., Ltd. (J& "8 B¥R1 TR A4
R ).
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Ms. Xie also holds multiple positions in various companies currently, including:

. a director at Xiamen Sky Semiconductor Technology Co., Ltd. (J& "] %K} E R}
H A B/ F]) from December 2024 until now;

»  adirector at Xiamen Tianma Display Technology Co., Ltd. (& "] K& HRFH A R
N F)) from November 2024 until now;

e adirector at Xiamen Shilan Jihong Semiconductor Co., Ltd. (J& "]t B4 72 25 il
ﬁfgﬁ/&ﬁl) from September 2024 until now;

. a non-executive director of CALB Group Co., Ltd. (" AIH URHY 4 B B A R
A]) (stock code: 3931.hk), a company listed on the Stock Exchange since December
31, 2024,

. a director of Xiamen Industrial Investment Co., Ltd. (J&MTiEEHEARAF)
from March 2024 until now;

«  adirector at Xiamen Yaxon Zhilian Technology Co., Ltd. (J& IR BB B A
FRZAF]) from June 2023 until now;

«  adirector of Xiamen Tianma Optoelectronics Co., Ltd. (J& M KENXEFARA A
from May 2022 until now; and

+ a director of Xiamen Venture Capital Co., Ltd. (JEM T BIZEHREHGRAF) from
March 2015 until now.

In addition, Ms. Xie currently serves as the president of the Xiamen Entrepreneurship and
Investment Association (& fIZEE £ & 15 €r). She served as the director of the Private
Equity Fund Self-discipline and Supervision Committee of the Securities, Futures and Fund
Association of Xiamen (JEMiEFHHERESEM GRS AREREEZBE) from April
2017 to December 2024. With many years of experience in the financial industry and industrial
and equity investment fund sectors, she was recognised as a “High-Level Financial Specialist
in Xiamen” (BT BB A) in 2021,

Ms. Xie obtained her bachelor’s degree in economics in July 1993 and master’s degree in
business administration in June 2006 from Xiamen University (J& [ K%22) in the PRC.

Ms. Xie also notified the Board that she has served as director of UCAR (Xiamen)
Information Technology Co., Ltd. (Fi/HEH(E M) 5 BEHHL A RAR) (“UCAR”) since May
2019. UCAR was incorporated on March 14, 2019 in Xiamen City, Fujian Province, People’s
Republic of China, primarily as an investment platform to hold shares in Beijing Borgward
Auto Co., Ltd. (AL B IRIZKHEA A PR F]) (“Borgward Auto”). On October 31, 2023, it was
apparent that UCAR lacked the capacity to discharge the debts due with its failure to repay all
the defaulted debts due and inability to settle them even after compulsory enforcement by the
People’s Court. As such, the bankruptcy liquidation application of Borgward Auto against
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UCAR was ruled to be accepted by the Intermediate People’s Court of Xiamen City, Fujian
Province (the “Court”). Borgward Auto had ordinary claims of RMB1,121,280,281.68 and
subordinated claims of RMB17,614,380 against UCAR confirmed by a ruling of the Court on
May 6, 2024. On the same day, due to the insufficiency of UCAR’s property to cover
bankruptcy expenses, the court declared bankruptcy of UCAR and terminated its bankruptcy
proceedings. Ms. Xie confirmed that (i) she was neither the applicant nor the respondent in the
bankruptcy proceedings of UCAR; (ii) she was not aware of any actual or potential claim that
had been or would be brought against her as a result of the bankruptcy; and (iii) there was no
financial impact of the bankruptcy on her.

Independent Non-executive Directors

Dr. Kang Junyong (BEf&2 BE), aged 65, is our independent non-executive Director mainly
responsible for providing independent opinion and judgment to the Board.

Dr. Kang has over 26 years of experience in the research of semiconductor sectors. He has
been a professor since 1999 in the department of physics at Xiamen University (J& M RKE) in
the PRC, where he also successively served as an associate professor from December 1995 to
December 1999, a lecturer from 1993 to 1995 and an assistant professor from 1987 to 1989.

Dr. Kang also serves as a director taking non-executive role in various companies
currently, including an independent director of Xiamen Guangpu Electronics Co., Ltd. (")
BT AR, a company listed on the Shenzhen Stock Exchange (stock code:
300632.sz), from July 2024 until now and an independent director of SANAN Optoelectronics
Co., Ltd. (ZLHNEBRMAFR/AF]), a company listed on the Shanghai Stock Exchange (stock
code: 600703.sh), from December 2019 until now.

Dr. Kang obtained a bachelor’s degree in radio physics in July 1982 and a master’s degree
in semiconductor physics and device physics in August 1987, both from Xiamen University (/&
MKE) in the PRC. In December 1993, he was awarded a doctorate degree in science from
Xiamen University. He also completed the 18th University-Wide Training Session on Safe
Handling of X-rays organized by the Atomic Energy and Engineering Committee of Tohoku
University in May 2022.

Dr. Liao Yi (BE#), aged 40, is our independent non-executive Director mainly
responsible for providing independent opinion and judgment to the Board.

Since September 2019, Dr. Liao has served as the associate professor at the Department
of Management at The Hang Seng University of Hong Kong (Fis{EA: KE2), after serving as
an assistant professor since 2015. Previously, from 2013 to 2015, Dr. Liao was an assistant
professor at Macau University of Science and Technology (I#["]#H7 K EL).
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Dr. Liao obtained her bachelor’s degree in information management and information
system in Nanjing University (F %% K%%) in the PRC in June 2007, and her master’s degree in
business in Lingnan University (38 K%%) in October 2009, and she obtained a doctorate
degree in management in the University of Hong Kong in November 2013.

Dr. Su Xinlong (B%¥T#E), aged 60, is our independent non-executive mainly responsible
for providing independent opinion and judgment to the Board.

Dr. Su has over 30 years of experience in the fields of accounting and finance education.
He has been working as a full-time reappointed professor at Xiamen University (& K£%) in
the PRC since May 2024 after working as a professor at the university’s accounting department
from August 2008 to May 2024. Prior to that, Dr. Su served as an associate professor at the
same department from December 2002 to July 2008. In addition to his academic roles, Dr. Su
was certified public accountant in the PRC from September 1994.

Dr. Su has been an independent director at Annto Logistics Supply Chain Technology Co.,
Ltd (AT WAL RE SR B A FR/A A) and Xiamen Keytop Communication & Technology
Company Limited (& MRHAE MM AR F]) since August 2023 and March 2021,
respectively. He also held several other directorships and senior management positions,
including serving as an independent director of Shanghai Chuangxing Resource Development
Group Co., Ltd. (FAIELE )R BA#E (3 A R/ ], “Shanghai Chuangxing”), a company
listed on the Shanghai Stock Exchange (stock code: 600193.sh) from April 1999 to May 2005
and as the deputy general manager from June 2005 to April 2007. He served as a supervisor
at Shanghai Chuangxing, a company listed on the Shanghai Stock Exchange, from May 2007
to July 2015. He previously held the position of independent director at Sensteed Hi-Tech
Group (LT =RHEA AR/ (formerly known as Yinyi Co., Ltd. (8EBAH FRAF]))
(stock code: 000981.sz), a company listed on the Shenzhen Stock Exchange, from July 2019
to December 2021.

Dr. Su obtained his bachelor’s degree and master’s degree in accounting in July 1985 and
July 1996, both from Xiamen University (21 X#) in the PRC. He then received a doctorate
degree in management from Wuhan University of Technology (EE¥ T.KX£) in the PRC in
December 2008.

In August 2015, the CSRC issued an administrative penalty decision to Shanghai
Chuangxing and Dr. Su, among others, as to the inaccuracy and incompleteness of a connected
transaction announcement issued by Shanghai Chuangxing in 2012, when Dr. Su was its
supervisor. Pursuant to the administrative penalty decision, Dr. Su was imposed a warning and
a penalty of RMB50,000, which he has fully paid up. As of the Latest Practicable Date and to
our best knowledge, this incident has been concluded and there has not been any further
regulatory request to or action against Dr. Su from the Shanghai Stock Exchange, the CSRC
or other competent authorities as to this incident. Considering (i) such incident has been
concluded long before the commencement of the Track Record Period, (ii) Dr. Su was not
involved in the decision-making and execution of the relevant transaction, (iii) Dr. Su has
completed relevant trainings and reviewed rectification measures after receiving the decision
letter, and (iv) there was no dishonesty, fraud or integrity-related issues from Dr. Su, the
Company is of the view that such incident would not affect the suitability of Dr. Su as a
Director of the Company under Rules 3.08 and 3.09 of the Listing Rules.
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SUPERVISORY COMMITTEE

The Supervisory Committee comprises three members. Our Supervisors serve a term of
three years and may be re-elected for successive reappointments. The functions and duties of
the Supervisory Committee include supervising the performance of duty of the Board and the
senior management of our Company and overseeing the financial conditions of our Company.

The following table sets out key information about our Supervisors:

Date of
Time of Appointment
Joining our as a
Name Age Position/Title Group Supervisor Responsibilities
M. Li Kaixi 33 Employee July 2014 May 2023 Responsible for
&) ... representative monitoring the
Supervisor performance of the
Directors and senior
management
Mr. Qian Weining 38 Supervisor July 2013 May 2023 Responsible for
(SbmE) .. monitoring the
performance of the
Directors and senior
management
Mr. Wu Guoyi 47 Chairman of the October 2022 October 2022 Responsible for
(€12 T— Supervisory monitoring the
Committee performance of the

Directors and senior
management

Mr. Li Kaixi (ZgL%), aged 33, has served as our employee representative Supervisor
since May 2023. Since May 2024, Mr. Li has been a supervisor at Epiworld Materials.

Mr. Li began his career in our Company as a process engineer from July 2014 to February
2017. He then successively served as a deputy manager, a supervisor and a manager at the
production department of our Company. He was responsible for product planning, delivery and
marketing throughout the product lifecycle.

Mr. Li obtained his bachelor’s degree in science from Nanjing University of Information
Science &Technology (F 5 f5 8 LK EL) in the PRC in June 2014,

Mr. Qian Weining ($2f#28), aged 38, has served as our Supervisor since May 2023. Mr.
Qian is primarily responsible for monitoring the performance of the Directors and senior

management.

Mr. Qian joined us in July 2013. He is also the manager of the research and development
department at our technology center currently.
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Mr. Qian obtained his bachelor’s degree in applied physics from Taiyuan University of
Science and Technology (KJEEHE K EL) in the PRC in July 2010. He obtained his master’s
degree in microelectronic and solid state electronics in South China Normal University (#Erg
fi#i K% in the PRC in June 2013.

Mr. Wu Guoyi (RE]IZ), aged 47, is the chairman of our Supervisory Committee. Mr. Wu
is primarily responsible for monitoring the performance of the Directors and senior
management.

Mr. Wu joined us in October 2022. He has held various positions at China Resources
Microelectronics Limited (FEFMEFARAR]) (“CRMC”), a company listed on the
Shanghai Stock Exchange (stock code: 688396.sh, also formerly listed on the Stock Exchange
under stock code: 0597.hk before it was privatized in November 2011), including its director
from November 2021 to present, its chief financial officer from September 2021 to present, and
its board secretary from May 2019 to present. Apart from the abovementioned positions, he
held the position of director of the strategic development department at CRMC. Prior to that,
from October 2011 to December 2013, he was the assistant director of the strategic
development department at CRMC. He served as a senior business development manager in the
strategic development department at CRMC from November 2009 to October 2011. He began
his tenure at CRMC as a senior manager at CRMC from September 2008 to November 2009.

Mr. Wu has been serving as the director of several subsidiaries of CRMC from January
2021 to now. Since September 2021, he has been the supervisor at China Resources

Microelectronics Holdings Limited (HEHLE M A BRA ).

Mr. Wu obtained his bachelor’s degree in economics from Shanghai University of Finance
and Economics (_F1#BF5EKEE) in the PRC in July 2000.
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SENIOR MANAGEMENT
The following table sets out key information about our senior management.

Date of
Time of Appointment
Joining our as Senior

Name Age Position/Title Group Management Responsibilities
Dr. Feng Gan 50 General Manager ~ September ~ September ~ Responsible for the
() ... 2011 2011 overall day-to-day
management of the
Company
Dr. Hong Tu 40 Board Secretary April 2023 April 2023 Responsible for the
(B .. equity financing and
[REDACTED]

preparation works of
our Company

Mr. Peng Xinghua 41 Financial Controller July 2020 July 2020 Responsible for
(FHE overseeing the
finance and

accounting matters
and financial
reporting of our

Group
Dr. Sun Yonggiang 40 Deputy General October 2011 October 2011 Responsible for the
(FKim). .. ... Manager management of

the Company’s
manufacturing
operations and
supply chain

Dr. Feng Gan (f5i#), aged 50, has served as the general manager of our Company since
July 2016 and since May 2024, he has also been the general manager of Epiworld Materials.
He is primarily responsible for the overall day-to-day management of the Company. Dr. Feng
joined us in September 2011 as our vice president of R&D.

Dr. Feng has over 20 years of experience in the fields of research and development in
semiconductor technology. Prior to joining our Group, Dr. Feng was a program-specific
researcher at Kyoto University from April 2007 to September 2011. He served as a part-time
lecturer at Kyoto Institute of Technology from May 2004 to March 2007 and worked at
Paul-Drude-Institute for Solid State Electronics from September 2003 to March 2004.

Dr. Feng obtained his bachelor’s degree in metal materials and heat treatment in June
1997 and his master’s degree in materials in March 2000, both from Nanjing University of
Science and Technology (FgiHE T K%E) in the PRC. He obtained his doctorate degree in
materials science and chemistry from the Institute of Semiconductors, Chinese Academy of
Sciences (' EIRHE B WFFTIT) in the PRC in August 2003.
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Dr. Hong Tu (G#[E]), aged 40, has been our board secretary since April 2023. He is
primarily responsible for the equity financing and [REDACTED] preparation works of our
Company.

Dr. Hong has nearly 10 years of experience in financing. From October 2013 to March
2023, Dr. Hong served at China Minsheng Bank Corp., Ltd. (B RAESRAT AR A R A,
“CMBC”), a company listed on the Stock Exchange (stock code: 1988.hk), with positions held
including staff member of the investment banking department of the headquarter of CMBC, the
deputy general manager of the investment banking department of its Quanzhou branch, the
general manager of the investment banking department of its Quanzhou branch, the general
manager of the small and medium enterprise finance team of its Beijing branch and the deputy
president of its Beijing Zhongguancun branch.

Dr. Hong obtained his bachelor’s degree in physics, master’s degree in physics and
doctorate degree in finance from Xiamen University (J&[]K%2) in the PRC in July 2006, June
2009 and September 2013, respectively.

Mr. Peng Xinghua (%), aged 41, has served as the financial controller of our
Company since February 2023. He is primarily responsible for overseeing the finance and
accounting matters and financial reporting of our Group. He joined us in July 2020 as our chief
financial officer and board secretary.

Mr. Peng has over 17 years of experience in finance and accounting. From May 2015 to
February 2020, he served as the financial director at Xiamen Changelight Co., Ltd. (J& "5z i&
HRMA AR/ F]) (stock code: 300102.sz), a company listed on the Shenzhen Stock
Exchange. Before that, he joined the company in 2008 and held various positions until
February 2020, including deputy manager, manager of the finance department, deputy director
of finance, and head of finance.

Mr. Peng obtained his bachelor’s degree in management from Changchun Institute of
Technology (f&%& L.F££2B%) in the PRC in June 2006. He then obtained a bachelor’s degree in
engineering from the same institution in July 2006.

Dr. Sun Yonggiang (F&7Ki&), aged 40, has served as the deputy general manager of our
Company since January 2020. He is primarily responsible for the management of our
Company’s manufacturing operations and supply chain. He joined us in October 2011 as the
deputy manager of the production department.

Prior to joining our group, Dr. Sun was employed at the 55th Research Institute of China
Electronics Technology Group Corporation from July 2010 to September 2011.

Dr. Sun obtained his bachelor’s degree in materials science in July 2007 and a master’s
degree in materials science and chemistry in June 2010, both from Sichuan University (V41|
KE) in the PRC. He obtained his doctorate degree in microelectronics and solid state
electronics in Xiamen University (J&X22) in the PRC in December 2019.
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INTERESTS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Save as disclosed above, none of the Directors, Supervisors or members of senior
management of our Company has been a director of any public company the securities of which
are listed on any securities market in Hong Kong or overseas in the three years immediately
preceding the date of this Document.

Ms. Pan is the spouse of Dr. Zhao. Save as disclosed above, none of the Directors,
Supervisors or members of the senior management of our Company is related to any other

Directors, Supervisors and members of the senior management of our Company.

Save as disclosed in this Document, to the best knowledge, information and belief of our
Directors and Supervisors having made all reasonable inquiries, there was no other matter with
respect to the appointment of our Directors or Supervisors that needs to be brought to the
attention of the Shareholders and there was no information relating to our Directors or
Supervisors that is required to be disclosed pursuant to Rule 13.51(2)(h) to (v) of the Listing
Rules as of the Latest Practicable Date.

COMPANY SECRETARY

Ms. Wong Wai Yee, Ella (“Ms. Wong”) was appointed as a company secretary of the
Company in March 2025. Ms. Wong is a director of Company Secretarial Services of Vistra
Group. Ms. Wong has over 20 years of experience in the corporate secretarial field and has
been providing professional corporate services to Hong Kong listed companies as well as
multinational, private and offshore companies.

Ms. Wong is a Chartered Secretary, a Chartered Governance Professional and a Fellow of
both The Hong Kong Chartered Governance Institute (formerly known as (The Hong Kong
Institute of Chartered Secretaries) (“HKCGI”) and The Chartered Governance Institute
(formerly known as The Institute of Chartered Secretaries and Administrators) in the United
Kingdom. Ms. Wong is a holder of the Practitioner’s Endorsement from HKCGI. Ms. Wong
obtained her bachelor’s degree in Economics from The University of Hong Kong and a
Postgraduate Diploma in Corporate Administration from the City University of Hong Kong.

BOARD COMMITTEES

Our Board delegates certain responsibilities to various committees. In accordance with
the relevant PRC laws and regulations and the Corporate Governance Code, our Company has
formed four Board committees, namely the Audit Committee, the Nomination Committee, the
Remuneration Committee and the Strategy Committee.
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Audit Committee

We have established an Audit Committee with written terms of reference in compliance
with Rule 3.21 of the Listing Rules and paragraph D.3 of the Corporate Governance Code. The
Audit Committee consists of 3 Directors, namely Dr. Su Xinlong (#%#7#E), Dr. Liao Yi (B#k)
and Mr. Su Ping (#°F"). Dr. Su Xinlong (#f#7HE), who holds the appropriate professional
qualifications as required under Rules 3.10(2) and 3.21 of the Listing Rules, serves as the
chairman of the Audit Committee. The primary duties of the Audit Committee include, but not
limited to, the following:

. proposing the appointment or change of external auditors to our Board, and
monitoring the independence of external auditors and evaluating their performance;

. examining the financial information of our Company and reviewing financial reports
and statements of our Company;

. examining the financial reporting system, the risk management and internal control
system of our Company, overseeing their rationality, efficiency and implementation
and making recommendations to our Board; and

. dealing with other matters that are authorized by our Board.
Nomination Committee

We have established a Nomination Committee with written terms of reference in
compliance with paragraph B.3 of the Corporate Governance Code. The Nomination
Committee consists of 3 Directors, namely Dr. Liao Yi (B#£), Dr. Kang Junyong (F{& %) and
Ms. Pan Menghan (i%%58%). Dr. Liao Yi (B##£) serves as the chairman of the Nomination
Committee. The primary duties of the Nomination Committee include, but not limited to, the
following:

. conducting extensive search and providing to our Board suitable candidates for our
Directors, chief executive officer and other members of the senior management;

. reviewing the structure, size and composition of our Board at least annually, assist
the Board in maintaining a board skills matrix and making recommendations on any
proposed changes to our Board;

. researching and developing standards and procedures for the election of our Board
members, chief executive officer and members of the senior management, and
making recommendations to our Board;

. supporting the Company’s regular evaluation of the Board’s performance; and

. dealing with other matters that are authorized by our Board.
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Remuneration Committee

We have established a Remuneration Committee with written terms of reference in
compliance with paragraph E.l of the Corporate Governance Code. The Remuneration
Committee consists of 3 Directors, namely Dr. Kang Junyong (& 5), Dr. Liao Yi (B#£) and
Dr. Su Xinlong (#%#i#i€). Dr. Kang Junyong (FEf&Z%) serves as the chairman of the
Remuneration Committee. The primary duties of the Remuneration Committee include, but not
limited to, the following:

. making recommendations to the Board on the Company’s policy and structure for all
Directors’ and senior managements remuneration and on the establishment of a
formal and transparent procedure for developing remuneration policy;

. monitoring the implementation of remuneration system of our Company;

. making recommendations on the remuneration packages of our Directors and senior
management; and

. dealing with other matters that are authorized by our Board.
Strategy Committee

The Strategy Committee of our Company consists of three Directors, namely Dr. Zhao,
Dr. Kang Junyong (g2 5) and Dr. Su Xinlong (#%##E). Dr. Zhao serves as the chairman of
the Strategy Committee. The primary duties of the Strategy Committee include, but not limited
to, the following:

. conducting regular review and making recommendations on our Company’s

business objectives and medium-term and long-term development strategies in light

of our Company’s operating;

. reviewing and making recommendations on major investment and financing plans,
subject to the approval of our Board pursuant to the Articles of Association;

. reviewing and making recommendations on major transactions subject to approval
of our Board pursuant to the Articles of Association;

. reviewing and making recommendations on matters materially affecting the
development of our Company;

. examining the implementation of the above matters and report to the Board; and

. dealing with other matters that are authorized by our Board.
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CONFIRMATION FROM OUR DIRECTORS

Rule 8.10 of the Listing Rules

Each of our Directors confirms that as of the Latest Practicable Date, he or she did not
have any interest in a business which competes or is likely to compete, either directly or
indirectly, with our Company’s business which would require disclosure under Rule 8.10 of the
Listing Rules.

Rule 3.09D of the Listing Rules

Each of our Directors confirms that he or she (i) has obtained the legal advice referred
to under Rule 3.09D of the Listing Rules in March 2025, and (ii) understands his or her
obligations as a director of a listed issuer under the Listing Rules.

Rule 3.13 of the Listing Rules

Each of the independent non-executive Directors has confirmed (i) his or her
independence as regards each of the factors referred to in Rules 3.13(1) to (8) of the Listing
Rules, (ii) he or she has no past or present financial or other interest in the business of the
Company or its subsidiaries or any connection with any core connected person of the Company
under the Listing Rules as of the Latest Practicable Date, and (iii) that there are no other factors
that may affect his or her independence at the time of his or her appointment.

COMPENSATION OF DIRECTORS AND SUPERVISORS

Our Directors and Supervisors receive compensation in the form of fees, salaries,
allowances, discretionary bonuses, share-based compensation, retirement benefit scheme
contributions and other benefits in kind.

For the years ended December 31, 2022, 2023 and 2024, the aggregate amount of
remuneration paid or payable to our Directors amounted to RMB30,530,000, RMB 13,538,000,
and RMB23,895,000, respectively.

For the years ended December 31, 2022, 2023 and 2024, the aggregate amount of
remuneration paid or payable to our Supervisors amounted to RMB73,000, RMB6,067,000,
and RMB8,799,000, respectively.

Under the current compensation arrangement, we estimate the total compensation before
taxation to be accrued to our Directors and our Supervisors for the year ending December 31,
2025 to be approximately RMB33,400,000.

The total emoluments for the remaining individuals among the five highest paid
individuals amounted to RMB2,101,000, RMB2,006,000 and RMB1,801,000 for the years
ended December 31, 2022, 2023 and 2024 respectively.
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During the Track Record Period, no remuneration was paid by our Company to, or
receivable by, our Directors, Supervisors or the five highest paid individuals as an inducement
to join or upon joining our Company or as compensation for loss of office in connection with
the management positions of our Company or any of our subsidiaries.

During the Track Record Period, none of our Directors or Supervisors waived any
remuneration. Save as disclosed above, no other payments have been paid, or are payable, by
our Company or any of our subsidiaries to our Directors, Supervisors or the five highest paid
individuals during the Track Record Period.

CORPORATE GOVERNANCE

Our Company aims to achieve high standards of corporate governance which are crucial
to our development and safeguard the interests of our Shareholders. To accomplish this, we
expect to comply with the Corporate Governance Code set out in Appendix C1 to the Listing
Rules and the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix C3 to the Listing Rules after the [REDACTED].

BOARD DIVERSITY POLICY

In order to enhance the effectiveness of our Board and to maintain the high standard of
corporate governance, we have adopted the board diversity policy which sets out the objective
and approach to achieve and maintain diversity of our Board. Pursuant to the board diversity
policy, we seek to achieve board diversity through the consideration of a number of factors
when selecting the candidates to our Board, including but not limited to gender, skills, age,
professional experience, knowledge, cultural and educational background, and length of
service. The ultimate decision of the appointment will be based on merit and the contribution
which the selected candidates will bring to our Board.

Our Directors have a balanced mix of knowledge and skills, including overall
management and strategic development, finance, accounting and corporate governance in
addition to industry experience. We have three independent non-executive Directors with
different industry backgrounds, representing one-third of the members of our Board. Our
Company has evaluated the structure, size and composition of our Board, and is of the opinion
that the structure of our Board is reasonable, and the experience and skills of the Directors in
various aspects and fields can enable our Company to maintain a high standard of operations.

Besides, we particularly recognize the importance of gender diversity. We have taken, and
will continue to take, steps to promote gender diversity at all levels of our Company, including
but without limitation to our Board and senior management levels. Going forward, we will
continue to work to enhance gender diversity of our Board when selecting and recommending
suitable candidates for Board appointments. Our Company also intends to promote gender
diversity at the mid to senior level so that our Company can maintain a balanced gender ratio
at different levels. Taking into account our existing business model and specific needs as well
as the different background of our Directors, the composition of our Board satisfies our board
diversity policy.
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Our Nomination Committee is responsible for ensuring the diversity of our Board
members. After the [REDACTED], our Nomination Committee will examine the board
diversity policy from time to time to ensure its continued effectiveness and we will disclose in
our corporate governance report about the implementation of the board diversity policy on an
annual basis.

COMPLIANCE ADVISER

We have appointed Rainbow Capital (HK) Limited as our Compliance Adviser pursuant
to Rules 3A.19 and 3A.23 of the Listing Rules. The Compliance Adviser will provide us with
guidance and advice as to compliance with the Listing Rules and other applicable laws, rules,
codes and guidelines. Pursuant to Rule 3A.23 of the Listing Rules, the Compliance Adviser will
advise our Company in certain circumstances including:

(a) before the publication of any regulatory announcement, circular or financial report;

(b) where a transaction, which might be a notifiable or connected transaction, is
contemplated, including share issues, sales or transfers of treasury shares and share
repurchases;

(c) where we propose to use the [REDACTED] from the [REDACTED] in a manner
different from that detailed in this Document or where our business activities,
developments or results deviate from any forecast, estimate or other information in
this Document; and

(d) where the Stock Exchange makes an inquiry to our Company regarding unusual
movements in the price or [REDACTED] of its [REDACTED] securities or any
other matters in accordance with Rule 13.10 of the Listing Rules.

Pursuant to Rule 3A.24 of the Listing Rules, the Compliance Adviser will, on a timely
basis, inform our Company of any amendment or supplement to the Listing Rules that are
announced by the Stock Exchange. The Compliance Adviser will also inform our Company of
any new or amended law, regulation or code in Hong Kong applicable to us, and advise us on
the applicable requirements under the Listing Rules and laws and regulations.

The term of the appointment will commence on the [REDACTED] and is expected to end

on the date on which our Company complies with Rule 13.46 of the Listing Rules in respect
of our financial results for the first full financial year commencing after the [REDACTED].
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OUR SINGLE LARGEST SHAREHOLDER

Immediately following the completion of the [REDACTED] (assuming that the
[REDACTED] is not exercised), Dr. Zhao will control [REDACTED]% of our total issued
share capital and he will be our Single Largest Shareholder upon [REDACTED].

RULE 8.10 OF THE LISTING RULES

As of the Latest Practicable Date, none of our Single Largest Shareholder or Directors had
any interest in any business which competes or is likely to compete, either directly or
indirectly, with our Company’s business which would require disclosure under Rule 8.10 of the
Listing Rules.

INDEPENDENCE OF OUR BUSINESS

Having considered the following factors, our Directors are satisfied that we are able to
carry out our business independently from our Single Largest Shareholder and his close
associates upon and after the [REDACTED].

Operational Independence

Our Company has full rights to make all decisions on, and to carry out, our own business
operations independently. We hold our own operation resources including but not limited to
customers and suppliers, as well as our own registered patents which can be used for producing
our products. We have a team of senior management to operate the business independently from
our Single Largest Shareholder and his close associates. We also have access to third parties
independently from, and not connected with, our Single Largest Shareholders for sources of
suppliers, customers and business partners. Based on the above, our Directors believe that we
are operationally independent from our Single Largest Shareholder and their his close
associates.
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Management Independence

Our management and operational decisions are made by the Board in a collective manner.
The Board comprises nine Directors, including three executive Directors, three non-executive
Directors and three independent non-executive Directors.

Our Directors have relevant experience to ensure the proper functioning of the Board. We
further believe that our Directors and members of the senior management are able to perform
their roles in our Company in managing our business independently from Single Largest
Shareholder and his close associates for the following reasons:

(a) our independent non-executive Directors have extensive experience in different
areas. We believe that they will be able to exercise their independent judgment and
will be able to provide impartial opinions in the decision-making process of our
Board to protect the interests of our Shareholders;

(b) each of our Directors is aware of his or her fiduciary duties as a director, which
requires, among other things, that he or she acts for our Company’s best interests
and he or she must not allow any conflict between his or her duties as a Director and
his or her personal interests; and

(c) where a Board meeting or Shareholders’ meeting is held to consider a proposed
transaction in which our Directors or Single Largest Shareholder or any of his close
associates have a material interest, the relevant Directors or our Single Largest
Shareholder and his close associates shall abstain from voting on the relevant
resolutions and shall not be counted towards the quorum for the voting.

Financial Independence

We have a finance department independent from our Single Largest Shareholder and his
close associates. We have also established an independent financial system to make the
decisions based on our own business needs. In addition, we are capable of obtaining financing
from third parties without relying on any guarantee or security provided by our Single Largest
Shareholder and his close associates. During the Track Record Period and as of the Latest
Practicable Date, we had received the [REDACTED] Investments from third party investors
independently. For details of the [REDACTED] Investments, see “History, Development and
Corporate Structure” of this Document. As of the Latest Practicable Date, there were no loans,
advances and balances due to or from our Single Largest Shareholder or his close associates,
nor were there any pledges and guarantees provided by and to our Single Largest Shareholder
or his respective close associates.
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CORPORATE GOVERNANCE MEASURES

Our Directors believe that there are adequate corporate governance measures in place to
manage the potential conflict of interests between our Single Largest Shareholder and our
Group and to safeguard the interests of our Shareholders taken as a whole for the following

reasons:

. where a Shareholders’ meeting is to be held for considering proposed transactions
in which our Single Largest Shareholder or any of his close associates has a material
interest, our Single Largest Shareholder will not vote on the resolutions and shall not
be counted in the quorum in the voting;

. our Group has established internal control mechanisms to identify connected

transactions. Upon the [REDACTED], if any transaction is proposed between our
Group and our Single Largest Shareholder and his associates, we will comply with
the requirements of the Articles of Association and the Listing Rules, including,
where appropriate, the reporting, annual review by the independent non-executive
Directors, announcement and independent shareholders’ approval;

. our Board consists of a balanced composition of executive Directors and
independent non-executive Directors, with independent non-executive Directors
representing more than one-third of our Board to ensure that our Board is able to
effectively exercise independent judgment in its decision-making process and
provide independent advice to our Shareholders. Our independent non-executive
Directors individually and collectively possess the requisite knowledge and
experience to perform their duties. They will review whether there is any conflict of
interests between our Group and our Single Largest Shareholder and provide
impartial and professional advice to protect the interests of our minority
Shareholders;

. where our Directors reasonably request the advice of independent professionals,
such as financial advisers, the appointment of such independent professionals will
be made at our Company’s expenses; and

. we have appointed Rainbow Capital (HK) Limited as our Compliance Adviser, who
will provide advice and guidance to us in respect of compliance with the applicable
laws and the Listing Rules including various requirements relating to directors’
duties and corporate governance, and inform us on a timely basis of any amendment
or supplement to the Listing Rules or applicable laws and regulations in Hong Kong.

Based on the above, our Directors are satisfied that sufficient corporate governance
measures have been put in place to manage conflicts of interest that may arise between our
Company and our Single Largest Shareholder, and to protect our minority Shareholders’
interests after the [REDACTED].
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This section presents certain information regarding our share capital before and upon
completion of the [REDACTED].

BEFORE THE COMPLETION OF THE [REDACTED]

As of the Latest Practicable Date, the issued share capital of our Company was
RMB404,092,760 comprising 404,092,760 Unlisted Shares with a nominal value of RMB1.00

each.

UPON THE COMPLETION OF THE [REDACTED]

Immediately following the completion of the [REDACTED] and the conversion of
certain Unlisted Shares into H Shares, assuming that the [REDACTED] is not exercised, the
issued share capital of our Company will be as follows:

Approximate

Percentage of
the Total Share
Capital of our

Description of Shares Number of Shares Company

(%)
Unlisted Shares inissue .................... [REDACTED] [REDACTED]
H Shares to be converted from Unlisted Shares. . . [REDACTED] [REDACTED]
H Shares to be issued under the [REDACTED] . . [REDACTED] [REDACTED]
Total . .. ....... ... ... ... .. ... ... [REDACTED] 100.00

Immediately following the completion of the [REDACTED] and the conversion of
Unlisted Shares into H Shares, assuming that the [REDACTED] is fully exercised, the issued
share capital of our Company will be as follows:

Approximate

Percentage of
the Total Share
Capital of our

Description of Shares Number of Shares Company

(%)
Unlisted Shares inissue .................... [REDACTED] [REDACTED]
H Shares to be converted from Unlisted Shares. . . [REDACTED] [REDACTED]
H Shares to be issued under the [REDACTED] . . [REDACTED] [REDACTED]
Total . ....... ... .. .. ... .. ... [REDACTED] 100.00

We have applied to the Stock Exchange to request the Stock Exchange to exercise its
discretion under Rule 8.08(1)(d) of the Listing Rules, and the Stock Exchange [has granted] our
Company a waiver from strict compliance with the requirements of Rule 8.08(1)(a) of the
Listing Rules. For details, see “[REDACTED]”.
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RANKING

Upon completion of the [REDACTED], we would have only one class of Shares. H
Shares and Unlisted Shares are all ordinary Shares in the share capital of our Company.
However, except for certain qualified domestic institutional investors in the PRC, qualified
PRC investors under the Shanghai — Hong Kong Stock Connect or the Shenzhen — Hong
Kong Stock Connect and other persons who are entitled to hold our H Shares pursuant to
relevant PRC laws and regulations or upon approvals of any competent authorities, H Shares
generally cannot be subscribed for by or [REDACTED] between legal or natural persons of the
PRC. Unlisted Shares and H Shares will rank pari passu with each other in all other respects
and, in particular, will rank equally for all dividends or distributions declared, paid or made
after the date of this Document. All dividends in respect of the H Shares are to be paid by us

in Renminbi, Hong Kong dollars or in the form of H Shares.

CONVERSION OF OUR UNLISTED SHARES INTO H SHARES

According to the regulations issued by the CSRC, the holders of our Unlisted Shares may,
at their own option, authorize the Company to apply to the CSRC for conversion of their
respective Unlisted Shares to H Shares, and such converted Shares may be listed and traded on
an overseas stock exchange provided that the required filings with the securities regulatory
authorities of the State Council for the conversion, listing and trading of such converted Shares
have been completed. Additionally, such conversion, trading and listing shall meet any
requirement of internal approval process and in all respects comply with the regulations
prescribed by the securities regulatory authorities of the State Council and the regulations,
requirements and procedures prescribed by the relevant overseas stock exchange. Save as
disclosed in this Document and to the best knowledge of our Directors, we are not aware of the
intention of such existing Shareholders to convert their Unlisted Shares.

If any of the Unlisted Shares are to be converted, [REDACTED] and [REDACTED] as
H Shares on the Stock Exchange, the filings with the relevant PRC regulatory authorities,
including the CSRC, and the approval of the Stock Exchange are necessary for such
conversion. Based on the procedures for the conversion of Unlisted Shares into H Shares as set
forth below, we will apply for the [REDACTED] of all or any portion of the Unlisted Shares
on the Stock Exchange as H Shares in advance of any proposed conversion after the
[REDACTED] to ensure that the conversion process can be completed promptly upon notice
to the Stock Exchange and delivery of Shares for entry on the [REDACTED]. As the
[REDACTED] of additional Shares after the [REDACTED] on the Stock Exchange is
ordinarily considered by the Stock Exchange to be a purely administrative matter, it does not
require such prior application for [REDACTED] at the time of our [REDACTED] in Hong
Kong. No class Shareholder voting is required for the conversion of such Shares or the listing
and trading of such converted Shares on an overseas stock exchange. Any [REDACTED] for
[REDACTED] of the converted shares on the Stock Exchange after our initial [REDACTED]
is subject to prior notification by way of announcement to inform our Shareholders and the
public of any proposed conversion.
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After all the requisite filings have been completed and approvals have been obtained, the
relevant Unlisted Shares will be withdrawn from the Unlisted Share register, and our Company
will re-register such Shares on the [REDACTED] maintained in Hong Kong and instruct the
[REDACTED] to issue [REDACTED]. Registration on the [REDACTED] of our Company
will be on the conditions that (i) the [REDACTED] lodges with the Stock Exchange a letter
confirming the entry of the relevant H Shares on the [REDACTED] and the due dispatch of
H Share certificates; and (ii) the admission of the H Shares to be [REDACTED] on the Stock
Exchange complies with the Listing Rules and the General Rules of HKSCC and the HKSCC
Operational Procedures in force from time to time.

Until the converted Shares are re-registered on the [REDACTED] of our Company, such
Shares would not be [REDACTED] as H Shares. For details of our existing Shareholders’
proposed conversion of Unlisted Shares into H Shares, see “History, Development and
Corporate Structure — Capitalization” in this Document.

RESTRICTIONS OF SHARE TRANSFER

Pursuant to the PRC Company Law, our Shares issued prior to the [REDACTED] shall
not be transferred within one year from the [REDACTED].

Shares transferred by our Directors, Supervisors and members of the senior management
each year during their term of office shall not exceed 25% of their total respective
shareholdings in our Company unless otherwise permitted by applicable laws and regulations.
The Shares that the aforementioned persons hold in our Company cannot be transferred within
half a year after they leave their positions as Directors, Supervisors and members of the senior
management in our Company.

SHAREHOLDERS’ GENERAL MEETING

For details of circumstances under which our Shareholders’ general meeting is required,
see “Appendix III — Summary of Articles of Association” in this Document.
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So far as our Directors are aware, immediately following the completion of the
[REDACTED] and the conversion of our Unlisted Shares to H Shares assuming the
[REDACTED] is not exercised, the following persons will have an interest and/or short

position in the Shares or the underlying Shares which would fall to be disclosed to us and the

Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or, will be,

directly or indirectly interested in 10% or more of the nominal value of any class of our share

capital carrying rights to vote in all circumstances at general meetings of our Company:

As of the Latest Practicable Date

Immediately following the [REDACTED]
(assuming the [REDACTED] is not exercised)

Approximate
percentage of

Approximate
percentage of
shareholding in

Approximate
percentage of

shareholding in the Unlisted  shareholding in
Nature our total Shares/ our total
Name of Shareholder of interest Number of Shares  share capital Number of Shares H Shares share capital
(%) (%)

Dr. Zhao . . . .. .. Beneficial 118,984,956 29.44% [REDACTED]  [REDACTED]%  [REDACTED]%
owner Unlisted
Shares (L)

(REDACTED]  [REDACTED]%  [REDACTED]%
H Shares (L)

Mr. Li Qinghua“) .. Beneficial 43,523,817 10.77% (REDACTED]  [REDACTED]%  [REDACTED]%
owner and Unlisted
interest as Shares (L)

spouse (REDACTED]  [REDACTED]%  [REDACTED]%
H Shares (L)

Ms. Xu Xiyun'” . . Interest in 43,523,817 10.77% [REDACTED]  [REDACTED]%  [REDACTED|%
controlled Unlisted
corporation Shares (L)

and interest [REDACTED]  [REDACTED]%  [REDACTED]%
as spouse H Shares (L)

Mr. Su Ping Interest in 56,749,358 14.04% (REDACTED]  [REDACTED]%  [REDACTED]|%
#HD . controlled Unlisted
corporation Shares (L)

(REDACTED]  [REDACTED]%  [REDACTED]|%
H Shares (L)

Xike Zhongheng(2). . Beneficial 56,749,358 14.04% [REDACTED]  [REDACTED]%  [REDACTED]%
owner Unlisted
Shares (L)

[REDACTED]  [REDACTED]%  [REDACTED]%
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Notes:

(1)  Xincheng Zhongchuang is managed by Ms. Xu Xiyun, the spouse of Mr. Li Qinghua. As such, Mr. Li Qinghua
is deemed to be interested in the Shares held by Xincheng Zhongchuang under the SFO, and Ms. Xu Xiyun
is deemed to be interested in the Shares held by Mr. Li Qinghua under the SFO.

(2)  Xike Zhongheng is one of our [REDACTED] investors and a limited partnership established in the PRC,
managed by its general partner, Mr. Su Ping (#F). As such, Mr. Su Ping (#f°F) is deemed to be interested
in the Shares held by Xike Zhongheng under the SFO.

Save as disclosed above and the section headed “Appendix IV — Statutory and General
Information — Further Information about our Directors, Supervisors, Senior Management and
Substantial Shareholders — Interests of the substantial shareholders in the Shares” in this
Document, our Directors are not aware of any person who will, immediately following
completion of the [REDACTED] (assuming that the [REDACTED] is not exercised), have
any interest and/or short position in the Shares or underlying Shares of our Company which
will be required to be disclosed to our Company and the Stock Exchange pursuant to the
provisions of Divisions 2 and 3 of Part XV of the SFO, or, who are, directly or indirectly
interested in 10% or more of the nominal value of any class of share capital carrying rights to
vote in all circumstances at general meeting of the Company or any other member of our
Group. Our Directors are not aware of any arrangement which may at a subsequent date result
in a change of control of our Company.
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You should read the following discussion and analysis in conjunction with our
consolidated financial information including the notes thereto, included in the
Accountant’s Report set out in Appendix I to this Document, together with the respective
accompanying notes. Our consolidated financial information has been prepared in
accordance with IFRSs, which may differ in material aspects from generally accepted

accounting principles in other jurisdictions.

The following discussion and analysis contain forward-looking statements that
reflect our current views with respect to future events and financial performance that
involve risks and uncertainties. These statements are based on assumptions and analysis
made by us in light of our experience and perception of historical events, current
conditions and expected future developments, as well as other factors we believe are
appropriate under the circumstances. However, whether actual outcomes and
developments will meet our expectations and predictions depends on a number of risks
and uncertainties, many of which we cannot control or foresee. In evaluating our
business, you should carefully consider all of the information provided in this Document,

including the sections headed “Risk Factors” and “Business.”

For the purpose of this section, unless the context otherwise requires, references to
2022, 2023 and 2024 refer to our financial years ended December 31 of such years.
Unless the context otherwise requires, financial information described in this section is

described on a consolidated basis.

OVERVIEW

We are a global leader and pioneer in the silicon carbide (SiC) epitaxy industry.
According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by
annual sales volume, with a market share exceeding 30% in 2024.

We pride ourselves in developing industry-leading SiC epitaxy technology. Our
commitment to high product quality and substantial production capacity enables us to capture
significant market share. We were the first in the world to achieve large-scale commercial
supply of 8-inch SiC epitaxial wafers and the first in China to commercialize and mass-produce
3-inch, 4-inch, 6-inch, and 8-inch SiC epitaxial wafers. We led the writing and establishment
of the world’s first and only Semiconductor Equipment and Materials International (SEMI)
industry standard for SiC epitaxy. In 2024, our cumulative sales combining sales under
Turnkey and Consign models exceeded 164,000 SiC epitaxial wafers. During the Track Record
Period, we have delivered a total of over 450,000 SiC epitaxial wafers.
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Among SiC epitaxial foundries worldwide, we achieved outstanding performance in
terms of product quality, yield rates and consistency. According to CIC, our products lead the
industry in key performance metrics for SiC epitaxial products, including epitaxial thickness,
doping concentration, epitaxial defect and yield rates. For example, for our Consign service
provided to a leading global SiC device manufacturer, our SiC epitaxial wafer products reached
an impressive yield rate of 99%. Our success is also demonstrated by our profitability and cash
flow in the Track Record Period. In 2024, our revenue, adjusted net profit (non-IFRS measure)
and operating cash flow reached RMB974.3 million, RMB320.7 million and RMB640.6
million, respectively, ranking among the highest in the industry, according to CIC. Our strong
financial performances position us strongly within a competitive market, enabling us to
promptly seize opportunities and mitigate risks.

From 2022 to 2024, our revenue experienced rapid growth, reaching RMB440.7 million,
RMB1,142.5 million, and RMB974.3 million, respectively. Gross profit for the same period
was RMB196.9 million, RMB445.4 million, and RMB332.3 million, with gross profit margins
of 44.7%, 39.0%, and 34.1%, respectively. Net profit was RMB143.4 million, RMB121.9
million, and RMB166.4 million, while adjusted net profit (non-IFRS measure) was RMB171.9
million, RMB378.1 million, and RMB320.7 million, respectively.

From 2022 to 2024, our total assets grew steadily. Total assets were RMB1,453.6 million,
RMB3,073.6 million, and RMB4,502.9 million, while total liabilities were RMB656.5 million,
RMB1,592.8 million, and RMB1,671.5 million, respectively. Net assets increased from
RMB797.1 million, RMB1,480.8 million, to RMB2,831.5 million during the same period.

From 2022 to 2024, our net cash flow generated from operating activities showed strong
performance and robust growth, amounting to RMB170.0 million, RMB415.2 million, and
RMB640.6 million, respectively. Net cash flow used from investing activities was RMB505.3
million, RMB1,140.5 million, and RMB144.3 million, while net cash flow generated from
financing activities was RMB459.1 million, RMB1,000.4 million, and RMB984.8 million. As
a result, cash and cash equivalents during the Track Record Period amounted to RMB274.4
million, RMB549.5 million, and RMB2,030.7 million, respectively.

BASIS OF PRESENTATION AND PREPARATION

The consolidated financial statements of the Group for the Track Record Period, on which
the Historical Financial Information is based, have been prepared in accordance with the
accounting policies which conform with IFRS Accounting standards (“IFRSs”) issued by
International Accounting Standards Board (“IASB”) and were audited by BDO Limited in
accordance with Hong Kong Standards on Auditing issued by the HKICPA (the “Underlying
Financial Statements”). For details of the basis of preparation, see Note 2 to the Accountant’s
Report included in Appendix I to this Document.

The preparation of the Historical Financial Information in conformity with IFRSs requires
the use of certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Group’s accounting policies. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the Historical Financial Information are disclosed in Note 5 to the Accountant’s
Report included in Appendix I to this Document.

-216 -



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

FINANCIAL INFORMATION

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

The growth and future success of our business depend on many factors. While each of
these factors presents significant opportunities for our business, they also pose challenges that
we must successfully address in order to sustain our growth and improve our results of
operations. Our business, results of operations and financial performance are principally
affected by the following factors:

The Market Demand from Key Industries and Our Product Offerings

Currently, SiC epitaxial wafer offered in the market can be classified as 3-inch, 4-inch,
6-inch and 8-inch in terms of its size. According to CIC, we were the first in the world to
achieve large-scale commercial supply of 8-inch SiC epitaxial wafers and the first in China to
mass-produce and commercialize a comprehensive set of 3-inch, 4-inch, 6-inch, and 8-inch SiC
epitaxial wafers.

Driven by technological developments in processing power, miniaturization and energy
efficiency, as well as increasing demand from downstream industries, the SiC device market
size witnessed overall growth from 2019 to 2024. Our revenue increased from RMB440.7
million in 2022 to RMB974.3 million in 2024, mainly driven by the increased market demand.

Our Ability to Offer Competitive Products and Enrich Product Offerings

Our products are primarily based on the SiC epitaxy technologies, and our future success
depends on the successful upgrade and expansion of our SiC epitaxy wafer product portfolio.
According to CIC, since 2023, we have been the world’s largest SiC epitaxial foundry by
annual sales volume, commanding a market share exceeding 30% in 2024. We believe our
competitive product offerings are the backbone of our industry leading position and
commercial success.

Our customers are constantly seeking products with better performance, and our success
relies heavily on our ability to continue to develop and provide our customers with innovative
products and improve existing products. During the Track Record Period, our SiC epitaxial
wafer products are primarily sold to leading SiC power device companies with various end
applications. Our continued success depends significantly on our ability to offer competitive
products and enrich product offerings to cater to customers’ evolving demands.

Changes in Market Prices of Raw Materials and SiC Epitaxial Wafer Products and Our
Manufacturing Costs

During the Track Record Period, raw material costs were the largest component of our
cost of sales. Our raw material costs amounted to RMB180.0 million, RMB495.0 million and
RMB411.3 million, respectively, in 2022, 2023 and 2024, representing for 73.9%, 71.0% and
64.1%, respectively, of our total cost of sales in the same periods. Our production costs and
profit margin depend on our ability to source key raw materials at competitive prices. We
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procure a variety of raw materials necessary for the manufacturing of our SiC epitaxial wafers,
including conductive SiC substrates and other accessory materials such as graphite
components, chemicals, packaging materials and special gases. Any fluctuation in prices of raw
materials or availability of raw materials could affect our pricing, production costs and, in turn
the gross profit margin of our products. If we fail to price our products at a level that achieve
desired margin while still remaining competitive in the market, our performance and results of
operation will be adversely affected.

Changes in Overseas Demand and Trade Policies

Our business is subject to changes in customer demand from our overseas customers and
trade policies such as tariffs or harsh trade conditions or other trade-related measures in various
forms against certain countries. Sales to overseas markets, contributed a substantial portion of
our revenue during the Track Record Period. Our revenue generated outside Greater China was
amounted to RMB273.0 million, RMB835.3 million and RMB766.7 million, respectively, in
2022, 2023 and 2024, accounting for 61.9%, 73.1% and 78.7% of our total revenue for the
respective years.

Changes in international trade policies can significantly impact our export activities.
Adjustments in tariffs, quotas, and trade agreements may either facilitate or hinder our access
to overseas markets. We must stay informed about these policy shifts to adapt our strategies
accordingly, ensuring compliance and optimizing our competitive advantage in the global
marketplace. Accordingly, our revenue and results of operations may be affected. We cannot
fully predict or control the implications of any change in international trade policies and the
resulting impact on our industry and the global economy. See “Risk Factors — Risks Relating
to Our Business and Industry — Our business, financial condition and results of operations
may be materially and adversely affected by geopolitical tensions, international trade policies,
international export controls and economic sanctions.”

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

The preparation of the historical financial information requires the use of accounting
estimates which, by definition, will seldom equal the actual results. Management also needs to
exercise judgment in applying our accounting policies. Estimates and judgments are
continually evaluated. They are based on historical experience and other factors, including
expectations of future events that may have a financial impact on us and that are believed to
be reasonable under the circumstances. For details on such estimates and judgments, see Note
3 to the Accountant’s Report included in Appendix I to this Document.

Our management has identified below the accounting policies, estimates and judgments
that they believe are critical to the preparation of our financial statements:
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Revenue Recognition

Revenue from Contracts with Customers

Revenue from contracts with customers is recognized when control of goods or services
is transferred to the customers at an amount that reflects the consideration to which we expect
to be entitled in exchange for those goods or services, excluding those amounts collected on
behalf of third parties. Revenue excludes value added tax or other sales taxes and is after
deduction of any trade discounts.

Depending on the terms of the contract and the laws that apply to the contract, control of
the goods or service may be transferred over time or at a point in time. Control of the goods

or service is transferred over time if our performance:

. provides all of the benefits received and consumed simultaneously by the customer;

. creates or enhances an asset that the customer controls as we perform; or

. does not create an asset with an alternative use to us and we have an enforceable
right to payment for performance completed to date.

If control of the goods or services transfers over time, revenue is recognized over the
period of the contract by reference to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognized at a point in time when the customer
obtains control of the goods or service.

Contracts with customers may include multiple performance obligations. For such
arrangements, we allocate revenue to each performance obligation based on its relative
standalone selling price. We generally determine standalone selling prices based on the prices
charged to customers. If the standalone selling price is not directly observable, it is estimated
using expected cost plus a margin or adjusted market assessment approach, depending on the
availability of observable information.

When the contract contains a financing component which provides the customer a
significant benefit of financing the transfer of goods or services to the customer for more than
one year, revenue is measured at the present value of the amounts receivable, discounted using
the discount rate that would be reflected in a separate financing transaction between us and the
customer at contract inception. Where the contract contains a financing component which
provides a significant financing benefit to us, revenue recognized under that contract includes
the interest expense accreted on the contract liability under the effective interest method. For
contracts where the period between the payment and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted for the effects of a significant
financing component, using the practical expedient in IFRS 15.
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Contract liabilities represent advanced consideration received from customers.

The determination of whether revenue shall be reported on a gross or net basis is based
on an assessment of whether we are acting as the principal or an agent in the transactions. If
we provide significant integration service to the hardware and is responsible for the overall
management of the contract, we are the principal in the transaction and recognizes revenue in
the gross amount of consideration to which it is entitled from the customer. We report the
amount received from the customers and the amounts paid to the suppliers related to these
transactions on a net basis if we are not primarily obligated in a transaction, does not generally
bear the inventory risk and does not have the ability to establish the price.

Other Income

Interest income is recognized using the effective interest method for debt instruments
measured subsequently at amortized cost and at FVOCI, and is calculated by applying the
effective interest rate to the gross carrying amount of the debt instruments when the asset is
not credit-impaired. For debt instruments that have become credit-impaired, interest income is
calculated by applying the effective interest rate to the amortized cost of the financial asset.

Share-based Payments

We operate share award schemes for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of our operations. Employees (including
directors) of us receive remuneration in the form of share-based payments, whereby employees
render services as consideration for equity instruments (“equity-settled transactions”). The cost
of equity-settled transactions with employees is measured by reference to the fair value at the
date on which they are granted. Further details are included in Note 36 to the historical
financial information of the Accountant’s Report included in Appendix I of this Document.

The cost of equity-settled transactions is recognized in employee benefit expense,
together with a corresponding increase in equity, over the period in which the performance
and/or service conditions are fulfilled. The cumulative expense recognized for equity-settled
transactions at the end of each of the Track Record Period until the vesting date reflects the
extent to which the vesting periods has expired and our best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to profit or loss for a period
represents the movement in the cumulative expense recognized as at the beginning and end of
that periods.

Service and non-market performance conditions are not taken into account when
determining the grant date fair value of awards, but the likelihood of the conditions being met
is assessed as part of our best estimate of the number of equity instruments that will ultimately
vest. Market performance conditions are reflected within the grant date fair value. Any other
conditions attached to an award, but without an associated service requirement, are considered
to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award
and lead to an immediate expensing of an award unless there are also service and/or
performance conditions.
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For awards that do not ultimately vest because non-market performance and/or service
conditions have not been met, no expense is recognized. Where awards include a market or
non-vesting condition, the transactions are treated as vesting irrespective of whether the market
or non-vesting condition is satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is
recognized as if the terms had not been modified, if the original terms of the award are met.
In addition, an expense is recognized for any modification that increases the total fair value of
the share-based payments, or is otherwise beneficial to the employee as measured at the date
of modification. Where an equity-settled award is canceled, it is treated as if it had vested on
the date of cancelation, and any expense not yet recognized for the award is recognized
immediately. This includes any award where non-vesting conditions within the control of either
us or the employee are not met. However, if a new award is substituted for the canceled award
and is designated as a replacement award on the date that it is granted, the canceled and new
awards are treated as if they were a modification of the original award, as described in the
previous paragraph.

Impairment of Assets (other than Financial Assets)

At the end of each reporting period, the Company reviews the carrying amounts of the
following assets to determine whether there is any indication that those assets have suffered an
impairment loss or an impairment loss previously recognized no longer exists or may have

decreased:

. Property, plant and equipment, including right-of-use assets;

. Investments in subsidiary; and

. Intangible assets.

Where an asset does not generate cash inflows largely independent of those from other
assets, the recoverable amount is determined for the smallest group of assets that generates
cash inflows independently as cash generating units (CGUs). As a result, some assets are tested
individually for impairment and some are tested at CGU level. Corporate assets are allocated
to individual CGUs when a reasonable and consistent basis of allocation can be identified, or
otherwise they are allocated to the smallest group of CGUs for which a reasonable and
consistent allocation basis can be identified.

If the recoverable amount, which equals to the greater of the fair value less costs of
disposal and value-in-use, of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. An impairment loss is
recognized as an expense immediately, unless the relevant asset is carried at a revalued amount
under another IFRS rule, in which case the impairment loss is treated as a revaluation decrease
under that IFRS rule.
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Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, to the extent that the increased
carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognized for the asset in prior years. In respect of assets other than
goodwill, reversal of an impairment loss is recognized in profit or loss immediately, unless the
relevant asset is carried at a revalued amount under another IFRS, in which case the reversal
of the impairment loss is treated as a revaluation increase under that IFRS. An impairment loss
in respect of goodwill is not reversed.

Value-in-use is based on the estimated future cash flows expected to be derived from the
asset or CGU, discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset or
CGU.

Impairment of Financial Assets

The measurement of the expected credit losses (ECLs) allowance for financial assets
measured at amortized cost is an area that requires the use of significant assumptions about
future economic conditions and credit behavior, such as the likelihood of customers defaulting
and the resulting losses. A number of significant judgments, including determining the criteria
for significant increase in credit risk, are also required in applying the accounting requirements
for measuring ECLs. Details about the judgments and assumptions used in measuring ECLs is
set out in Note 4.10(b) and Note 39(b) to the Accountant’s Report included in Appendix I.
Changes to these estimates and assumptions can result in significant changes to the timing and
amount of ECLs to be recognized.

NON-IFRS MEASURE

To supplement our consolidated financial statements presented in accordance with IFRSs,
we use adjusted net profit (non-IFRS measure) for the year as additional financial measure,
which is not required by, or presented in accordance with IFRSs. We believe that the non-IFRS
measure facilitates comparisons of operating performance from period to period and company
to company and provides useful information to [REDACTED] and others in understanding and
evaluating our operating performance in the same manner as it helps our management.
However, our presentation of adjusted net profit (non-IFRS measure) for the years may not be
comparable to similarly titled measure presented by other companies. The use of the non-IFRS
measure has limitations as an analytical tool, and [REDACTED] should not consider it in
isolation from, or as substitute for analysis of, our results of operations or financial condition
as reported under IFRSs.

We define adjusted net profit (non-IFRS measure) for the year as profit for the year
adjusted by adding back equity-settled share-based payment expenses, which are non-cash in
nature. We have made such adjustments consistently during the Track Record Period complying
with Guidance Letter HKEX-GL103-19 issued by the Stock Exchange.
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The following table reconciles our adjusted net profit (non-IFRS measures) for the year
presented to the most directly comparable financial measure calculated and presented in
accordance with IFRSs, namely profit for the year:

Years Ended December 31,

2022 2023 2024

(RMB in thousands)

Reconciliation of profit for the year
and adjusted net profit (non-IFRS
measures) for the year

Profit for the year . . .. ............ 143,368 121,892 166,401
Adjustment by adding back:
Equity-settled share-based payment. . . . 28,575 256,210 154,249

Adjusted net profit (non-IFRS
measure) . .................... 171,943 378,102 320,650

SUMMARY OF OUR CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

The table below sets forth our consolidated statements of profit or loss for the periods

indicated derived from the Accountant’s Report included in Appendix I to this Document:

Years Ended December 31,

2022 2023 2024

(RMB in thousands)

Revenue . ........................ 440,691 1,142,502 974,316
Costofsales...................... (243,754) (697,103) (642,007)
Gross profit . . ........ .. ... .. ... .. 196,937 445,399 332,309
Other income and other gains, net. ... .. 21,534 63,451 168,402
Selling and distribution expenses. . . .. .. (1,866) (48,776) (5,513)
Administrative and other expenses. . . . . . (48,136) (162,749) (175,575)
Research and development costs .. ... .. (43,829) (101,786) (79,992)
(Impairment loss)/reversal of impairment

loss on financial assets, net . ........ (901) 149 (1,253)
Finance costs. ... .................. (4,456) (18,148) (28,863)
Profit before taxation .............. 119,283 177,540 209,515
Income tax credit/(expense)........... 24,085 (55,648) (43,114)
Profit for the year . . ... ... ... ... .. 143,368 121,892 166,401
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DESCRIPTION OF KEY COMPONENTS OF CONSOLIDATED STATEMENTS OF
PROFIT OR LOSS

Revenue
Revenue by Type of Service

We generate revenue from sales of SiC epitaxial wafers through Turnkey and Consign
models. The key difference between the two models is the source of the substrates: we procure
substrates under the Turnkey model and our customers supply substrates to us under the
Consign model. Both services enable our customers to rely on our cumulative expertise in the
production of SiC epitaxial wafers. See “Business — Our Products and Business Models” for
details of our Turnkey and Consign services. During the Track Record Period, the revenue
generated from Turnkey service amounted to RMB277.8 million in 2022, RMB847.7 million
in 2023 and RMB839.6 million in 2024, accounting for 63.0%, 74.2% and 86.2% of total
revenue during the same periods, respectively. The revenue generated from Consign service
amounted to RMB156.6 million in 2022, RMB292.8 million in 2023 and RMB121.1 million in
2024, accounting for 35.5%, 25.6% and 12.4% of total revenue during the same periods,
respectively.

The following table sets forth a breakdown of our revenue by type of service for the years
indicated, in absolute amounts and as percentages of revenue.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Revenue by type of service

Turnkey .............. 277,763  63.0 847,679 74.2 839,577 86.2

Consign .............. 156,569 35.5 292,750  25.6 121,103 12.4

Others'™ ... ........... 6,359 1.5 2,073 0.2 13,636 1.4
Total .................. 440,691 100.0 1,142,502 100.0 974,316 100.0
Note:

(I)  Others mainly include sales of SiC substrate.
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Revenue by Region

During the Track Record Period, we derived revenues from sales to customers in various
regions, mainly Asia and Europe. In 2022, 2023 and 2024, the combined revenue generated
from Asia and Europe markets accounted for 96.4%, 93.5% and 96.6% of our total revenue,
respectively. In addition, the revenue from Greater China was RMB167.7 million in 2022,
RMB307.2 million in 2023, and RMB207.7 million in 2024. We record revenue from our
customers by region based on the customer’s registered address or place of incorporation.

The following table sets forth a breakdown of revenue by region for the years indicated,
in absolute amount and as percentage of total revenues.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Revenue by region

Asia ............... 275,470 62.5 745,221 65.2 672,429 69.0

Greater China . ... .. 167,703 38.1 307,249 26.9 207,656 21.3
Europe ............. 149,339 33.9 323,343 28.3 268,943 27.6
North America . ....... 14,083 3.2 73,938 6.5 32,944 3.4
Others .............. 1,799 0.4 - - - -
Total ............ ... 440,691 100.0 1,142,502 100.0 974,316 100.0

Cost of Sales

Our cost of sales primarily include (i) raw materials, which mainly include conductive
SiC substrates, graphite components, gases, chemicals and packaging materials, (ii) labor
costs, which mainly include salaries and benefits, and (iii) share-based payment for our
production personnel, (iv) depreciation of our production plant and equipment, utility expenses
and parts and consumables, and (v) others.

Our cost of sales increased from RMB243.8 million in 2022 to RMB697.1 million in
2023, primarily due to the expansion of production capacity and a significant increase in sales
volume during the same period. In 2023, we also recognized a substantial share-based payment,
which included a portion of a one-time recognized share-based payment.

Our cost of sales decreased from RMB697.1 million in 2023 to RMB642.0 million in
2024, primarily due to a significant reduction in share-based payment expenses. This was
because the one-time recognized share-based payment in 2023 was not present in 2024.
Additionally, depreciation increased significantly as buildings and production equipment in our
production site were gradually capitalized.
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The following table sets forth a breakdown of cost of sales by nature for the years
indicated. See “— Discussion of Results of Operations” for year-over-year discussions of the
changes of our cost of sales.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Raw material . ........ 180,013 73.9 494,960 71.0 411,273 64.1
Labor cost . .......... 25,747 10.6 53,683 7.7 57,673 9.0
Share-based payment . . . — 0.0 57,816 8.3 3,521 0.5
Depreciation ......... 22,171 9.1 57,546 8.3 134,805 21.0
Others™ . . . ... .. .... 15,887 6.5 38,134 5.5 37,620 5.9
Less:

Provision . ........... (64) - (5,036) (0.7) (2,880) (0.4)
Total ............... 243,754 100.0 697,103 100.0 642,007 100.0
Note:

(1)  Others mainly include tax expenses related to operations, energy cost and testing costs.

Gross Profit and Gross Profit Margin

Our gross profit represents our revenue less our cost of sales, and our gross margin
represents gross profit divided by our revenue, expressed as a percentage. As a result of the
foregoing, in 2022, 2023 and 2024, our gross profit was RMB196.9 million, RMB445.4 million
and RMB332.3 million, respectively. Our overall gross profit margin was 44.7%, 39.0% and
34.1% in 2022, 2023 and 2024, respectively.

Our gross profit fluctuated during the Track Record Period, primarily due to changes in
revenue. Our revenue increased by RMB701.8 million, from RMB440.7 million in 2022 to
RMBI1,142.5 million in 2023, which is mainly driven by the rapid growth of market demand.
Specifically, revenue from our Turnkey service increased by RMB569.9 million, from
RMB277.8 million in 2022 to RMB847.7 million in 2023, while revenue from our Consign
service increased by RMB136.2 million, from RMB156.6 million in 2022 to RMB292.8 million
in 2023. However, our gross profit margin decreased from 44.7% in 2022 to 39.0% in 2023,
primarily due to an increase in share based payments for core personnel in 2023.

Subsequently, our revenue decreased from RMB1,142.5 million in 2023 to RMB974.3
million in 2024. This was mainly due to a reduction in revenue from Consign service, which
fell from RMB292.8 million in 2023 to RMB121.1 million in 2024. Additionally, our gross
profit margin declined from 39.0% in 2023 to 34.1% in 2024, primarily because the proportion
of revenue from our Turnkey which has a relatively lower gross profit margin due to higher
substrate costs increased from 74.2% to 86.2%.
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Other Income and Other Gains, net

Other income and other gains, net primarily consist of (i) government grants, (ii) net
exchange gain, (iii) bank interest income from our time deposits, and (iv) others.

The following table sets forth a breakdown of our other income and other gains, net for
the years indicated.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Other income and other

gains, net
Government grants . . .. 13,508 62.7 47,350 74.6 111,894 66.5
Net exchange gain . . ... 4,433 20.6 463 0.7 16,482 9.8
Bank interest income . . . 3,480 16.2 12,103 19.1 39,950 23.7
Others .............. 113 0.5 3,535 5.6 76 -
Total ............... 21,534 100.0 63,451 100.0 168,402 100.0

Selling and Distribution Expenses

Our selling and distribution expenses primarily include share-based payments, employee
expenses, travel expenses, sample costs and others. In 2023 and 2024, we recognized
share-based payment of RMB46.2 million and RMB1.6 million, respectively, accounting for
94.8% in 2023 and 29.8% in 2024 of total sales and distribution expenses, respectively. This
was primarily due to the amortization of share-based compensation expenses for key sales
personnel in 2023. In 2022, 2023 and 2024, our selling and distribution expenses were RMB1.9
million, RMB48.8 million and RMBS5.5 million, respectively, representing 0.4%, 4.3% and

0.6% of our revenue, respectively.
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The following table sets forth a breakdown of our selling and distribution expenses, in
absolute amounts and as a percentage of total selling and distribution expenses, for the years

indicated.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Selling and distribution

expenses
Share-based payments . . - - 46,219 94.8 1,642 29.8
Employee expenses . . . . 1,614  86.5 1,778 3.6 2,174 39.4
Travel expenses ....... 54 2.9 328 0.7 505 9.2
Sample costs . ........ 91 4.9 346 0.7 735 13.3
Others'” .. ... ... .. 107 5.7 105 0.2 457 8.3
Total ............... 1,866 100.0 48,776  100.0 5,513 100.0
Note:

1. Others mainly include promotional expenses and hospitality expenses.

Administrative and Other Expenses

Our administrative and other expenses primarily include share-based payments, employee
costs, depreciation and amortization, consulting fees and others. In 2022, 2023, and 2024, we
recognized share-based payments of RMB28.6 million, RMB124.3 million, and RMB141.4
million, respectively, accounting for 59.4%, 76.3%, and 80.3% of total administrative and other
expenses, respectively. The increase was primarily due to the amortization of share-based
compensation expenses for key management personnel in 2023. In 2022, 2023 and 2024, our
administrative and other expenses were RMB48.1 million, RMB162.7 million and RMB175.6
million, respectively, representing 10.9%, 14.2% and 18.0% of our revenue, respectively.
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The following table sets forth a breakdown of administrative and other expenses, in
absolute amounts and as a percentage of total administrative and other expenses, for the years
indicated.

Years Ended December 31,

2022 2023 2024

RMB % RMB % RMB %

(in thousands, except for percentages)

Administrative and
other expenses

Share-based payments. . . 28,575 59.4 124,253 76.3 141,400 80.6
Employee costs. . ... ... 10,756  22.3 15,562 9.6 16,730 9.5
Depreciation and

amortization . ....... 1,892 3.9 3,683 2.3 4,301 2.4
Consulting fees........ 2,337 4.9 9,531 5.9 6,613 3.8
Others™ . ... ... ... .. 4,576 9.5 9,720 5.9 6,531 3.7
Total ............... 48,136  100.0 162,749 100.0 175,575 100.0
Note:

(1)  Others mainly consist of office expenses.

Research and Development Expenses

Our research and development expenses primarily included research material costs
consist of substrates and gases, employee expenses, depreciation and amortization share-based
payments and others. In 2023 and 2024, we recognized share-based payments of RMB27.9
million and RMB7.7 million, respectively, accounting for 27.4% and 9.6% of total research and
development expenses in same periods. This was primarily due to the amortization of
share-based compensation expenses for key R&D personnel in 2023. In 2022, 2023 and 2024,
our research and development expenses were RMB43.8 million, RMB101.8 million and
RMB&80.0 million, respectively, representing 9.9%, 8.9% and 8.2% of our revenue,
respectively.
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The following table sets forth a breakdown of research and development expenses, in
absolute amounts and as a percentage of total research and development expenses, for the years
indicated.

Years Ended December 31,
2022 2023 2024

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

Research and
development expenses

Research material costs . 27,438 62.7 39,039 38.0 33,600 42.0
Share-based payments. . . — — 27,925 27.4 7,685 9.6
Employee expenses. . . . . 7,903 18.0 14,188 13.9 15,795 19.8
Depreciation and

amortization . ... .. .. 5,829 13.3 14,191 13.9 15,627 19.5
Others™ . .. ... ... .... 2,659 6.1 6,443 6.3 7,285 9.1
Total ............... 43,829 100.0 101,786 100.0 79,992 100.0
Note:

(1)  Others mainly include testing expense from R&D activities.

Finance Costs

Finance costs primarily included interest on bank borrowings, interest on lease liabilities
and others. Our finance costs were RMB4.5 million, RMB18.1 million and RMB28.9 million
in 2022, 2023 and 2024, respectively. The following table sets forth a breakdown of finance
costs, for the years indicated.

Years Ended December 31,
2022 2023 2024

RMB RMB RMB
(in thousands, except for percentages)

Interest on bank borrowings ......... 4,600 18,168 30,135
Interest on lease liabilities. ... ....... 9 18 2
4,609 18,186 30,137
Less: Finance costs capitalized .. ... .. (153) (38) (1,274)
4,456 18,148 28,863

Income Tax Credits/(Expenses)

We recorded income tax credits of RMB24.1 million in 2022, income tax expenses of
RMB55.6 million in 2023, and income tax expense RMB43.1 million in 2024. In 2022, we
achieved profitability and anticipated that future taxable income could be utilized to offset
prior losses. As a result, deferred tax assets related to prior years’ losses were recognized
through an one-time adjustment, leading to negative income tax expenses for the year. The
increase in income tax expenses in 2023 was primarily driven by a substantial growth in
adjusted net profit. Conversely, the decrease in income tax expenses in 2024 was attributed to
a decline in adjusted net profit.
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Profit for the Year

We recorded profit for the year of RMB143.4 million, RMB121.9 million and RMB166.4
million in 2022, 2023 and 2024, respectively.

Adjusted net profit (non-IFRS measure)

We had adjusted net profit (non-IFRS measure) of RMB171.9 million, RMB378.1 million
and RMB320.7 million. Our adjusted net profit (non-IFRS measure) is adjusted by adding back
equity-settled share-based payment to profit for the year. See “— Non-IFRS Measure” for
further details.

TAXATION
PRC

According to the Enterprise Income Tax Law of the People’s Republic of China (“EIT
Law”), companies established in China are generally subject to an enterprise income tax rate
of 25%, unless otherwise specified. Under the EIT Law, our subsidiary is subject to a tax rate
of 25%. In accordance with the EIT Law and relevant regulations, enterprises that qualify as
“High and New Technology Enterprises” are eligible for a preferential enterprise income tax
rate of 15% along with other related tax benefits. We obtained the High and New Technology
Enterprise Certificate in both 2020 and 2023, each valid for three years. Therefore, during the
Track Record Period, it calculated and paid enterprise income tax at the preferential rate of
15% and enjoyed other related tax incentives. Preferential tax treatments and incentives
granted to us by PRC regulatory authorities are subject to review and may be adjusted or
revoked at any time in the future.

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise
established outside of the PRC with a “de facto management body” within the PRC is
considered a resident enterprise and will be subject to the enterprise income tax on its global
income at the rate of 25%. In April 2009, the SAT, issued a circular, known as Circular 82,
which provides certain specific criteria for determining whether the “de facto management
body” of a PRC-controlled enterprise that is incorporated offshore is located in China.
Although this circular only applies to offshore enterprises controlled by PRC resident
enterprises or PRC resident enterprise groups, not those controlled by PRC resident individuals
or foreigners like us, the criteria set forth in the circular may reflect the SAT’s general position
on how the “de facto management body” test should be applied in determining the tax resident
status of all offshore enterprises. According to Circular 82, an offshore incorporated enterprise
controlled by a PRC resident enterprise or a PRC resident enterprise group will be regarded as
a PRC tax resident by virtue of having its “de facto management body” in China and will be
subject to PRC enterprise income tax on its global income only if all of the following
conditions are met: (i) the primary location of the day-to-day operational management is in the
PRC; (ii) decisions relating to the enterprise’s financial and human resource matters are made
or are subject to approval by organizations or personnel in the PRC; (iii) the enterprise’s
primary assets, accounting books and records, company seals, and board and shareholder
resolutions, are located or maintained in the PRC; and (iv) at least 50% of voting board
members or senior executives habitually reside in the PRC.
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We believe none of our entities outside of China is a PRC resident enterprise for PRC tax
purposes. However, if the PRC tax authorities determine that any of our subsidiaries outside
of China is a PRC resident enterprise for PRC enterprise income tax purposes, then such
subsidiary could be subject to PRC tax at a rate of 25% on our or the subsidiary’s worldwide
income. In addition, such subsidiary will also be subject to PRC enterprise income tax
reporting obligations.

DISCUSSION OF RESULTS OF OPERATIONS

Year Ended December 31, 2024 Compared with Year Ended December 31, 2023

Revenue

Our revenue decreased by RMB168.2 million, or 14.7%, from RMB1,142.5 million in
2023 to RMB974.3 million in 2024, primarily due to the revenue from our Consign service
decreased.

By type of service, revenue from Turnkey service slightly decreased from RMB847.7
million in 2023 to RMB839.6 million in 2024, primarily due to the decrease in the price of key
raw materials, including substrate, which allowed us to offer our products at a more
competitive price. The sales volume under Turnkey service increased from 96,428 wafers in
2023 to 122,283 wafers in 2024. The revenue generated from Consign service decreased from
RMB292.8 million in 2023 to RMB121.1 million in 2024, primarily due to the decrease in our
sales volume under Consign model and our competitive pricing strategy. The sales volume
under Consign service decreased from 104,175 wafers in 2023 to 42,150 wafers in 2024, due
to certain customer from Consign service reduced their demand driven by large amount of
purchase in previous year.

By region, the revenue from Asia decreased from RMB745.2 million in 2023 to
RMB672.4 million in 2024, and the revenue from Europe deceased from RMB323.3 million in
2023 to RMB268.9 million in 2024. These decreases were primarily due to the decrease in the

price of our key raw materials.

Cost of Sales

Our cost of sales decreased by RMBS55.1 million, or 7.9%, from RMB697.1 million in
2023 to RMB642 million in 2024, primarily due to the share-based payment for our employees
categorized as the cost of sales decreased by RMB54.3 million, from RMB57.8 million in 2023
to RMB3.5 million in 2024. Additionally, the decrease in substrate prices led to a reduction in
raw material costs, while an increase in depreciation expenses contributed to higher costs.

-232 -



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

FINANCIAL INFORMATION

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit decreased by RMB115.2 million, or 25.6%,
from RMB445.4 million in 2023 to RMB332.3 million in 2024. Our gross profit margin
decreased from 39.0% in 2023 to 34.1% in 2024, primarily due to the increased proportion of
sales under our Turnkey service, which had a lower gross margin compared to the Consign
service. This was because substrate costs were included in the Turnkey service, and substrate
costs accounted for a relatively higher proportion of total costs, resulting in a lower gross
margin for this type of service.

Other Income and Other Gains, Net

Our other income and other gains, net, significantly increased from RMB63.5 million in
2023 to RMB168.4 million in 2024, primarily due to the increase of (i) government grants of
RMB64.5 million based on incentive policies to support our business and R&D activities; (ii)
bank interest income of RMB27.8 million resulted from the increase of our short-term deposits
with preferred interest rates; and (iii) net exchange gain of RMB16.0 million resulted from
exchange rate fluctuations.

Selling and Distribution Expenses

Our selling and distribution expenses decreased by RMB43.3 million, or 88.7%, from
RMB48.8 million in 2023 to RMBS5.5 million in 2024, primarily due to the decrease in
share-based payments for our employees. Excluding share-based payments, the remaining
portion of our selling and distribution expenses increased by 51.4% from RMB2.6 million in
2023 to RMB3.9 million in 2024, primarily due to increased employee costs associated with
marketing activities.

Administrative and Other Expenses

Our administrative and other expenses increased by RMB12.9 million, or 7.9%, from
RMB162.7 million in 2023 to RMB175.6 million in 2024, primarily due to the decrease in
share-based payments for our employees. Excluding share-based payments, the remaining
portion of our administrative and other expenses decreased by 11.2% from RMB38.5 million
in 2023 to RMB34.2 million in 2024, primarily due to decreased consulting fees.

Research and Development Expenses

Our research and development expenses decreased by RMB21.8 million, or 21.4%, from
RMB101.8 million in 2023 to RMBS80 million in 2024, primarily due to the decrease in
share-based payments for our employees. Excluding share-based payments, the remaining
portion of our research and development expenses decreased by 2.1% from RMB73.9 million
in 2023 to RMB72.3 million in 2024, primarily due to decreased research material costs.

(Impairment Loss)/Reversal of Impairment Loss on Financial Assets, Net

We record impairment loss on financial assets, net, of RMB1.3 million in 2024, compared
to reversal of impairment loss on financial assets, net, of RMBO0.1 million in 2023, primarily
due to the reversal of the provision for impairment of receivables and bills receivable of
RMBO.1 million in 2023 and the provision for receivables and bills receivable of RMB1.2
million in 2024.
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Finance Costs

Our finance costs increased by RMB10.8 million, or 59.7%, from RMB18.1 million in
2023 to RMB28.9 million in 2024, primarily due to the increased amount of bank borrowings,
which was primarily borrowed for the purpose of production base expansion. Consequently,
interest on bank borrowings increased from RMB18.2 million in 2023 to RMB30.1 million in
2024.

Income Tax Expense

We record income tax expense of RMB43.1 million in 2024, compared to income tax
expense of RMBS55.6 million in 2023, primarily due to the decreased in adjusted net profit
(non-IFRS measure) for the year.

Profit for the Year

As a result of the foregoing, the recorded profit of the year increased by RMB44.5
million, or 36.5%, from RMB121.9 million in 2023 to RMB166.4 million in 2024.

Year Ended December 31, 2023 Compared with Year Ended December 31, 2022
Revenue

Our revenue increased by RMB701.8 million, or 159.3%, from RMB440.7 million in
2022 to RMB1,142.5 million in 2023, primarily driven by the growing demand for SiC power
devices, fueled by the global rise in EV, ultrafast charging facilities, and other downstream
applications. Additionally, the realization of our expanded production capacity contributed to
a significant boost in our sales volume.

The revenue from Turnkey service increased from RMB277.8 million in 2022 to
RMB847.7 million in 2023, primarily due to an increase in sales volume for Turnkey service
from 31,339 wafers in 2022 to 96,428 wafers in 2023. The revenue generated from sales from
Consign service increased from RMB156.6 million in 2022 to RMB292.8 million in 2023,
primarily due to an increase in sales volume for Consign service from 54,027 wafers in 2022
to 104,175 wafers in 2023.

The revenue from Asia increased from RMB275.5 million in 2022 to RMB745.2 million
in 2023, and revenue from Europe increased from RMB149.3 million in 2022 to RMB323.3
million in 2023, primarily driven by the growth of SiC power device demands across the
regions.

Cost of Sales

Our cost of sales significantly increased from RMB243.8 million in 2022 to RMB697.1
million in 2023, primarily due to (i) the share-based payments we made to our employees in
2023; and (ii) the increase in our costs of raw materials, which was driven by the growth of
our sales volume due to higher customer demand, which is partially offset by decrease in the
price of our raw materials. Due to diversification of raw material sources, the expansion of
supplier production capacity, and improvements in production yield, the prices of our raw
materials, such as substrates and graphite components have decreased in 2023.
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Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit significantly increased by RMB248.5 million
from RMB196.9 million in 2022 to RMB445.4 million in 2023. Our gross profit margin
decreased from 44.7% in 2022 to 39.0% in 2023, primarily due to the increase in share-based
payments for our employees in 2023.

Other Income and Other Gains, Net

Our other income and other gains, net, significantly increased by RMB42.0 million from
RMB21.5 million in 2022 to RMB63.5 million in 2023, primarily due to increase of (i)
government grants of RMB33.8 million based on incentive policies for business and R&D
activities; and (ii) bank interest income of RMBS8.6 million resulted from increases of our
short-term deposits and applicable interest rates.

Selling and Distribution Expenses

Our selling and distribution expenses significantly increased by RMB46.9 million from
RMB1.9 million in 2022 to RMB48.8 million in 2023, primarily attributable to the increase in
share-based payments for employees. Excluding share-based payments, remaining portion of
our selling and distribution expenses increased by 37.0% from RMB1.9 million in 2022 to
RMB2.6 million in 2023, primarily due to increased employee costs driven by rapid business
expansion and sales growth.

Administrative and Other Expenses

Our administrative and other expenses significantly increased by RMB114.7 million from
RMBA48.1 million in 2022 to RMB162.8 million in 2023, primarily attributable to the increase
in share-based payments for employees. Excluding share-based payments, remaining portion of
our administrative and other expenses increased by 96.4% from RMB19.6 million in 2022 to
RMB38.5 million in 2023, primarily due to increased employee costs associated with business
expansion.

Research and Development Expenses

Our research and development expenses significantly increased by RMBS58.0 million
from RMB43.8 million in 2022 to RMB101.8 million in 2023, primarily due to the increase in
the share-based payments for employees. Excluding share-based payments, remaining portion
of our research and development expenses increased by 68.7% from RMB43.8 million in 2022
to RMB73.9 million in 2023, primarily due to increased research material costs reflecting our
additional efforts in R&D.

(Impairment Loss)/Reversal of Impairment Loss on Financial Assets, Net

We record reversal of impairment loss on financial assets, net, of RMBO0.1 million in
2023, compared to impairment loss on financial assets, net, of RMBO0.9 million in 2022,
primarily due to our impairment loss on trade and bills receivables of RMBO0.9 million in 2022
turned into reversal of impairment loss on trade and bills receivables of RMBO0.1 million in
2023.
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Finance Costs
Our finance costs increased from RMB4.5 million in 2022 to RMB18.1 million in 2023,

primarily due to the increase of interest on bank borrowings of RMB13.6 million resulted from
larger bank borrowing base.

Income Tax Credits/(Expenses)

We record income tax expenses of RMBS55.6 million in 2023, compared to income tax
credits of RMB24.1 million in 2022, primarily due to deferred tax expenses caused by
share-based payments and the increased adjusted net profit (non-IFRS measure).

Profit for the Year

As a result of the foregoing, the recorded profit of the year decreased by RMB21.5
million, or 15.0%, from RMB143.4 million in 2022 to RMB121.9 million in 2023.

DISCUSSION OF SELECTED ITEMS FROM THE CONSOLIDATED BALANCE
SHEETS

The table below sets forth selected information from our consolidated balance sheets as
of the dates indicated, which has been extracted from the Accountant’s Report included in
Appendix I to this Document:

As of December 31,

2022 2023 2024

(RMB in thousands)

Non-current assets . . . .............. 956,390 2,043,223 2,054,279
Current assets . .. ................. 497,208 1,030,375 2,448,665
Total assets. . . ................... 1,453,598 3,073,598 4,502,944
Non-current liabilities ... ........... 271,013 1,048,943 1,084,318
Current liabilities. . .. .............. 385,446 543,815 587,135
Total liabilities . . . .. .............. 656,459 1,592,758 1,671,453
Netassets . ...................... 797,139 1,480,840 2,831,491
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Current Assets and Current Liabilities

The following table sets forth our current assets and current liabilities as of the dates

indicated:
As of
As of December 31, February 28,
2022 2023 2024 2025
(RMB in thousands)
(unaudited)

Inventories ............. 91,404 351,086 247,640 226,543
Trade and bills receivables . 106,796 78,666 129,645 126,768
Prepayments, deposits and

other receivables . ... ... 15,527 7,992 7,468 6,971
Value-added tax (VAT)

recoverable ........... 8,564 22,488 33,259 36,251
Term deposits . .......... 500 20,622 - -
Cash and cash equivalents . . 274,417 549,521 2,030,653 1,817,020
Total current assets . .. ... 497,208 1,030,375 2,448,665 2,213,553
Trade and bills payables . . . 54,863 32,912 71,883 73,069
Other payables and

accruals . ............. 182,077 191,731 145,089 122,013
Contract liabilities. .. ... .. 5,757 3,730 6,795 6,664
Lease liabilities . . ... ... .. 344 261 67 -
Borrowings . ............ 142,405 315,181 303,536 41,627
Income tax payable . ... ... - - 59,765 60,972
Total current liabilities . . . 385,446 543,815 587,135 304,346
Net current assets ....... 111,762 486,560 1,861,530 1,909,207

Our net current assets increased from RMB1,861.5 million as of December 31, 2024 to
RMB1,909.2 million as of February 28, 2025, primarily due to (i) a decrease in the borrowing
of RMB261.9 million, and (ii) a decrease in other payables and accruals of RMB23.1 million,
partially offset by a decrease in cash and cash equivalents of RMB213.6 million and a decrease
in inventories of RMB21.1 million.

Our net current assets increased from RMB486.6 million as of December 31, 2023 to
RMB1,861.5 million as of December 31, 2024, primarily due to (i) an increase of cash and cash
equivalents of RMB1,481.2 million in relation to share issuance of RMB1,030.0 million from
certain shareholders, (ii) an increase of trade and bills receivables of RMBS51.0 million, (iii) a
decrease of borrowings of RMB11.6 million, and (iv) an increase of VAT recoverable of
RMB10.8 million, partially offset by (i) a decrease of inventories of RMB103.4 million, (ii) an
increase of tax payable of RMB59.8 million, and (iii) a decrease of time deposits of RMB20.6
million.
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Our net current assets increased from RMB111.8 million as of December 31, 2022 to
RMBA486.6 million as of December 31, 2023, primarily due to (i) an increase of cash and cash
equivalents of RMB275.1 million, (ii) an increase of inventories of RMB259.7 million, and
(ii1) partially offset by (i) an increase of borrowings of RMB172.8 million, (ii) a decrease of
trade and bills payables of RMB22.0 million, and (iii) a decrease of trade and bills receivables
of RMB28.1 million.

Assets
Property, Plant and Equipment

Our property, plant and equipment primarily consist of machinery, buildings, leasehold
land, computer equipment, furniture, fixtures and office equipment, motor vehicle and
construction-in-progress. The following table sets forth the breakdown of our property, plant

and equipment as of the dates indicated.

As of December 31,

2022 2023 2024

(RMB in thousands)

Property, plant and equipment

Machinery ............ ... . ... . ... 482,286 1,213,203 1,395,461
Buildings. .. ....... ... ... ... ... 150,112 329,847 329,363
Leasehold land . ................... 39,408 39,408 39,408
Computer equipment . . .............. 5,289 8,298 9,419
Furniture, fixtures and office equipment . 7,919 15,111 16,041
Motor vehicles. . ................... - 352 352
Construction-in-progress . . ........... 289,692 591,275 562,486
Total ... ....... ... ... .. ... ........ 974,706 2,197,494 2,352,530

Our property, plant and equipment increased from RMB974.7 million as of December 31,
2022 to RMB2,197.5 million as of December 31, 2023, primarily due to the expansion of our
production capacity, in resulting of (i) the increase of our machinery of RMB730.9 million, (ii)
the increase of our constructions-in-progress of RMB301.6 million, and (iii) the increase of our
buildings of RMB179.7 million. Our property, plant and equipment further increased to
RMB2,352.5 million as of December 31, 2024, primarily due to the increase of our machinery
of RMB182.3 million and was partially offset by the decrease of our constructions-in-progress
of RMB28.8 million.
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Inventories

Our inventories comprise of raw materials, finished goods and work in progress. Our raw
materials mainly include substrates and other accessory materials, graphite components and
gases. The following table sets forth the carrying amount of our inventories as of the dates
indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Inventories
Raw materials . .. .................. 61,601 258,868 196,416
Finished goods . ................... 23,932 96,517 46,255
Work in progress. ... ............... 6,449 831 11,169
Write-down of inventories to net

realizable value . ................. (578) (5,130) (6,200)
Total ... ......... ... ............. 91,404 351,086 247,640

Our inventories increased from RMBO91.4 million as of December 31, 2022 to RMB351.1
million as of December 31, 2023, primarily due to the increase of raw materials of RMB197.3
million reflecting our strategic stock of raw materials as of December 31, 2023 to prepare
ourselves for sales growth, and the increase of finished goods of RMB72.6 million. Our
inventories decreased from RMB351.1 million as of December 31, 2023 to RMB247.6 million
as of December 31, 2024, primarily due to the decrease of raw materials of RMB62.5 million
and the decrease of finished goods of RMB50.3 million.

The following table sets forth the aging analysis of our inventory after deduction of
provision as of the dates indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Inventories

Within 1 year ......... ... ... .... 84,821 333,023 103,453
-2 years .. ... 5,164 14,386 134,649
2-3 YeArS . o i e 265 2,634 8,240
Over3years ...................... 1,154 1,043 1,298
Total . ......... ... ... ... ....... 91,404 351,086 247,640

As of December 31, 2024, the inventories that aged over three years amounted to RMB1.3
million, representing 0.5% of total inventories, which is insignificant.
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We believe we have a comprehensive and adequate system in place for identifying and
accounting for inventory risks and impairment provisions. We regularly review our inventories
to identify items with low sales or usage value and make impairment provisions accordingly.
We further assess inventories based on the lower of cost or net realizable value to make any
additional impairment provisions.

We provided provision against inventories by estimating the net realizable value based on
the estimated selling price of such inventories in the ordinary course of business. The work in
progress are primarily associated with products that have relatively lengthy production
processes and cycles, indicating a potential for conversion. Among raw materials, spare parts
are mainly used for the maintenance and upgrading of production equipment and are deemed
durable consumables and also exhibit a longer conversion period and conversion potential.

The following table sets forth the turnover days of our inventory for the periods indicated:

Year Ended December 31,

2022 2023 2024

Inventory turnover days" .. ... ... .. .. 106.7 115.8 170.2

Note:

(1)  Inventory turnover days for a period equals the average of the gross value of the opening and closing
inventories balance divided by cost of sales for the relevant period and multiplied by the number of days
in the relevant period (365 days for a fiscal year).

Our turnover days increased from 106.7 days in 2022 to 115.8 days in 2023, and further
to 170.2 days in 2024, primarily due to our strategic decision to stockpile raw materials at late
2023 in anticipation of future sales volume and customer demand, and the technical calculation
of inventory turnover days was affected largely by the opening inventories balance. Our

inventories dropped substantially towards the year end of 2024.

As of February 28, 2025, RMB70.1 million, or approximately 28.3%, of our inventory
balance as of December 31, 2024, had been sold or utilized.

Trade and Bills Receivables

Trade and bills receivables are amounts due for goods sold in the ordinary course of
business. For instance, we granted credit terms to certain customers during the Track Record
Period. Such credit terms typically range from 30 days to 90 days. We seek to maintain strict
control over our outstanding receivables. Our finance department is responsible for minimizing
credit risks. Overdue balances are reviewed regularly by senior management. In view of the
aforementioned, there is no significant concentration of credit risks.
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Our trade and bills receivables decreased from RMB106.8 million as of December 31,
2022 to RMB78.7 million as of December 31, 2023, and increased to RMB129.6 million as of
December 31, 2024, primarily due to the expansion of our production lines and business scale.
The following table sets forth our trade and bills receivables as of the years indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Trade and bills receivables

Trade receivables. . .. ............... 106,342 76,868 130,135
Bills receivable . .. ................. 1,801 3,000 1,905
Less: impairment loss allowance ...... (1,347) (1,202) (2,395)
Total .. .......... ... .. ... ........ 106,796 78,666 129,645

The following table sets forth an aging analysis of our trade receivables as of the years
indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Trade and bills receivables

Within 6 months .. ................. 105,603 78,095 124,903
6 months to 1 year ................. — 17 4,635
[-2years .. ... 1,193 148 14
2-3 yeArS . o i - 406 93
Over3years ...................... - - -
Total .. ....... ... ... ... ....... 106,796 78,666 129,645

The following table sets forth the turnover days of our trade and bills receivables for the
years indicated:

Year Ended December 31,

2022 2023 2024

Trade and bills receivable turnover
days“) ......................... 61.2 29.6 39.0
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Note:

(1)  Trade receivable turnover days for a period equals the average of the gross value of the opening and
closing trade and other receivable balance divided by revenue for the relevant period and multiplied by
the number of days in the relevant period (i.e. 365 days for a fiscal year).

In 2022, 2023 and 2024, our trade and bills receivable turnover days were 61.2 days, 29.6

days and 39.0 days, respectively.

As of February 28, 2025, RMB96.0 million, or approximately 74.1% of our trade and bills

receivables as of December 31, 2024 had been settled.

Prepayments, Deposits and Other Receivables

Our prepayments, deposits and other receivables comprise of (i) prepayments, (ii)

deposits and other receivables and (iii) consulting fees and offset by reversal of (impairment

loss) allowance. The following table sets forth a breakdown of our prepayments, deposits and

other receivables as of the years indicated:

Prepayments, deposits and other

receivables

Prepayments . .........
Deposits and other receivables

Consulting fees

Less: Reversal of (impairment loss)
allowance. ..........

As of December 31,

2022 2023 2024
(RMB in thousands)
14,374 6,287 5,238
1,214 1,131 2,347
- 631 -
(61) (57) (117)
15,527 7,992 7,468

Our prepayments, deposits and other receivables decreased from RMB15.5 million as of
December 31, 2022 to RMB8.0 million as of December 31, 2023, and further to RMB7.5
million as of December 31, 2024, primarily due to decrease in prepayment during the Track

Record Period based on our adjusted raw material procurement methods from overseas

suppliers.
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Liabilities
Trade and Bills Payables

Our trade and bills payables are short-term in nature and hence, the carrying amount of
trade and bills payables are considered to approximate to their fair value. We typically have 30

to 90 days credit term from our suppliers.

The following table sets forth our trade and bills payables as of the years indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Trade and bills payables

Trade payables .................... 47,962 32,912 46,781
Bills payables . .................... 6,901 - 25,102
Total . . ....... ... .. .. ... ... . ... 54,863 32,912 71,883

The following table sets forth an aging analysis of our trade and bills payables as of the
years indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Trade and bills payables

Within 1 year ............... ... ... 54,626 32,670 71,538
1-2years .. ... ... ... - 5 104
Over 2 years . ...........ovuuunn... 237 237 241
Total . . ....... ... ... ... ... . ... 54,863 32,912 71,883

The following table sets forth the turnover days of our trade and bill payables for the
years indicated:

Year Ended December 31,

2022 2023 2024

Trade and bills payables turnover days‘". . 47.7 23.0 29.8
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Note:

(1)  Trade and bill payable turnover days for a period equals the average of the gross value of the opening
and closing trade and bill payable balance divided by revenue for the relevant period and multiplied by
the number of days in the relevant period (365 days for a fiscal year).

In 2022, 2023 and 2024, our trade and bills payables turnover days were 47.7 days, 23.0
days and 29.8 days, respectively.

As of February 28, 2025, RMB71.4 million, or approximately 99.4% of our trade and bills
payables as of December 31, 2024 had been settled.

Other Payables and Accruals

Our other payables and accruals primarily represent (i) amount due to shareholders arose
from certain shareholders making investments in the Company, with the capital increase being
completed and officially registered in the following year, (ii) construction payables, (iii) other
payables, (iv) other tax payables and (v) accruals, primarily representing the accrued employee
compensation. As of December 31, 2022, 2023 and 2024, all other payables and accruals were
non-interest bearing, unsecured and repayable on demand. The following table sets forth our
other payables and accruals as of the years indicated:

As of December 31,

2022 2023 2024

(RMB in thousands)

Other payables and accruals

Amount due to shareholders .......... 100,000 - -
Construction payables ... ............ 72,676 177,155 130,159
Accruals . ......... ... ... ... ... ... 7,343 11,264 11,415
Other tax payables. ... .............. 1,289 2,177 2,458
Other payables. . . .................. 769 1,135 1,057
Total ... ......... ... .. ... ........ 182,077 191,731 145,089

Our other payables and accruals increased from RMB182.1 million as of December 31,
2022 to RMB191.7 million as of December 31, 2023, primarily due to an increase in
construction payables of RMB104.5 million in relation to our production site expansions and
partially offset by a decrease in amount due to our certain shareholders of RMB100.0 million.
Our other payables and accruals decreased from RMB191.7 million as of December 31, 2023
to RMB145.1 million as of December 31, 2024, primarily due to a decrease in construction
payables of RMB48.0 million which in line with our expansion progress.

Contract Liabilities

Our contract liabilities primarily representing the advance consideration received from
our customers. Our contract liabilities amounted to RMBS5.8 million as of December 31, 2022,
RMB3.7 million as of December 31, 2023, and RMB6.8 million as of December 31, 2024.
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LIQUIDITY AND CAPITAL RESOURCES
The following table presents our consolidated cash flow data for the years indicated.

Year Ended December 31,

2022 2023 2024

(RMB in thousands)

Net cash generated from operating

activities . . ......... . ... .. 169,985 415,175 640,638
Net cash used in investing activities . . . . (505,270) (1,140,458) (144,332)
Net cash generated from financing

activities . . ......... .. ... .. 459,072 1,000,387 984,826
Net increase in cash and cash

equivalents . .. ........... ... .. ... 123,787 275,104 1,481,132
Cash and cash equivalents at beginning

oftheyear...................... 150,630 274,417 549,521

Cash and cash equivalents at end of
theyear........................ 274,417 549,521 2,030,653

During the Track Record Period and as of the Latest Practicable Date, our principal
sources of liquidity have been cash generated from operating activities and borrowings from
banks.

Net Cash Generated from Operating Activities

In 2024, our net cash generated from operating activities was RMB640.6 million, which
was primarily attributable to our profit before tax of RMB209.5 million, adjusted by non-cash
items, primarily including (i) equity-settled share-based payments of RMB154.2 million, (ii)
depreciation of property, plant and equipment of RMB144.7 million, and (iii) finance costs of
RMB28.9 million, partially offset by interest income of RMB40.0 million. This amount was
further adjusted by changes in working capital, primarily including (i) a decrease in inventories
of RMB102.4 million, (ii) an increase in deferred income of RMB55.2 million, (iii) an increase
in trade and bill receivables of RMB52.2 million, (iv) a decrease in other payables and accruals
of RMB46.4 million, and (v) an increase in trade and bill payables of RMB39.0 million.
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In 2023, our net cash generated from operating activities was RMB415.2 million, which
was primarily attributable to our profit before tax of RMB177.5 million, adjusted by non-cash
items, primarily including (i) equity-settled share-based payments of RMB256.2 million, (ii)
depreciation of property, plant and equipment of RMB95.9 million, (iii) finance costs of
RMBI18.1 million, (iv) partially offset by interest income of RMB12.1 million. The amount was
further adjusted by changes in working capital, primarily including (i) an increase in
inventories of RMB264.2 million, (ii) an increase in other payables and accruals of RMB109.7
and (iii) an increase in deferred income of RMB105.3 million.

In 2022, our net cash generated from operating activities was RMB170.0 million, which
was primarily attributable to our profit before tax of RMB119.3 million, adjusted by non-cash
items, primarily including (i) depreciation of property, plant and equipment of RMB30.6
million, and (ii) finance costs of RMB4.5 million, partially offset by interest income of
RMB3.5 million. The amount was further adjusted by changes in working capital, primarily
including (i) an increase in trade and bills receivables of RMB66.7 million, (ii) an increase in
trade and bills payables of RMB46.1 million, (iii) an increase in other payables and accruals
of RMB45.9 million, and (iv) an increase in inventories of RMB40.2 million.

Net Cash Used in Investing Activities

In 2024, our net cash used in investing activities was RMB144.3 million, primarily
attributable to purchase of property, plant and equipment of RMB204.7 million; partially offset
by (i) interest received of RMB40.0 million; and (ii) withdrawal of term deposits of RMB20.1
million.

In 2023, our net cash used in investing activities was RMB1,140.5 million, primarily
attributable to purchase of property, plant and equipment of RMB1,157.4 million, partially
offset by (i) interest received of RMB12.1 million; and (ii) proceeds from disposal of property,
plant and equipment of RMB6.0 million.

In 2022, our net cash used in investing activities was RMB505.3 million, primarily
attributable to purchase of property, plant and equipment of RMB533.7 million, partially offset
by withdrawal of term deposits of RMB24.6 million.

Net Cash Generated from Financing Activities

In 2024, our net cash generated from financing activities was RMB984.8 million,
primarily attributable to (i) proceeds from share issues of RMB1,030.0 million, and (ii)
proceeds from bank borrowings of RMB744.8 million and partially offset by (i) repayments of
bank borrowings of RMB759.7 million, and (ii) interest paid of RMB30.1 million.

In 2023, our net cash generated from financing activities was RMB1,000.4 million,
primarily attributable to (i) proceeds from bank borrowings of RMB1,021.7 million, and (ii)
proceeds from share issues of RMB205.6 million and partially offset by (i) repayments of bank
borrowings of RMB207.9 million, and (ii) interest paid of RMB18.2 million.
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In 2022, our net cash generated from financing activities was RMB459.1 million,
primarily attributable to (i) proceeds from bank borrowings of RMB295.2 million; (ii) proceeds
from share issues of RMB152.3 million and (iii) proceed from a shareholder of RMB100.0
million and partially offset by (i) repayments of bank borrowings of RMB83.3 million, and (ii)
interest paid of RMB4.6 million.

WORKING CAPITAL

Taking into account the financial resources available to us, including anticipated cash
flow from our operating activities, existing cash and cash equivalents, available bank facilities
and the estimated net [REDACTED] from the [REDACTED], our Directors believe that we
have sufficient working capital for our present requirements and for the next 12 months from
the date of this Document.

We intend to finance our future working capital requirements and capital expenditures
primarily from cash expected to be generated from operating activities, bank facilities and
funds raised from financing activities, including the net [REDACTED] we will receive from
the [REDACTED].

INDEBTEDNESS

The following table sets forth a breakdown of our financial indebtedness as of the dates

indicated.
As of
Year Ended December 31, February 28,
2022 2023 2024 2025
(RMB in thousands)
(unaudited)
Current
Borrowings .. ............ 142,405 315,181 303,536 41,627
Lease liabilities . . ... ...... 344 261 67 -
Non-Current
Borrowings .. ............ 170,783 811,811 808,594 794,861
Total . ... ............... 313,532 1,127,253 1,112,197 836,488
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Our borrowings amounted to RMB313.2 million, RMB1,127.0 million, RMBI,112.1
million and RMB836.5 million as of December 31, 2022, 2023 and 2024 and as of February
28, 2025, respectively. For the interest rate profile of our interest-bearing bank borrowings
during the Track Record Period, see Note 28 to the Accountant’s Report in Appendix I to this
Document. As of December 31, 2022, 2023, 2024 and February 28, 2025, RMB52.3 million,
RMB628.7 million, RMB570.9 million, and RMB434.2 million of our borrowings were
secured. We had unsecured borrowings of RMB260.9 million, RMB498.3 million, RMB541.2
million, and RMB402.3 million as of December 31, 2022, 2023, 2024 and February 28, 2025,
respectively.

As of February 28, 2025, we had bank facilities of RMB1,941.1 million which remained
unutilized.

Our Directors confirm that as of the Latest Practicable Date, there was no material
covenant and undertakings on any of our outstanding debt, guarantees, pledge of key assets or
other contingent obligations and there was no breach of any covenant during the Track Record
Period and up to the Latest Practicable Date. Our Directors further confirm that we did not
experience any difficulty in obtaining bank loans and other borrowings, default in payment of
trade and non-trade payables, bank loans and other borrowings or breach of covenants during
the Track Record Period and up to the date of this Document.

Lease liabilities

Lease liabilities represent the present value of outstanding lease payments under our lease
agreements. Except as discussed above, we had no outstanding indebtedness or any loan capital
issued and outstanding or agreed to be issued, bank overdrafts, loans or similar indebtedness,
liabilities under acceptances (other than normal trade bills), acceptance credits, debentures,
mortgages, charges, finance lease or hire purchase commitments, guarantees or other
contingent liabilities or any covenant in connection therewith as of February 28, 2025 being
our indebtedness statement date. After due and careful consideration, our Directors confirm
that there had been no material change in our indebtedness since February 28, 2025 and up to
the Latest Practicable Date.

CAPITAL EXPENDITURES

The following table sets forth our capital expenditures for the years indicated.

Year Ended December 31,

2022 2023 2024

(RMB in thousands)

Purchase of property, plant and
equipment . ..................... 533,701 1,157,361 204,695

Total . ....... ... ... .. ... ... ... ... 533,701 1,157,361 204,695
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Our capital expenditures were RMB533.7 million, RMB1,157.4 million and RMB204.7
million, respectively, in 2022, 2023 and 2024, primarily attributable to capital expenditures on
payment of property, plant and equipment. We intend to fund our future capital expenditures
with financial resources available to us, including our existing cash balance, cash generated
from our operation activities, our available banking facilities and [REDACTED] from the
[REDACTED]. We will continue to make capital expenditures to meet the expected growth of
our business. See “Future Plans and Use of [REDACTED] — Use of [REDACTED].”

CONTRACTUAL OBLIGATIONS

Capital Expenditure Related Commitments

Our capital commitments are related to capital expenditure on construction-in-progress
and office equipment to be incurred but not yet recorded as liabilities. Our capital expenditure
contracted for but not yet incurred as of December 31, 2022, 2023 and 2024 was RMB957.4
million, RMB316.0 million and RMB226.8 million, respectively. We expect to satisfy our
capital commitments using cash from operations, net [REDACTED] to be received from the
[REDACTED] and bank borrowings available to us.

OFF-BALANCE SHEET ARRANGEMENTS

As of the Latest Practicable Date, we did not have any material off-balance sheet
commitments or arrangements.

CONTINGENT LIABILITIES

As of December 31, 2022, 2023 and 2024, we did not have any contingent liabilities. Our
Directors confirm that there has been no material change in our contingent liabilities as of the
Latest Practicable Date.

RELATED PARTY TRANSACTIONS

We enter into transactions with our related parties from time to time. Our Directors are
of the view that each of the related party transactions was conducted in the ordinary course of
business on an arm’s-length basis and with normal commercial terms between the relevant
parties. Our Directors are also of the view that our related party transactions during the Track
Record Period would not distort our track record results or cause our historical results to

become non-reflective of our future performance.
As of December 31, 2022, 2023 and 2024, our outstanding balances was RMB1.9 million,

RMB3.7 million and RMB9.0 million with related parties of trade nature which mainly include
trade and bills receivables.
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KEY FINANCIAL RATIOS

The following table sets forth some of our key financial ratios for the dates indicated.

As of and Years Ended December 31,

2022 2023 2024
Gross profit margin .. ... ... ... .. .. 44.7% 39.0% 34.1%
Current ratio® .. ...... ... ... . ..... 1.3 1.9 4.2
Quick ratio® . ... ... ... 1.1 1.2 3.7
Debt-to-asset ratio™ ... ............. 45.2% 51.8% 37.1%

Notes:

(1) Gross profit margin is calculated using gross profit for the year divided by revenue for the year and
multiplied by 100%.

(2)  Current ratio equals current assets divided by current liabilities as of the relevant year end.

(3)  Quick ratio equals current assets excluding inventories divided by current liabilities as of the relevant
year end.

(4)  Debt-to-Asset Ratio equals total liabilities divided by total assets multiplied by 100%.

Gross Profit Margin

Our gross profit margin decreased from 45% in 2022, to 39% in 2023 and further to 34%
in 2024, primarily due to the proportion of sales under our Turnkey service increased, which
had a relatively lower margin compared to our Consign service, because substrate costs are
included in the Turnkey service. See “— Discussion of Results of Operations” in this section
for more details on our gross profit margin.

Current Ratio and Quick Ratio

Our current ratio increased from 1.3 as of December 31, 2022, to 1.9 as of December 31,
2023, while our quick ratio increased from 1.1 as of December 31, 2022, to 1.2 as of December
31, 2023. This was primarily due to an increase in inventory of RMB259.7 million and an
increase in cash and cash equivalents of RMB275.1 million at the year end of 2023, partially
offset by an increase in loans due within one year of RMB172.8 million.

Our current ratio further increased from 1.9 as of December 31, 2023, to 4.2 as of
December 31, 2024, while our quick ratio rose from 1.2 as of December 31, 2023, to 3.7 as of
December 31, 2024. This was mainly due to an increase of RMB1,481.1 million in cash and
cash equivalents for the ending balance of 2024 compared to 2023.
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Debt-to-asset Ratio

Our debt-to-asset ratio increased from 45.2% as of December 31, 2022, to 51.8% as of
December 31, 2023, primarily due to (i) the bank loans increased of RMB813.8 million, from
RMB313.2 million in 2022 to RMB1,127.0 million in 2023; (ii) deferred income increased of
RMB105.4 million, from RMB100.2 million in 2022 to RMB205.6 million in 2023; (iii)
property, plant, and equipment increased of RMB1,163.4 million, from RMB&873.8 million in
2022 to RMB2,037.2 million in 2023; (iv) inventory increased of RMB259.7 million from
RMBO1.4 million in 2022 to RMB351.1 million in 2023; and (v) cash and cash equivalents
increased of RMB275.1 million, from RMB274.4 million in 2022 to RMB549.5 million in
2023.

Our debt-to-asset ratio decreased from 51.8% as of December 31, 2023, to 37.1% as of
December 31, 2024, primarily due to (i) taxes payable increased of RMB59.8 million from nil
in 2023 to RMB59.8 million in 2024; (ii) deferred income increased of RMB55.3 million, from
RMB205.5 million in 2023 to RMB260.8 million in 2024; (iii) cash and cash equivalents
increased of RMB1,481.1 million from RMB549.5 million in 2023 to RMB2,030.7 million in
2024.

For a more comprehensive discussion of the factors affecting our key financial ratios
during the Track Record Period, see “— Discussion of Results of Operations.”

QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

Our activities expose us to a variety of financial risks, primarily the interest risk, credit
risk, liquidity risk, equity price risk and foreign currency risk. Our overall risk management
program focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on our financial performance.

Market Risk
Foreign Exchange Risk

We provide products and services to overseas customers primarily priced in USD, while
the raw materials, machinery, equipment, or services we purchase from overseas suppliers are
primarily denominated in EUR and USD. As a result, we hold foreign currency-denominated
assets and liabilities. Our functional currency is RMB. Any appreciation of RMB against USD
or other foreign currencies could lead to a decrease in the value of our foreign currency-
denominated assets, resulting in losses, while foreign currency-denominated liabilities would
decrease, resulting in gains. Conversely, any depreciation of RMB against USD or other
foreign currencies would increase the value of foreign currency-denominated assets, resulting
in gains, while foreign currency-denominated liabilities would increase, resulting in losses.
Our primary foreign currency-denominated assets included USD deposits and USD accounts
receivable, while our primary foreign currency-denominated liabilities included EUR payables
and USD payables. For details, see “Risk Factors — Risks Related to Our Business and
Industry — We are subject to PRC Regulatory Authorities’ regulations on currency conversion
and risks relating to fluctuations in exchange rates.”
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Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. Our interest rate risk
arises primarily from cash at bank and time deposits except for fixed deposits. Our
interest-bearing financial instruments at fixed interest rates as of December 31, 2022, 2023 and
2024 are fixed deposits and the change of market interest rate does not expose us to fair value
interest risk. Our Directors consider that our exposure to interest rate risk is not significant. For
further details, see Note 39 to the Accountant’s Report in Appendix I to this Document.

Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in a financial loss to us. Our credit risk is primarily attributable to trade and bills
receivables, deposits and other receivables. Our exposure to credit risk is influenced mainly by
the individual characteristics of each customer. In respect of trade and bills receivables,
deposits and other receivables, credit evaluations are performed on all debtors. These
evaluations focus on the customer’s past history of making payments when due and current
ability to pay, and take into account information specific to the customers as well as pertaining
to the economic environment in which the customers operate. Ongoing credit evaluation is
performed on the financial condition of trade customers and, where appropriate, credit
guarantee insurance cover is purchased. Trade and bills receivables are due from the date of
billing. Normally, the Group does not obtain collateral from customers. For further details, see
Note 39 to the Accountant’s Report in Appendix I to this Document.

Liquidity Risk

We aim to maintain sufficient cash and cash equivalents for our business development and
expansion. We have built an appropriate liquidity risk management framework for the
management of our short, medium and long-term funding and liquidity management
requirements. We manage liquidity risk by maintaining adequate reserves. For further details,
see Note 39 to the Accountant’s Report in Appendix I to this Document.

DIVIDEND

During the Track Record Period, no dividends have been declared and paid by us.

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.
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[REDACTED]

Based on the mid-point [REDACTED] of HK$§[REDACTED] (being the mid-point of
our [REDACTED] of HK$[REDACTED] to HK$[REDACTED] per [REDACTED]), the
total [REDACTED] (including [REDACTED]) payable by our Company are estimated to be
approximately HK$[REDACTED] million (equivalent to approximately RMB[REDACTED]
million), assuming the [REDACTED] is not exercised. These [REDACTED] mainly comprise
professional fees paid and payable to the professional parties, and [REDACTED] payable to
the [REDACTED], for their services rendered in relation to the [REDACTED] and the
[REDACTED].

We estimate that an additional [REDACTED] of RMB[REDACTED] million (including
[REDACTED] of RMB[REDACTED] million, assuming the [REDACTED] is not exercised
and based on an [REDACTED] of HK$[REDACTED] per [REDACTED]), accounting for
[REDACTED]% of our gross [REDACTED], will be further incurred by our Group, of which
RMB[REDACTED] million is expected to be charged to our consolidated statements of profit
or loss and RMB[REDACTED] million is expected to be charged against equity upon the
[REDACTED].

UNAUDITED [REDACTED] ADJUSTED NET TANGIBLE ASSETS

[REDACTED]
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[REDACTED]

~254 -



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

FINANCIAL INFORMATION

Please refer to “Appendix II — Unaudited [REDACTED] Financial Information” for
further details.

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, as of the date of the Document, there has been no material
adverse change in our financial or trading position, indebtedness, mortgage, contingent
liabilities, guarantees or prospects since December 31, 2024, the end of the period reported on
the Accountant’s Report included in Appendix I to this Document; and there has been no event
since December 31, 2024 which would materially affect the information presented in the
Accountant’s Report set out in Appendix I to this Document.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

We confirm that, as of the Latest Practicable Date, there were no circumstances that
would give rise to disclosure required under Rules 13.13 to 13.19 of the Listing Rules.
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FUTURE PLANS

Please see “Business — Our Growth Strategies” for a detailed description of our future
plans.

USE OF [REDACTED]

We estimate that we will receive net [REDACTED] from the [REDACTED] of
approximately HK$[REDACTED] million, after deducting [REDACTED], fees and estimated
expenses payable by us in connection with the [REDACTED], assuming no [REDACTED] is
exercised and an [REDACTED] of HK$[REDACTED] per [REDACTED], being the
midpoint of the indicative [REDACTED] stated in this Document.

In line with our strategies, we intend to use the net [REDACTED] for the following
purposes, subject to changes with respect to our evolving business needs and changing market
conditions:

. Approximately [REDACTED]% of the net [REDACTED], or HK${REDACTED]
million, will be used to expand our production capacity of the SiC epitaxial wafers
in a disciplined and prudent manner over the next five years, in response to the
growing market demands. In connection with such plans, we will purchase and
upgrade equipment and machinery for production and recruit manufacturing
personnel. In particular:

O  Approximately [REDACTED]|% of the net [REDACTED], or
HK$[REDACTED] million, will be used for the procurement and upgrade of
our equipment and machinery to expand our production capacity of the SiC
epitaxial wafers. We plan to utilize such net [REDACTED] with expected
allocations of approximately HK$[REDACTED] million, HK$[REDACTED]
million, HK$[REDACTED] million, HK$[REDACTED] million and
HK$[REDACTED] million, respectively, in each year over the next five years.

We develop production expansion plans primarily based on (i) the anticipated
demands for our SiC epitaxial wafers, (ii) the current and anticipated prices for
our SiC epitaxial wafers, (iii) the utilization of the existing production base and
the feasibility of its expansion, (iv) the estimated cost of expansion, and (v) our
estimated capital resources.

O  Approximately [REDACTED]% of the net [REDACTED], or
HK$[REDACTED] million, will be used to complete and improve the
construction of our existing production base, including auxiliary production
systems, power system and gas system, among others. We plan to utilize such
net [REDACTED] with expected allocations of approximately
HKS$[REDACTED] million, HK$[REDACTED] million, HK$[REDACTED]
million, HK$[REDACTED] million and HK$[REDACTED] million,
respectively, in each year over the next five years.
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O  Approximately [REDACTED]% of the net [REDACTED], or
HKS$[REDACTED] million, will be used in the recruitment of our production-
related personnel. We plan to recruit approximately 500 manufacturing
personnel at our production base to support the expansion of our production.

. Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED]
million, will be used in the R&D of SiC epitaxial wafers to enhance our technical
capabilities and solidify our technical advantages. We plan to further invest in key
technologies, including our 6-inch and 8-inch high-quality SiC epitaxial wafer
production technology, uniformity control and defect control technology, as well as
other potential innovations and projects.

o Approximately [REDACTED]% of the net [REDACTED], or
HK$[REDACTED] million, will be used for the development of our
technology and R&D center, including the procurement of equipment and
machinery.

O  Approximately [REDACTED]|% of the net [REDACTED], or
HKS$[REDACTED] million, will be used to purchase R&D materials and other
development expenses.

O  Approximately [REDACTED]|% of the net [REDACTED], or
HK$[REDACTED] million, will be used in the recruitment of our research
and development staff. We plan to recruit approximately 75 new employees to
support our increasing research and development efforts.

. Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED]
million, will be used as working capital and for general corporate purposes.

If the [REDACTED)] is set at HK${[REDACTED] per [REDACTED], being the high end
of the indicative [REDACTED], the net [REDACTED] from the [REDACTED] will increase
to approximately HKS$[REDACTED] million. If the [REDACTED] is set at
HKS$[REDACTED] per [REDACTED], being the low end of the indicative [REDACTED],
the net [REDACTED] from the [REDACTED] will decrease to approximately
HK$[REDACTED] million. [REDACTED] may be fixed at a higher or lower level compared
to the midpoint of the indicative [REDACTED] stated in this Document.

If the [REDACTED] is exercised in full, the net [REDACTED] that we will receive will
be approximately HK$[REDACTED] million, assuming an [REDACTED] of
HKS$[REDACTED] per [REDACTED] (being the midpoint of the indicative [REDACTED)).
In the event that the [REDACTED] is exercised in full, we intend to apply the additional net
[REDACTED] to the aforementioned purposes in the proportions stated above.

To the extent that our net [REDACTED] are not sufficient to fund the purposes set out

above, we intend to fund the balance through a variety of means, including cash available on
hands, bank loans and other borrowings.
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FUTURE PLANS AND USE OF [REDACTED]

If the net [REDACTED] of the [REDACTED] are not immediately used for the purposes
described above, to the extent permitted by the relevant laws and regulations, we will only
deposit the net [REDACTED] into short-term interest bearing accounts at licensed commercial
banks and/or other authorized financial institutions as defined under the Securities and Futures
Ordinance or applicable laws and regulations in other jurisdictions, as long as it is deemed to
be in the best interests of the Company. We will comply with all disclosure requirements under
the Listing Rules if there is any change to the above proposed use of [REDACTED].
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APPENDIX I ACCOUNTANT’S REPORT

The following is the text of a report set out on pages I-1 to I-[®], received from the
Company’s reporting accountants, BDO Limited, Certified Public Accountants, Hong Kong, for

the purpose of incorporation in the document.

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF EPIWORLD INTERNATIONAL CO., LTD. AND CHINA
INTERNATIONAL CAPITAL CORPORATION HONG KONG SECURITIES LIMITED

Introduction

We report on the historical financial information of Epiworld International Co., Ltd. (the
“Company”) and its subsidiary (together the “Group”) set out on pages [®] to [®], which
comprises the consolidated statements of financial position as at December 31, 2022 and 2023
and 2024 and the statements of financial position of the Company as at December 31, 2022 and
2023 and 2024, the consolidated statements of profit or loss and other comprehensive income,
the consolidated statements of changes in equity and the consolidated statements of cash flows
of the Group for each of the periods ended December 31, 2022 and 2023 and 2024 (the “Track
Record Period”) and accounting policies and other explanatory information (together the
“Historical Financial Information”). The Historical Financial Information set out on pages
[®] to [®] forms an integral part of this report, which has been prepared for inclusion in the
document of the Company dated [®] (the “Document”) in connection with the initial
[REDACTED] of shares of the Company on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

Directors’ Responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of the Historical
Financial Information that gives a true and fair view in accordance with the basis of preparation
set out in Note 2 to the Historical Financial Information, and for such internal control as the
directors determine is necessary to enable the preparation of Historical Financial Information
that is free from material misstatement, whether due to fraud or error.

Reporting Accountants’ Responsibility

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

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgment, including the assessment of risks of material misstatement of
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the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance
with the basis of preparation set out in Note 2 to the Historical Financial Information in order
to design procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Our work also
included evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of
the Historical Financial Information.

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

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the Group’s financial position as at December 31,
2022 and 2023 and 2024, the Company’s financial position as at December 31, 2022 and 2023
and 2024, and of the Group’s financial performance and cash flows for the Track Record Period
in accordance with the basis of preparation set out in Note 2 to the Historical Financial
Information.

Report on Matters Under the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited and the Companies (Winding Up and Miscellaneous
Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page [®] have been made.

Dividends

We refer to Note 12 to the Historical Financial Information which contains information
about dividends declared and paid by the Company in respect of the Track Record Period.

BDO Limited

Certified Public Accountants
(@]

Practising Certificate no.
Hong Kong

Date
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HISTORICAL FINANCIAL INFORMATION OF THE GROUP

Preparation of Historical Financial Information

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

The consolidated financial statements of the Group for the Track Record Period, on which
the Historical Financial Information is based, have been prepared in accordance with the
accounting policies which conform with International Financial Reporting Standards and
International Accounting Standards as issued by the International Accounting Standards Board
(“IASB”) and Interpretations (collectively “IFRS Accounting Standards”) and were audited
by BDO Limited in accordance with Hong Kong Standards on Auditing issued by the HKICPA
(the “Underlying Financial Statements”).

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

13-
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CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Year ended December 31,

Notes 2022 2023 2024
RMB’000 RMB’000 RMB’000

REVENUE . . ................... 7 440,691 1,142,502 974,316
Costofsales.................... (243,754) (697,103) (642,007)
Gross profit . . ..... ... ... . .... 196,937 445,399 332,309
Other income and other gains, net. . . . 8 21,534 63,451 168,402
Selling and distribution expenses. . . . . (1,866) (48,776) (5,513)
Administrative and other expenses. . . . (48,136) (162,749) (175,575)
Research and development costs . . . .. (43,829) (101,786) (79,992)
(Impairment loss)/reversal of

impairment loss on financial

assets, net .................... 10 901) 149 (1,253)
Finance costs. .. ................. 9 (4,456) (18,148) (28,863)
PROFIT BEFORE TAX. ... ... ... 10 119,283 177,540 209,515
Income tax credit/(expense)......... 11 24,085 (55,648) (43,114)
PROFIT AND TOTAL

COMPREHENSIVE INCOME

FOR THE YEAR ... ... ... .. ... 143,368 121,892 166,401
Earnings per share (RMB)

attributable to owners of

the Company
Basic and diluted. . ............... 13 0.40 0.33 0.43

i
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment . ... ...
Right-of-use assets . ..............
Intangible assets . ................

Prepayments for acquisition of

property, plant and equipment . . . ..
Term deposits . ..................
Deferred tax assets ...............
Other non-current assets ...........

Total non-current assets ..........

Current assets . .. ...............
Inventories . ....................
Trade and bills receivables .........

Prepayments, deposits and other

receivables. ... ................
Value-added tax (“VAT”) recoverable .
Term deposits . ..................
Cash and cash equivalents..........

Total current assets

Current liabilities . ... ......... ..
Trade and bills payables ...........
Other payables and accruals ........
Contract liabilities. . ... ...........
Lease labilities . . ................
Borrowings .. ........ ... ... ...
Income tax payable ...............

Total current liabilities ... ... ... ..

Net current assets . ..............

TOTAL ASSETS LESS CURRENT

LIABILITIES . ... ... ..........

Non-current liabilities ...........
Borrowings .. ........ ... ........
Deferred revenue . ... ... ..........
Deferred tax liabilities. .. ..........

Total non-current liabilities. . . . .. ..

Netassets . . . ...................

EQUITY
Equity attributable to owners of
the Company

Share capital . . ..................
Reserves . ........ .. .. ... ... ...

TOTAL EQUITY .. ..............

Notes

15
16
18

23
19

20
21

22

23
23

24
25
26
27
28

28
29
19

30
31

1.5

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

873,818 2,037,231 2,047,566
343 371 77
76 918 2,075
35,982 1,936 1,582
20,122 - -
24,085 - 49
1,964 2,767 2,930
956,390 2,043,223 2,054,279
91,404 351,086 247,640
106,796 78,666 129,645
15,527 7,992 7,468
8,564 22,488 33,259
500 20,622 -
274,417 549,521 2,030,653
497,208 1,030,375 2,448,665
54,863 32,912 71,883
182,077 191,731 145,089
5,757 3,730 6,795
344 261 67
142,405 315,181 303,536
- - 59,765
385,446 543,815 587,135
111,762 486,560 1,861,530
1,068,152 2,529,783 3,915,809
170,783 811,811 808,594
100,230 205,569 260,764
- 31,563 14,960
271,013 1,048,943 1,084,318
797,139 1,480,840 2,831,491
214,845 388,192 404,093
582,294 1,092,648 2,427,398
797,139 1,480,840 2,831,491
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STATEMENTS OF FINANCIAL POSITION OF THE COMPANY

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment . . . . . ..
Right-of-use assets ...............
Investments in subsidiary ..........
Intangible assets . ................

Prepayments for acquisition of

property, plant and equipment . . . ..
Term deposits . ..................
Deferred tax assets ...............

Current assets

Inventories . ....................
Trade and bills receivables .........

Prepayments, deposits and other

receivables. .. ....... ... ... ...
VAT recoverable . ................
Amount due from a subsidiary. ... ...
Term deposits . ..................
Cash and cash equivalents..........

Total current assets . . .. ..........

Current liabilities

Trade and bills payables . ..........
Other payables and accruals ........
Contract liabilities. . ... ...........
Amount due to a subsidiary.........
Lease liabilities . . . ...............
Borrowings .. ........ ... ........
Income tax payable ...............

Total current liabilities . . ... ... ...

Net current assets . ..............

TOTAL ASSETS LESS CURRENT

LIABILITIES . ... .............

Non-current liabilities

Borrowings . ....... ... ... ... ..
Deferred revenue . ... .............
Deferred tax liabilities. .. ... ... ....

Total non-current liabilities. . . . . . ..

Netassets . . . ...................

EQUITY

Share capital . . ..................
Reserves . ......... ... ... ... ....

TOTAL EQUITY . ...............

Notes

15
16
17
18

23
19

20
21

22

32
23
23

24
25
26
32
27
28

28
29
19

30
31

16—

As at December 31,

2022 2023 2024
RMB 000 RMB’000 RMB’000

873,818 2,037,231 1,837,431
343 371 -
- - 50,000
76 918 2,075
35,982 1,936 1,582
20,122 - -
24,085 - -
1,964 2,767 2,930
956,390 2,043,223 1,894,018
91,404 351,086 229,534
106,796 78,666 64,568
15,527 7,992 7,354
8,564 22,488 2,031
- - 246,697
500 20,622 -
274,417 549,521 2,022,075
497,208 1,030,375 2,572,259
54,863 32,912 36,870
182,077 191,731 142,919
5,757 3,730 6,371
- - 35,988
344 261 —
142,405 315,181 267,548
- - 59,765
385,446 543,815 549,461
111,762 486,560 2,022,798
1,068,152 2,529,783 3,916,816
170,783 811,811 808,594
100,230 205,569 260,764
- 31,563 14,960
271,013 1,048,943 1,084,318
797,139 1,480,840 2,832,498
214,845 388,192 404,093
582,294 1,092,648 2,428,405
797,139 1,480,840 2,832,498
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Attributable to owners of the Company

Share-based (Accumulated
Share Capital Statutory payment loses)/retained Total
capital reserve* reserve* reserve* earnings® equity
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note 30)  (Note 31(a)) (Note 31(b)) (Note 31(d)) (Note 31(c))

At January 1,2022 . ... .. 210,727 291,368 - - (129,201) 372,894
Profit and total comprehensive

income for the year . . . .. - - - - 143,368 143,368
Shares issued (Note 30) . . . . [4,118] 248,184 - - - 252,302
Transfer to statutory reserve . - - 1,417 - (1,417) -
Recognition of equity-settled

share-based payments

(Note 36) . . ......... - 28,575 - - - 28,575
Balance at December 31,

2022 and January 1, 2023 214,845 568,127 1,417 - 12,750 797,139
Profit and total comprehensive

income for the year . . . .. - - - - 121,892 121,892
Shares issued (Note 30) . . . . 3,672 276,328 - - - 280,000
Issue of restricted share units

(“RSUS”) (Note 36) . . . .. 25,599 - - - - 25,599
Capitalization issue

(Note 30(c)). . .. ...... 144,076 (144,076) - - - -
Conversion into a joint stock

limited liability company

(Note 30(c)). . .. ...... - 90,060 (1,417) - (88,643) -
Transfer of statutory reserve . - - 5,168 - (5,168) -
Recognition of equity-settled

share-based payments

(Note 36) .. ......... - 156,974 - 99,236 - 256,210
Balance at December 31,

223 ... 388,192 947,413 5,168 99,236 40,831 1,480,840
* These reserve accounts comprise the consolidated reserves as at December 31, 2022, 2023 and 2024 in the

consolidated statements of financial position.
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Attributable to owners of the Company

Share-based (Accumulated
Share Capital Statutory payment loses)/retained Total
capital reserve* reserve* reserve* earnings* equity
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note 30)  (Note 31(a)) (Note 31(b)) (Note 31(d)) (Note 31(c))
Balance at January 1, 2024 . 388,192 947413 5,168 99,236 40,831 1,480,840
Profit and total comprehensive
income for the year . . . . . - - - - 166,401 166,401
Shares issued (Note 30) . . . . 15,901 1,014,100 - - - 1,030,001
Transfer to statutory reserve - - 16,173 - (16,173) -
Recognition of equity-settled
share-based payments
(Note 36) . .. ........ - - - 154,249 - 154,249
Balance at December 31,
2024 ... 404,093 1,961,513 21,341 253,485 191,059 2,831,491
* These reserve accounts comprise the consolidated reserves as at December 31, 2022, 2023 and 2024 in the

consolidated statements of financial position.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

Cash flows from operating activities
Profit before tax . ..................... 119,283 177,539 209,515
Adjustments for:
Income tax refunded . .................. (1,289) (888) (2,458)
Depreciation of property, plant and

equipment .. ......... ... 30,592 95,923 144,715
Depreciation of right-of-use assets. .. ...... 486 719 276
Amortization of intangible assets. . ........ 56 350 743
Finance costs. .. ........ . ... .. ... . ... 4,456 18,148 28,863
Interest income . ...................... (3,480) (12,103) (39,950)
(Reversal of)/write-down of inventories to

net realizable value . ................. (111) 4,552 1,070
Gain on disposal of property, plant and

equipment . ........ .. ... 26 3,487 20
Impairment loss/(reversal of impairment loss)

on financial assets, net. . .............. 901 (149) 1,253
Equity-settled share-based payments .. ... .. 28,575 256,210 154,249
Operating profit before working capital

changes . ........ ... ... . ... . ... ... 179,495 543,788 498,296
(Increase)/decrease in inventories . ........ (40,184) (264,234) 102,376
(Increase)/decrease in trade and bills

receivables. . ... ...... ... ... . ..., .. (66,749) 28,280 (52,232)
Decrease in prepayments, deposits and other

receivables. ... ...... ... ... ... ... (43,146) (70,676) 52,099
Decrease/(increase) in VAT recoverable. . . . . 4,250 (13,035) (10,771)
Increase/(decrease) in trade and bills

payables. .. ...... ... .. ... ... ... ... 46,076 (21,951) 38,971
Increase/(decrease) in other payables and

accruals . .. ... ... 45918 109,691 (46,361)
Increase/(decrease) in contract liabilities . . . . 4,911 (2,027) 3,065
Increase in deferred income. . ............ 39,414 105,339 55,195
Net cash from operating activities . . .. ... .. 169,985 415,175 640,638
Cash flows from investing activities
Purchase of property, plant and equipment . . (533,701) (1,157,361) (204,695)
Proceeds from disposal of property, plant and

equipment . .......... ... 400 5,992 1,691
Purchase of intangible assets. ............ - (1,192) (1,900)
Interest received . . ......... .. .. ... .... 3,480 12,103 39,950
Withdrawal of term deposits . ............ 24,551 - 20,622
Net cash used in investing activities . ... ... (505,270) (1,140,458) (144,332)
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Cash flows from financing activities
Proceeds from bank borrowings...........
Proceed from a shareholder..............
Repayments of bank borrowings . .........
Interest paid .. ......... ... ... . ..., ..
Repayments of principal portion of lease
liabilities . . ...... ... ... ... ...
Repayments of interest portion of lease
liabilities . . ...... ... ... ... ...
Proceeds from share issues . .............

Net cash generated from financing activities .

Net increase in cash and cash equivalents .
Cash and cash equivalents at the
beginning of the year . . ... ... ........

Cash and cash equivalents at the end of
theyear. ... ... .. ... ... ... ... ... ... ..

-1-10 -

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

295,151 1,021,745 744,826
100,000 - -
(83,286) (207,941) (759,688)
(4,600) (18,168) (30,135)
(486) (830) (176)
) (18) ()
152,302 205,599 1,030,001
459,072 1,000,387 984,826
123,787 275,104 1,481,132
150,630 274,417 549,521
274,417 549,521 2,030,653
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION

1. GENERAL INFORMATION

Epiworld International Co., Ltd. (the “Company”) is a limited liability company incorporated in the People’s
Republic of China (the “PRC”) on x. The registered office address and principal place of business of the Company
is located at No. 198-1 Shitou Dong’er Road., Tongxiang High-tech Park, Xiamen Torch Development Zone for High
Technology Industries, Xiamen 361101, Fujian, the PRC.

The Company and its subsidiary (collectively referred as the “Group”) are principally engaged in the
manufacturing and sale of silicon carbide (“SiC”) epitaxial wafers under Turnkey service and provision of processing
services for SiC epitaxial wafers under Consign service in the PRC.

Mr. Zhao Jianhui (#5###) is the largest shareholder of the Company.

Particulars of the Company’s subsidiary at the date of this report are as follows:

Date and

place of Issued and fully paid Percentage of equity
incorporation/ Place of capital/registered attributable to the Principal
Name of subsidiary Note establishment operation capital Company activities
Direct Indirect
Epiworld 1 May 31, The PRC  Registered 100.00% — Sale of SiC
International 2024, the capital of epitaxial
Material Co., Ltd. PRC RMB50,000,000 wafers
(“Epiworld and SiC
Material”)* (i K substrates
PNES L PR
(AR

(1)  No statutory financial statements have been prepared for this entity for the year ended December 31, 2024 as
there were no statutory requirement for preparing statutory financial statements.

(2)  The subsidiary had not issued any debt securities for the year ended December 31, 2024.

* The English translation of terms or names in Chinese which are marked with “*” is for identification purposes
only. In the event of any inconsistency, the Chinese terms or names shall prevail.

For the purpose of the Historical Financial Information of this report, the directors of the Company have
prepared the Underlying Financial Statements in accordance with the basis of preparation set out in Note 2 below and
accounting policies set out in Note 4 below which conform with IFRS Accounting Standards.

The Historical Financial Information has been prepared from the Underlying Financial Statements, with no
adjustments made thereon.

2. BASIS OF PREPARATION
2.1 Statement of compliance

The Historical Financial Information has been prepared based on accounting policies set out in Note 4 which
confirm with IFRS Accounting Standards. In addition, the Historical Financial Information includes applicable
disclosures required by the Rules Governing the Listing of Securities on The Stock Exchange of the Hong Kong
Limited (the “Stock Exchange”) and by the Hong Kong Companies Ordinance.

For the purpose of preparing and presenting the Historical Financial Information, all relevant standards,

amendments and interpretations that are effective during the years ended December 31, 2022, 2023 and 2024 (the
“Track Record Period”) have been adopted by the Group consistently throughout the Track Record Period.
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The preparation of the Historical Financial Information in conformity with IFRS Accounting Standards
requires the use of certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Group’s accounting policies. The areas involving a higher degree of judgment or complexity,
or areas where assumptions and estimates are significant to the Historical Financial Information are disclosed in Note
5 below.

2.2 Basis of measurement

The Historical Financial Information has been prepared on the historical cost basis except for certain financial
instruments, which are measured at fair values as explained in the material accounting policies set out below.

2.3 Functional and presentation currency

The Historical Financial Information is presented in Renminbi (“RMB”), which is the same as the functional
currency of the Company.

3. NEW OR AMENDMENTS TO STANDARDS ISSUED BUT NOT YET EFFECTIVE

The following new or amendments to standards, have been issued, but are not yet effective and have not been
early adopted by the Group.

Amendments to IAS 21 and IFRS 1 . . ... ... .. Lack of Exchangeability'

Amendments to IFRS 9 and IFRS 7 . . ... ... .. Amendments to the Classification and Measurement
of Financial Instruments®

Amendments to IFRS 1, IFRS 7, IFRS 9, IFRS 10 Annual Improvements to IFRS Accounting

and IAS 7. . . ... Standards — Volume II°
Amendments to IFRS 9 and IFRS 7 . . ... ... .. Contracts Referencing Nature-dependent Electricity?
IFRS 18 . . . . . . . . Presentation and Disclosure in Financial
Statements®
IFRS 19 . . . . .. . Subsidiaries without Public Accountability:
Disclosures®
Amendments to IFRS 10 and TAS 28. . . . . ... .. Sales or Contribution of Assets between an

Investors and its Associate or Joint Venture*

1 Effective for annual periods beginning on or after January 1, 2025

2 Effective for annual periods beginning on or after January 1, 2026
3 Effective for annual periods beginning on or after January 1, 2027

4 Effective date to be determined by the IASB
IFRS 18 Presentation and Disclosures in Financial Statements

IFRS 18 Presentation and Disclosure in Financial Statements, which was issued by the IASB in April 2024
supersedes IAS 1 and will result in major consequential amendments to IFRS Accounting Standards including IAS
8 Basis of Preparation of Financial Statements (renamed from Accounting Policies, Changes in Accounting Estimates
and Errors). Even though IFRS 18 will not have any effect on the recognition and measurement of items in the
Historical Financial Information, it is expected to have a significant effect on the presentation and disclosure of
certain items. These changes include categorization and sub-totals in the consolidated statement of profit or loss and
other comprehensive income, aggregation/disaggregation and labelling of information, and disclosure of
management-defined performance measures. The Group is currently evaluating the full impact of IFRS 18 on its
financial statement presentation and disclosures. Further updates will be provided as the assessment progresses.

The directors of the Company do not anticipate that the adoption of other new or amendments to standards will
have any material impact on the Historical Financial Information in future periods.

-1-12 -



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

APPENDIX I ACCOUNTANT’S REPORT

4. ACCOUNTING POLICIES
4.1 Basis of consolidation

All intra-group transactions, balances and unrealized gains on transactions have been eliminated in full on
consolidation. Unrealized losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Adjustments are made to the financial statements of subsidiary where necessary to ensure
consistency with the policies adopted by the Group.

4.2  Subsidiary

A subsidiary is an investee over which the Company is able to exercise control. The Company controls an
investee if all three of the following elements are present: power over the investee, exposure, or rights, to variable
returns from the investee, and the ability to use its power to affect those variable returns. Control is reassessed
whenever facts and circumstances indicate that there may be a change in any of these elements of control.

In the Company’s statements of financial position, investment in a subsidiary is stated at cost less impairment
loss, if any. The results of subsidiary are accounted for by the Company on the basis of dividend received and
receivable.

4.3 Revenue and other income
(a) Revenue from contracts with customers

Revenue from contracts with customers is recognized when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for those
goods or services, excluding those amounts collected on behalf of third parties. Revenue excludes value added tax
or other sales taxes and is after deduction of any trade discounts.

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

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

payment for performance completed to date.

If control of the goods or services transfers over time, revenue is recognized over the period of the contract
by reference to the progress towards complete satisfaction of that performance obligation. Otherwise, revenue is
recognized at a point in time when the customer obtains control of the goods or service.

Contracts with customers may include multiple performance obligations. For such arrangements, the Group
allocates revenue to each performance obligation based on its relative standalone selling price. The Group generally
determines standalone selling prices based on the prices charged to customers. If the standalone selling price is not
directly observable, it is estimated using expected cost plus a margin or adjusted market assessment approach,
depending on the availability of observable information.

When the contract contains a financing component which provides the customer a significant benefit of
financing the transfer of goods or services to the customer for more than one year, revenue is measured at the present
value of the amounts receivable, discounted using the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract inception. Where the contract contains a financing
component which provides a significant financing benefit to the Group, revenue recognized under that contract
includes the interest expense accreted on the contract liability under the effective interest method. For contracts
where the period between the payment and the transfer of the promised goods or services is one year or less, the
transaction price is not adjusted for the effects of a significant financing component, using the practical expedient
in IFRS 15.

Revenue is recognized at a point in time when the goods are delivered to the customers.
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Contract liabilities represent advanced consideration received from customers

The determination of whether revenue shall be reported on a gross or net basis is based on an assessment of
whether the Group is acting as the principal or an agent in the transactions. If the Group provides significant
integration service to the hardware and is responsible for the overall management of the contract, the Group is the
principal in the transaction and recognizes revenue in the gross amount of consideration to which it is entitled from
the customer. The Group reports the amount received from the customers and the amounts paid to the suppliers related
to these transactions on a net basis if the Group is not primarily obligated in a transaction, does not generally bear
the inventory risk and does not have the ability to establish the price.

(b)  Other income

Interest income is recognized using the effective interest method for debt instruments measured subsequently
at amortized cost and at FVOCI (see Note 4.10 for definition), and is calculated by applying the effective interest
rate to the gross carrying amount of the debt instruments when the asset is not credit-impaired. For debt instruments
that have become credit-impaired, interest income is calculated by applying the effective interest rate to the amortized
cost of the financial asset.

4.4 Property, plant and equipment

Property, plant and equipment, other than construction-in-progress, are stated at cost less accumulated
depreciation and any accumulated impairment losses.

The cost of property, plant and equipment includes its purchase price and the costs directly attributable to the
acquisition of the items.

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

Property, plant and equipment are depreciated so as to write off their costs net of estimated residual values over
their estimated useful lives on straight-line method. The useful lives, residual value and depreciation method are
reviewed, and adjusted if appropriate, at the end of each reporting period. The useful lives are as follows:

Leasehold land . . . . ... ... ... .. .. ... ... ... .. Over the lease term
Buildings . . . . ... 40 years
Machinery. . . . . . . ... 5, 10 year
Computer equipment . . . . . ... ... 3, 5 years
Furniture, fixtures and office equipment . . . . ... ... .. 3-5 years

Motor vehicles . . . . .. ... ... 5 years

Construction-in-progress is stated at cost less any impairment losses. Cost comprises direct costs of
construction as well as borrowing costs capitalized during the periods of construction and installation. Capitalization
of these costs ceases and the construction in progress is transferred to the appropriate classes of property, plant and
equipment when substantially all the activities necessary to prepare the assets for their intended use are completed.
No depreciation is provided for in respect of construction in progress until it is completed and ready for its intended
use.

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

An asset is written down immediately to its recoverable amount if its carrying amount is higher than the asset’s
estimated recoverable amount.

The gain or loss on disposal of an item of property, plant and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognized in profit or loss on disposal.
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4.5 Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined on weighted average
basis. Net realizable value is the estimated selling price in the ordinary course of business, less the estimated costs
of completion and costs necessary to make the sale.

4.6 Leases

All leases are required to be capitalized in the consolidated statements of financial position/statements of
financial position as right-of-use assets and lease liabilities, but accounting policy choices exist for an entity to
choose not to capitalize (i) leases for which the underlying asset is of low-value; and/or (ii) leases which are
short-term leases. The Group has elected not to recognize right-of-use assets and lease liabilities for low-value assets
and leases for which at the commencement date have a lease term of 12 months or less and do not contain purchase
option. The lease payments associated with those leases have been expensed on straight-line basis over the lease term.

Accounting as a lessee
Right-of-use asset

The right-of-use asset is recognized at cost and comprises: (i) the amount of the initial measurement of the
lease liability (see below for the accounting policy to account for lease liability); (ii) any lease payments made at or
before the commencement date, less any lease incentives received; (iii) any initial direct costs incurred by the lessee;
and (iv) an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset to the
condition required by the terms and conditions of the lease, unless those costs are incurred to produce inventories.
The Group measures the right-of-use assets applying a cost model. Under the cost model, the Group measures the
right-to-use at cost, less any accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities. Right-of-use assets are depreciated over the shorter of its estimated useful life and
the lease term on a straight-line basis. The right-of-use assets are presented within the same line item of property,
plant and equipment.

Lease liability

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as the
discount rate. The Group determines its incremental borrowing rate by obtaining interest rates from various external
financing sources and makes certain adjustments to reflect the terms of the lease and type of the leased asset. After
initial recognition, lease liability is measured at amortized cost under the effective interest method and interest
expense is recognized as described in Note 4.15. Lease liabilities are presented as a separate line item in the
consolidated statements of financial position and statements of financial position.

4.7 Intangible assets and research and development costs
Intangible assets

Intangible assets acquired separately are initially recognized at cost. Subsequently, intangible assets with
indefinite useful lives are carried at cost less any accumulated impairment losses. Intangible assets with finite useful
lives are carried at cost less accumulated amortization and accumulated impairment losses.

The amortization expense is recognized in profit or loss. The useful lives and amortization method are
reviewed, and adjusted if appropriate, at the end of each reporting period. Amortization is provided on a straight-line

basis over their useful lives as follows:

Computer SOftware . . . . . . . .. ... 3 years

Intangible assets are tested for impairment as described in Note 4.8.
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Research and development costs

Costs associated with research activities are expensed in profit or loss as they occur. Costs that directly
attributable to the development activities are recognized as intangible assets provided they meet the following
recognition requirements:

1) demonstration of technical feasibilities of the prospective product internal use or sale;

(ii)  sufficient technical, financial and other resources are available for completion;

(iii) there is intention to complete the intangible asset and use or sell it;

(iv) the Group’s ability to use or sell the intangible asset is demonstrated;

(v)  the intangible asset will generate probable economic benefits through internal use or sale; and

(vi) the expenditure attributable to the intangible asset can be reliably measured.

Capitalized development costs are amortized over the periods the Group expects to benefit from using or
selling the products developed.

Development expenditure not satisfying the above criteria and expenditure on the research phase of internal
projects are expensed as incurred.

4.8 Impairment of assets (other than financial assets)
At the end of each reporting period, the Group reviews the carrying amounts of the following assets to

determine whether there is any indication that those assets have suffered an impairment loss or an impairment loss
previously recognized no longer exists or may have decreased:

. Property, plant and equipment, including right-of-use assets;
. Investments in subsidiary; and
. Intangible assets.

Where an asset does not generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that generates cash inflows independently (i.e. cash generating
units (“CGUs”)). As a result, some assets are tested individually for impairment and some are tested at CGU level.
Corporate assets are allocated to individual CGUs when a reasonable and consistent basis of allocation can be
identified, or otherwise they are allocated to the smallest group of CGUs for which a reasonable and consistent
allocation basis can be identified.

If the recoverable amount (i.e. the greater of the fair value less costs of disposal and value-in-use) of an asset
is estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount.
An impairment loss is recognized as an expense immediately, unless the relevant asset is carried at a revalued amount
under another IFRS, in which case the impairment loss is treated as a revaluation decrease under that IFRS.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognized for the asset in prior years. In
respect of assets other than goodwill, reversal of an impairment loss is recognized in profit or loss immediately,
unless the relevant asset is carried at a revalued amount under another IFRS, in which case the reversal of the
impairment loss is treated as a revaluation increase under that IFRS. An impairment loss in respect of goodwill is not
reversed.

Value-in-use is based on the estimated future cash flows expected to be derived from the asset or CGU,

discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset or CGU.
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4.9 Cash and cash equivalents

Cash and cash equivalents include cash on hand and short-term deposits as well as short-term highly liquid
investments with original maturities of three months or less that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value. Cash equivalents are held for the purpose of
meeting short-term cash commitments rather than for investment or other purposes.

4.10 Financial instruments
(a) Financial assets

A financial asset (unless it is a trade receivable without a significant financing component) is initially
measured at fair value plus, for an item not at fair value through profit or loss, transaction costs that are directly
attributable to its acquisition or issue. A trade receivable without a significant financing component is initially
measured at the transaction price.

Debt instruments

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

Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortized cost. Financial assets at amortized cost are
subsequently measured using the effective interest method. Interest income, foreign exchange gains and losses and
impairment are recognized in profit or loss. Any gain or loss on derecognition is recognized in profit or loss.

Fair value through other comprehensive income (“FVOCI”): Assets that are held for collection of contractual
cash flows and for selling the financial assets, where the assets’ cash flows represent solely payments of principal
and interest, are measured at FVOCI. Debt investments at FVOCI are subsequently measured at fair value. Interest
income calculated using the effective interest method, foreign exchange gains and losses and impairment are
recognized in profit or loss. Other net gains and losses are recognized in other comprehensive income. On
derecognition, gains and losses accumulated in other comprehensive income are reclassified to profit or loss.

(b)  Impairment loss on financial assets

The Group recognizes loss allowances for expected credit losses (“ECLs”) on trade and bills receivables and
financial assets measured at amortized cost. The ECLs are measured on either of the following bases: (1) 12-months
ECLs: these are the ECLs that result from possible default events within the 12 months after the reporting date; and
(2) lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a financial
instrument. The maximum period considered when estimating ECLs is the maximum contractual period over which
the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the difference between
all contractual cash flows that are due to the Group in accordance with the contract and all the cash flows that the
Group expects to receive. The shortfall is then discounted at an approximation to the assets’ original effective interest
rate.

The Group measures loss allowances for trade and bills receivables using IFRS 9 simplified approach and has
calculated ECLs based on lifetime ECLs individually or collectively using a provision matrix with appropriate
groupings. Provision matrix are based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment and an assessment of both the current as well as the
forecast direction of conditions at the reporting date, including time value of money where appropriate.

For other debt financial assets, the ECLs are based on the 12-month ECLs. However, when there has been a
significant increase in credit risk since origination, the allowance will be based on the lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group considers reasonable and supportable information that is relevant
and available without undue cost or effort. This includes both quantitative and qualitative information analysis, based
on the Group’s historical experience and informed credit assessment and including forward-looking information.
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The Group assumes that the credit risk on a financial asset has increased significantly if it is more than 30 days
past due. The Group considers a financial asset to be in default when the debtor is unlikely to pay its credit
obligations to the Group in full, without recourse by the Group to action such as realizing security (if any is held);
or the financial asset is more than 90 days past due.

Depending on the nature of the financial instruments, the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective basis. When the assessment is performed on a collective basis,
the financial instruments are grouped based on shared credit risk characteristics, such as past due status and credit
risk ratings.

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes
observable data about the following events:

. significant financial difficulty of the issuer or the borrower;

. the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise
consider;

. it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or

. a breach of contract, such as a default or past due event.

The Group recognizes an impairment gain or loss in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account except for debt instrument
measured at FVOCI, which shall be recognized in other comprehensive income.

The Group writes off a financial asset when there is information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of recovery, for example, when the counterparty has been placed
under liquidation or has entered into bankruptcy proceedings. Financial assets written off may still be subject to
enforcement activities under the Group’s recovery procedures, taking into account legal advice where appropriate.
Any recoveries made are recognized in profit or loss.

(¢)  Financial liabilities

The Group classifies its financial liabilities at amortized cost. Financial liabilities at amortized cost are
initially measured at fair value, net of directly attributable costs incurred.

Financial liabilities at amortized cost

Financial liabilities at amortized cost including trade and bills payables and other payables and accruals are
initially recognized at fair value, net of transaction costs incurred, and subsequently measured at amortized cost,
using the effective interest method. The related interest expense is recognized as described in Note 4.15.

Gains or losses are recognized in profit or loss when the liabilities are derecognized as well as through the
amortization process.

4.11 Foreign currency translation

Transactions entered into by the group entities in currencies other than their functional currency are recorded
at the rates ruling when the transactions occur. Foreign currency monetary assets and liabilities are translated at the
rates ruling at the end of each reporting period. Non-monetary items that are measured in terms of historical cost in
a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary items,
are recognized in profit or loss in the period in which they arise. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included in profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of which gains and losses are recognized in other
comprehensive income, in which case, the exchange differences are also recognized in other comprehensive income.
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4.12 Income tax

Income taxes for the period comprise current tax and deferred tax. Income taxes are recognized in profit or
loss, except when they relate to items recognized in other comprehensive income or directly in equity in which case
the taxes are also recognized in other comprehensive income or when they relate to items recognized directly in
equity in which case the taxes are also recognized directly in equity.

Current tax is based on the profit or loss from ordinary activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated using tax rates that have been enacted or substantively enacted
at the end of each reporting period. The amount of current tax payable or receivable is the best estimate of the tax
amount expected to be paid or received that reflects any uncertainty related to income tax.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the corresponding amounts used for tax purposes. Deferred tax
liabilities are generally recognized for all taxable temporary differences. Deferred tax assets are recognized to the
extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilized. Deferred tax is measured at the tax rates appropriate to the expected manner in which the carrying amount
of the asset or liability is realized or settled and that have been enacted or substantively enacted at the end of each
reporting period, and reflects any uncertainty related to income taxes.

Deferred tax liabilities are recognized for taxable temporary differences arising on investments in subsidiary,
except where the Group is able to control the reversal of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income tax levied by the same taxation authority and the Group
intends to settle its current tax assets and liabilities on a net basis.

The carrying amount of deferred tax assets is reviewed at reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the assets to be recovered.

4.13 Employee benefits
(a) Defined contribution retirement plan

Pursuant to the relevant regulations of the PRC regulatory authorities, the Group participates in a central
pension scheme operated by the local municipal government, whereby the Group is required to contribute a certain
percentage of the basic salaries of its employees to the scheme to fund their retirement benefits. The local municipal
government undertakes to assume the retirement benefits obligations of all existing and future retired employees of
the Group. The only obligation of the Group with respect to the scheme is to pay the ongoing required contributions
under the scheme. Contributions under the scheme are charged to profit or loss as incurred. There are no provisions
under the scheme whereby forfeited contributions may be used to reduce future contributions.

(b)  Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that are expected to be
settled wholly before twelve months after the end of the annual reporting period in which the employees render the
related service. Short-term employee benefits are recognized in the period when the employees render the related
service.

(¢c)  Termination benefits

Termination benefits are recognized on the earlier of when the Group can no longer withdraw the offer of those
benefits and when the Group recognizes restructuring costs involving the payment of termination benefits.

4.14 Provisions and contingent liabilities
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of economic benefits will be required to settle the obligation and a reliable

estimate of the amount of the obligation can be made. Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to settle the obligation.
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Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of economic
benefit is remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence
of one or more future uncertain events not wholly within the control of the Group are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is remote.

4.15 Borrowings costs

Borrowing costs attributable directly to the acquisition, construction or production of qualifying assets which
require a substantial period of time to be ready for their intended use or sale, are capitalized as part of the cost of
those assets, until such time as the assets are substantially ready for their intended use or sale. Income earned on
temporary investments of specific borrowings pending their expenditure on qualifying assets is deducted from
borrowing costs eligible for capitalization. All other borrowing costs are recognized in profit or loss in the period in
which they are incurred.

4.16 Government grants

Government grants are not recognized until there is reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be received.

Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Group with no future related costs are recognized in profit or
loss in the period in which they become receivable.

Other government grants related to assets are initially recognized as deferred revenue if there is reasonable
assurance that they will be received and the Group will comply with the conditions associated with the grant. Grants
related to the acquisition of assets are recognized in profit or loss as other income on a systematic basis over the
useful life of the asset.

4.17 Share-based payments

The Group operates share award schemes for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payments, whereby employees render services as consideration for
equity instruments (“equity-settled transactions”). The cost of equity-settled transactions with employees is measured
by reference to the fair value at the date on which they are granted. Further details are included in Note 36 to the
Historical Financial Information.

The cost of equity-settled transactions is recognized in employee benefit expense, together with a
corresponding increase in equity, over the period in which the performance and/or service conditions are fulfilled.
The cumulative expense recognized for equity-settled transactions at the end of each of the Track Record Period until
the vesting date reflects the extent to which the vesting periods has expired and the Group’s best estimate of the
number of equity instruments that will ultimately vest. The charge or credit to profit or loss for a period represents
the movement in the cumulative expense recognized as at the beginning and end of that periods.

Service and non-market performance conditions are not taken into account when determining the grant date
fair value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best estimate
of the number of equity instruments that will ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award and lead
to an immediate expensing of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have not
been met, no expense is recognized. Where awards include a market or non-vesting condition, the transactions are
treated as vesting irrespective of whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognized as if the
terms had not been modified, if the original terms of the award are met. In addition, an expense is recognized for any
modification that increases the total fair value of the share-based payments, or is otherwise beneficial to the employee
as measured at the date of modification. Where an equity-settled award is canceled, it is treated as if it had vested
on the date of cancelation, and any expense not yet recognized for the award is recognized immediately. This includes
any award where non-vesting conditions within the control of either the Group or the employee are not met. However,
if a new award is substituted for the canceled award and is designated as a replacement award on the date that it is
granted, the canceled and new awards are treated as if they were a modification of the original award, as described
in the previous paragraph.
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5. CRITICAL ACCOUNTING JUDGEMENT AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 4, the directors of the
Company are required to make judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates, judgments and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if revision affects both current and future periods.

The following are key assumptions concerning the future, and other key sources of estimation uncertainty at
the end of each reporting period that may have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Impairment of financial assets

The measurement of the ECLs allowance for financial assets measured at amortized cost is an area that requires
the use of significant assumptions about future economic conditions and credit behaviour (e.g. the likelihood of
debtors defaulting and the resulting losses). A number of significant judgments, including determining the criteria for
significant increase in credit risk, are also required in applying the accounting requirements for measuring ECLs.
Details about the judgments and assumptions used in measuring ECLs is set out in Note 4.10(b) and Note 39(b) to
the Historical Financial Information. Changes to these estimates and assumptions can result in significant changes
to the amount of ECLs to be recognized.

Current taxes and deferred taxes

There are certain transactions and calculations for which the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome of these matters is different from the amounts that were
initially recorded, such differences will impact the current and deferred income tax assets and liabilities in the period
in which such determination is made.

The Group recognizes deferred tax assets based on estimates temporary difference and tax that is probable to
generate sufficient taxable profits in the foreseeable future against which the deductible losses will be utilized. The
recognition of deferred tax assets mainly involves management’s judgments and estimations about the timing and the
amount of taxable profits of the group entities which have deductible temporary differences and tax losses.

Recognition of equity-settled share-based payments

The Group recognizes share-based payment expense for equity-settled employee awards based on the fair value
of the Company’s shares at the grant date, adjusted for estimated forfeitures. Most awards are subject to service
conditions (e.g., continued employment over a specified period) and performance conditions (e.g., achievement of
Group’s profit targets and individual performance metrics). Significant judgment is required to estimate the number
of awards expected to vest particularly due to subjective factors such as:

- likelihood of meeting profit targets;

- individual performance evaluations; and

- expected staff turnover rates.

At each reporting date, the Group assesses the probability of meeting performance conditions by reviewing
internal forecasts, macroeconomic factors, and grantees’ performance. Forfeiture assumptions are also updated using
historical staff turnover data, though these trends may change over time.

These estimates are inherently uncertain, particularly for awards with longer vesting periods, and changes in
assumptions could materially affect the Historical Financial Information. Specifically, higher probability of meeting
performance conditions and lower staff turnover would result in additional expenses being recognized as more awards

are expected to vest and lower probability of meeting performance conditions and higher staff turnover would result
in less expenses being recognized as fewer awards are expected to vest.
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6. SEGMENT INFORMATION
(a) Operating segment information

The Group has identified its operating segments and prepared segment information based on the regular
internal financial information reported to the directors of the Company, being chief operating decision maker, for
their decisions about resources allocation to the Group’s business components and for their review of these
components’ performance.

During the Track Record Period, the Group is principally engaged in the manufacturing and sale of SiC
epitaxial wafers under Turnkey service and provision of processing services for SiC epitaxial wafers under Consign
service in the PRC. Information reported to the directors of the Company for the purpose of resources allocation and
performance assessment focuses on the operating results of the business. Therefore, the chief operating decision
maker of the Company regards that there is only one operating segment which is used to make strategic decisions.
No other discrete financial information is provided other than the Group’s results and financial position as a whole.
Accordingly, only entity-wide disclosures, major customers and geographical information are presented.

(b)  Geographical information

The Group is domiciled in the PRC, which is the location of the Group’s principal office. The Group’s revenues
from external customers are divided into the following geographical areas:

Years Ended December 31,

2022 2023 2024

RMB RMB RMB

(in thousands, except for percentages)

Revenue by region

Asia — Greater China . . . . ... .......... 167,703 307,249 207,656
Asia — Other than Greater China. . . . .. ... .. 107,767 437,972 464,773
Europe . ... ... ... 149,339 323,343 268,943
North America . ... ... ... ... ........ 14,083 73,938 32,944
Others . . . . . . . .. .. .. 1,799 - -
Total. . . . ... ... ... ... . ... ... ... 440,691 1,142,502 974,316

The Group’s revenue information above is based on the delivery destinations of the Group’s products and
services requested by the customers. The geographical location of non-current assets is based on the physical location
of the assets. As at December 31, 2022, 2023 and 2024, all of the Group’s non-current assets were located in the PRC.

(c) Information about major customers

Revenue from major customers, each of them accounting for 10% or more of the Group’s revenue for each of
the years during the Track Record Period, is set out below:

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Customer I . . ... ... ... ... ... ... . ... * * 393,592
Customer F. . . . ... ... . . ... .. ... ... * * 201,486
Customer A. . . .. ... ... ... .. 246,589 614,623 104,411
Customer B. . . . ... ... .. ... ......... 94,249 * *
* The corresponding revenue is not disclosed as it did not contribute over 10% of the total revenue of the

Group during that year.
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7. REVENUE

Revenue primarily represents the revenue from Turnkey service and Consign service.

Year ended December 31,

Revenue

Turnkey service . . . . ... ... ... .. .. ...
Consign service . . . . ... .. ...
Others

2022 2023 2024
RMB 000 RMB’000 RMB’000
271,763 847,679 839,577
156,569 292,750 121,103
6,359 2,073 13,636
440,691 1,142,502

974,316

All contracts are for periods of one year or less. As permitted under IFRS 15, the transaction price allocated
to these unsatisfied (or partially unsatisfied) performance obligations is not disclosed.

The following table provides information about trade and bills receivables and contract liabilities from

contracts with customers.

As at January 1,

As at December 31,

2022 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Trade and bills receivables
(Note 21). . . .. ... ... ..... 40,948 106,796 78,666 129,645
Contract liabilities (Note 26) . . . . . 846 5,757 3,730 6,795
8. OTHER INCOME AND OTHER GAINS, NET
Year ended December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Bank interest income . . . . ... ... ... ..... 3,480 12,103 39,950
Government grants (Note) . . . . .. ... ...... 13,508 47,350 111,894
Gain on disposal of property, plant and
equipment . . . . ... 26 3,487 20
Others . . . ... ... ... ... .. 4,520 511 16,538
21,534 63,451

168,402

Note: These government grants mainly comprised of subsidies received/receivable for subsidizing the Group’s
business. There was no unfulfilled condition to receive government grants at the end of each reporting
period. Government grants mainly consisted of financial subsidies with no condition attached granted

by the local governments.
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9.

10.

(@)

11.

FINANCE COSTS

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Interest on bank borrowings. . . . . ... ... ... 4,600 18,168 30,135
Interest on lease liabilities. . . . . . ... ... ... 9 18 2
4,609 18,186 30,137
Less: Finance costs capitalized . . . . .. ... ... (153) (38) (1,274)
4,456 18,148 28,863
PROFIT BEFORE TAX
Profit before tax is arrived at after charging/(crediting) the followings:
Year ended December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Cost of inventories recognized as expenses . . . . 243,865 692,551 640,937
Auditors’ remuneration. . . . . ... ... ... ... 189 2,500 943
Depreciation of property, plant and equipment . . 30,592 95,923 144,715
Depreciation of right-of-use assets. . . . . ... .. 486 719 276
Amortization of intangible assets. . . . . ... ... 56 350 743
Employee costs (including directors’ emoluments
(Note 14)):
— Salaries and wages. . . . ... ... ... .... 41,631 83,376 71,734
— Retirement scheme contributions . . . . .. .. 3,346 5,684 5,537
— Equity-settled share-based payments (a) . . . 28,575 256,210 154,249
737552 345,270 31,520
(Reversal of)/write-down of inventories to net
realizable value . . . . .. ... ... ... ... .. (111) 4,552 1,070
Impairment loss/(reversal of impairment loss) on
financial assets, net (Note 39(b)):
— Trade and bills receivables. . . ... ... ... (934) 145 (1,193)
— Deposits and other receivables . . ... .. .. 33 4 (60)
901) 149 (1,253)
Equity-settled share-based payments are included in the following financial statement items:
Year ended December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Selling and distribution expenses. . . . . ... ... - 46,219 1,642
Administrative and other expenses. . . . .. .. .. 28,575 124,253 141,400
Research and development costs . . . .. .. .. .. - 27,925 7,685
INCOME TAX CREDIT/(EXPENSE)
Year ended December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Current year — PRC Enterprise Income Tax . . . . - - (59,766)
Deferred tax (Note 19) . . . . ... ... ... ... 24,085 (55,648) 16,652
24,085 (55,648) (43,114)
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The Group is subject to income tax on an entity basis on assessable profits arising in or derived from the tax
jurisdictions in which members of the Group are domiciled and operated.

Pursuant to the income tax rules and regulations of the PRC, the provision for PRC income tax of the group
entities is calculated based on the statutory tax rate of 25% during the Track Record Period, except for the Company
which is registered as a High and New-Tech Enterprise pursuant to the PRC tax regulations and entitled to a
preferential tax rate of 15% for the years ended December 31, 2022, 2023 and 2024.

The income tax expense for the Track Record Period can be reconciled to the profit before tax per the
consolidated statements of profit or loss and other comprehensive income as follows:

Year ended December 31,

2022 2023 2024
RMB 000 RMB 000 RMB 000

Profit before tax . . . .. ... ... ... ..., ... 119,823 177,540 209,515
Tax calculated at applicable tax rates . . . . . ... 17,973 26,631 31,427
Tax effect of income not taxable for tax purpose . (11,676) (72,011) (64,363)
Tax effect of expenses not deductible for

taxX PUIPOSE . . v v v vt 64,072 38,599 23,244
Tax effect of tax exemption and incentive

granted . . . ... - (38,432) (23,137)
Tax incentives for research and development

COSES. « v e e (5,638) (10,435) (10,285)
Tax effect of deductible temporary difference and

deductible tax loss for which no deferred tax

asset was recognized. . . . .. ... ... ... .. (40,646) - -
Income tax credit/(expense) . . . . . ... ...... 24,085 (55,648) (43,114)

12. DIVIDENDS
No dividend were declared and paid during the years ended December 31, 2022, 2023 and 2024.
13. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to the ordinary equity holders of the
Company is based on the following data:

Year ended December 31,

2022 2023 2024
Earnings for the purpose of basic and diluted
earnings per share (RMB’000). . . ... ... .. 143,368 121,892 166,401
Number of shares
Weighted average number of ordinary shares for
the purposes of basic and diluted earnings per

share (‘000) . .. ... ... ... ... 357,522 374,444 388,236

Diluted earnings per share are the same as the basic earnings per share as the Company had no dilutive
potential ordinary shares in existence for the years ended December 31, 2022, 2023 and 2024.

The Company converted into a joint stock company with limited liability and issued 360,000,000 shares with
the par value of RMBI1 each in May 2023. For the purpose of computing basic earnings per share, the weighted
average number of ordinary shares deemed to be in issue before the Company’s conversion into a joint stock company
was determined assuming the conversion into joint stock company had occurred on 1 January 2022. Please refer to
Note 30(c) for details.
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14. DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS AND FIVE HIGHEST PAID INDIVIDUALS
(a) Directors’ and supervisors’ emoluments

Details of directors’ and supervisors’ remuneration during the Track Record Period are as follows:

Salaries, Retirement Equity-settled
allowances scheme share-based
Fees and bonus contributions payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended December 31, 2022
Executive directors
Mr. Zhao Jianhui GEEEEHRE). . . . . . . - 1,314 - - 1,314
Ms. Pan Menghan (B£55) . .. . . . - 420 - - 420
Ms. Bai Liting (1) (a) . . . . .. - 221 - 28,575 28,796
Mr. Guo Zhiyan (¥:EZ) (a) . . . . . - - - - -
Mr. Kuang Guangjian (FEJGER) (b). . - - - - -
Mr. Chen Yinfei (BE&E ) (b) . . . . . - - - - -
Ms. Li Qinghua (ZEEE) (¢) .. . . . - - - - -
Mr. Xie Xuejun (H#EE). . ... ... - - - - -
- 1,955 - 28,575 30,530
Non-executive director
Mr. Su Ping (#8°F) . . ... ... ... - - - - -
Supervisors
Mr. Wu Guoyi (%BEIZ) (d) . . .. .. - - - - -
Mr. Zhang Jie (3fE) . . ... ... .. - - - - -
Ms. Zhang Zhilin (GR2ZH0) (d) . . . . - 70 3 - 73
- 70 3 - 73
Retirement Equity-settled
scheme share-based
Fees Salaries contributions payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended December 31, 2023
Executive directors
Mr. Zhao Jianhui GEERE) . . . . . .. - 1,322 - 11,469 12,791
Ms. Pan Menghan
GBESEE) .. - 426 - - 426
Ms. Bai liting (FIBB&). . . ... ... - 120 - - 120
Mr. Guo Zhiyan (F8:EZ) . ... ... - - - - -
Ms. Li Qinghua (ZFBEE) (¢) ... .. - - - - -
Mr. Xie Xuejun (HHEEHE). . ... ... - - - - -
- 1,868 - 11,469 13,337
Non-executive director
Mr. Su Ping B - - - - -
Independent non-executive directors
Mr. Li Guoan (FFH%) (e). . ... .. 67 - - - 67
Dr. Kang Junyong (& 5E) (e) . . . . 67 - - 67
Dr. Su Xinlong (W&HHE) (e). . . . . . 67 - - - 67
201 - - - 201
Supervisors
Mr. Wu Guoyi (%Blz) ... ... .. - - - - -
Mr. Zhang Jie GGREE) () . .. ... .. - - - - -
Ms. Zhang Zhilin (GR2ZH0) (d) (f) . . - 109 7 - 116
Mr. Qian Weining (88f#%) (g) . . . . - 399 20 2,969 3,388
Mr. Li Kaixi (A7) (g) .. ... .. - 317 19 2,227 2,563

- 825 46 5,196 6,067
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Retirement Equity-settled
scheme share-based
Fees Salaries contributions payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended December 31, 2024
Executive directors
Mr. Zhao Jianhui (GEEZHE) . ... .. . - 1,322 - 21,747 23,069
Ms. Pan Menghan (& 56) . . . . . . - 406 - - 406
Ms. Bai liting (FIB&). . . ... ... - 120 - - 120
Mr. Guo Zhiyan (GR&EE) (h) . . . . . - - - - -
Mr. Xie Xuejun (#EH) (h) . . . .. - - - - -
- 1,848 - 21,747 23,595
Non-executive director
Mr. Su Ping (B8°F) . . ... ... ... - - - - -
Independent non-executive Directors
Mr. Li Guoan (FE%) (i) ... ... 100 - - - 100
Dr. Kang Junyong (FEZ2 %) . . . . .. 100 - - - 100
Dr. Su Xinlong (BFHIFE) . . ... ... 100 - - - 100
300 - - - 300
Supervisors
Mr. Wu Guoyi (%Elz) . ... ... . - - - - -
Mr. Qian Weining (88ff%) . . . . .. - 381 21 4,663 5,065
Mr. Li Kaixi (FSl&) ... ... ... - 296 21 3,417 3,734
- 677 42 8,080 8,799

Notes:
(a) Ms.
(b) Mr.
(c) Ms.
(d Mr
(e) Mr
(f) Mr
(® Mr
(h) Mr
(i) Mr
G) Mr
(k)

M

(m)

Bai and Mr. Guo were appointed as executive directors in July 2022.

Kuang and Mr. Chen resigned as executive directors in July 2022.

Li was appointed as executive director in July 2022 and resigned as executive director in May 2023.

. Wu and Ms. Zhang were appointed as supervisors in October 2022.

. Zhang and Ms. Zhang resigned as supervisors in May 2023.

. Qian and Mr. Li were appointed as supervisors in May 2023.

. Guo Zhiyan and Mr. Xie Xuejun resigned as executive directors in March 2025.

. Li Guoan resigned as independent non-executive director in March 2025.

Dr. Liao Yi was appointed as independent non-executive director in March 2025.

. Li, Dr. Kang and Dr. Su were appointed as independent non-executive directors in May 2023.

. Fang Wei and Ms. Xie Jieping were appointed as non-executive directors in March 2025.

No emoluments were paid by the Group to any directors or supervisors as an inducement to join or upon
joining the Group or as compensation for loss or termination of their office during the Track Record
Period.

The executive directors’ emoluments shown above were for their services in connection with the
management of the affairs of the Group and the Company. The non-executive directors’ and the
independent non-executive directors’ emoluments shown above were for their services as directors of
the Company.
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(b)  Five highest paid individuals

Of the five individuals with the highest emoluments in the Group, included three, three and three directors and
supervisors of the Company for each of the years ended December 31, 2022, 2023 and 2024 respectively, whose
emoluments are disclosed above. The emoluments of the remaining two, two and two individuals for each of the years
ended December 31, 2022, 2023 and 2024 respectively, whose emoluments are analyzed below:

Year ended December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000

Salaries . . . . ... ... 2,030 1,933 1,724
Allowance and other benefits . . . . ... ... ... - - -
Discretionary bonuses . . . . ... .......... - - -
Retirement scheme contributions . . . . . .. .. .. 71 73 77
Equity-settled share-based payments. . . .. .. .. - - -

The number of the highest paid individuals other than directors and supervisors fell within the following
emolument bands:

Year ended December 31,

2022 2023 2024

No. of individuals No. of individuals No. of individuals

Nil to HK$1,000,000 . . .. ..............
HK$1,000,001 to HK$1,500,000 . . . .. ......

e | = =

1 1
1 1
2 2

During the Track Record Period, no emoluments were paid by the Group to any director or supervisor or any
of the five highest paid individuals as an inducement to join or upon joining the Group, or as compensation for loss
of office. There were no arrangements under which a director or supervisor waived or agreed to waive any emolument
during the Track Record Period.
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15. PROPERTY, PLANT AND EQUIPMENT

The Group

Cost:

At January 1, 2022
Additions. . . . .. ...,
Transferred upon completion .
Disposals/written off. . . . .

At December 31, 2022 and

January 1, 2023
Additions. . . . . ... ..
Transferred upon completion .
Disposals/written off. . . . .

At December 31, 2023 and

January 1, 2024
Additions. . . . . ... ..
Transferred upon completion .

Disposals/written off. . . . .

At December 31, 2024 . . .

Accumulated depreciation
and impairment:

At January 1,2022 . . . . .

Charge for the year

Disposals/written off. . . . .

At December 31, 2022 and
January 1, 2023
Charge for the year

Disposals/written off. . . . .

At December 31, 2023 and
January 1, 2024
Charge for the year

Disposals/written off. . . . .

At December 31, 2024 . . .

Net carrying amount:
At December 31, 2022 . . .

At December 31, 2023 . . .

At December 31, 2024 . . .

Furniture,
fixtures and
Leasehold Computer office Motor Construction-
land Buildings Machinery equipment equipment vehicles in-progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

12,525 68,510 165,236 1,809 3,361 - 149,215 400,656
26,883 - - - - - 548,627 575,510
- 81,602 318,168 3,480 4,900 - (408,150) -
- - (1,118) - (342) - - (1,460)
39,408 150,112 482,286 5,289 7919 - 289,692 974,706
- - - - - - 1,261,841 1,261,841

- 179,735 769,233 3,014 7,924 352 (960,258) -
- - (38,316) (5) (732) - - (39,053)
39,408 329,847 1,213,203 8,298 15,111 352 591,275 2,197,494
- - - - 17 - 156,704 156,721

- 1,185 182,258 1,121 929 - (185,493) -
- (1,669) - - (16) - (1,685)
39,408 329,363 1,395,461 9,419 16,041 352 562,486 2,352,530
1,294 5,939 61,968 676 1,505 - - 71,382
473 4,906 23,758 573 882 - - 30,592
- - (754) - (332) - - (1,086)
1,767 10,845 84,972 1,249 2,055 - - 100,888
788 10,230 81,835 1,050 1,970 50 - 95,923
- - (35.869) (4) (675) - - (36,548)
2,555 21,075 130,938 2,295 3,350 50 - 160,263
788 18,062 121,448 1,510 2,840 67 - 144,715
- - - - (14) - - (14)
3,343 39,137 252,386 3,805 6,176 117 - 304,964
37,641 139,267 397,314 4,040 5,864 - 289,692 873,818
36,853 308,772 1,082,265 6,003 11,761 302 591,275 2,037,231
36,065 290,226 1,143,075 5,614 9,865 235 562,486 2,047,566
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The Company

Cost:

At January 1, 2022
Additions. . . . . ... ..
Transferred upon completion .
Disposals/written off. . . . .

At December 31, 2022 and
January 1,2023 . . . ..
Additions. . . . ... ...
Transferred upon completion .
Disposals/written off. . . . .

At December 31, 2023 and
January 1,2024 . . . . .
Additions. . . . .. .. ..
Transferred upon completion .
Disposals/written off. . . . .

At December 31, 2024 . . .

Accumulated depreciation
and impairment:

At January 1,2022 . . . . .

Charge for the year . . . . .

Disposals/written off. . . . .

At December 31, 2022 and
January 1,2023 . . . . .

Charge for the year . . . . .

Disposals/written off. . . . .

At December 31, 2023 and
January 1,2024 . . . . .

Charge for the year . . . . .

Disposals/written off. . . . .

At December 31, 2024 . . .

Net carrying amount:
At December 31, 2022 . . .

At December 31, 2023 . . .

At December 31, 2024 . . .

Furniture,
fixtures and
Leasehold Computer office Motor Construction-
land Buildings Machinery quiy t i t vehicl in-progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

12,525 68,510 165,236 1,809 3,361 - 149,215 400,656
26,883 - - - - - 548,627 575,510
- 81,602 318,168 3,480 4,900 - (408,150) -

- - (1,118) - (342) - - (1,460)
39,408 150,112 482,286 5,289 7919 - 289,692 974,706
- - - - - - 1,261,841 1,261,841

- 179,735 769,233 3,014 7,924 352 (960,258) -

- - (38.316) ) 132) - - (39,053)
39,408 329,847 1,213,203 8,298 15,111 352 591,275 2,197,494
- - - - - - 156,704 156,704

- 1,185 182,258 1,121 929 - (185,493) -

- (1,669) (245,738) (594) (1,454) - (249,455)
39,408 329,363 1,149,723 8,825 14,586 352 562,486 2,104,743
1,294 5,939 61,968 676 1,505 - - 71,382
473 4,906 23,758 573 882 - - 30,592

- - (754) - (332) - - (1,086)
1,767 10,845 84,972 1,249 2,055 - - 100,888
788 10,230 81,835 1,050 1,970 50 - 95,923

- - (35,869) ) (675) - - (36,548)
2,555 21,075 130,938 2,295 3,350 50 - 160,263
788 18,062 111,739 1,465 2,731 67 - 134,852

- - (27,121) (212) (470) - - (27,803)
3,343 39,137 215,556 3,548 5,611 117 - 267,312
37,641 139,267 397314 4,040 5,864 - 289,692 373,818
36,853 308,772 1,082,265 6,003 11,761 302 591,275 2,037,231
36,065 290,226 934,167 5271 235 562,486 1,837,431
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16. RIGHT-OF-USE ASSETS
The Group

The analysis of the net book value of right-of-use assets by class of underlying assets as at the end of each
reporting period is as follows:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Staff quarters and warehouse . . . . ... ... ... 343 371 77
Year ended December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Additions to right-of-use assets. . . . .. ... ... 412 795 132
Depreciation charge of right-of-use assets by
class of underlying assets:
— Staff quarter and warehouse . . . . .. ... .. 486 719 276

The Company

The analysis of the net book value of right-of-use assets by class of underlying assets as at the end of each
reporting period is as follows:

As at December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000

Staff quarters. . . ... ... ... . L. 343 371

Year ended December 31,

2022 2023 2024
RMB 000 RMB 000 RMB 000
Additions to right-of-use assets. . . . ... ... .. 412 795 -
Depreciation charge of right-of-use assets by
class of underlying assets:
— Staff quarter. . . .. ... ... L. 486 719 -
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17. INVESTMENTS IN SUBSIDIARY

The Company

As at December 31,

2022 2023 2024
RMB’000 RMB 000 RMB’000
Unlisted investment, at cost. . . . . . ... ..... - - 50,000

The particulars of the directly and indirectly held subsidiary of the Company are set out in Note 1.
18. INTANGIBLE ASSETS

The Group and the Company

Computer software

RMB’000
Cost:
At January 1, 2022, December 31, 2022, and January 1, 2023 . . . . . ... ... .. 256
AddItionS . . . . . . 1,192
At December 31, 2023 and January 1,2024. . . . . ... ... ... ... ... ... .. 1,448
Additions . . . .. 1,900
At December 31, 2024. . . . . . . ... 3,348
Accumulated amortization:
At January 1, 2022 . . . . .. 124
Charge for the year . . . . . . . . . . .. . 56
At December 31, 2022 and January 1, 2023. . . . . . .. ... ... ... ... 180
Charge for the year . . . . . . . .. . . 350
At December 31, 2023 and January 1,2024. . . . . . . ... ... ... ... ... ... 530
Charge for the year . . . . . . . .. . 743
At December 31, 2024. . . . . . . . ... 1,273
Net carrying value: . . . . . . ... ...
At December 31, 2022. . . . . . . ... 76
At December 31, 2023. . . . . . .. 918
At December 31, 2024. . . . . . .. 2,075
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19.

DEFERRED TAX

Deferred tax recognized and movements during the Track Record Period are as follows:

The Group
Property,
Impairment plant and Government
losses on equipment grants received
financial Unused tax  and right of not yet recognized
assets loss use assets as income Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB 000
At January 1,2022. . ... ... ... ... - - - - -
Credited to profit or loss . . .. ... ... 211 54,995 (46,156) 15,035 24,085
At December 31, 2022 and January 1,

2023 .. 211 54,995 (46,156) 15,035 24,085
Credited/(charged) to profit or loss . . . . (22) (45,345) (26,081) 15,800 (55,648)
At December 31, 2023 and January 1,

2024 ... 189 9,650 (72,237) 30,835 (31,563)
Credited/(charged) to profit or loss . . . . 251 (9,428) 17,549 8,280 16,652
At December 31, 2024. . ... ....... 440 222 (54,688) 39,115 (14,911)
The following is the analysis of the deferred tax balances for the financial reporting purposes:

As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Deferred tax assets . . . .. ... .. ... ...... 24,085 - 49
Deferred tax liabilities . . . . ... ... ... .... - (31,563) (14,960)
24,085 (31,563) (14,911)

Deferred income tax assets are recognized for deductible temporary differences and unused tax losses to the
extent that the realization of the related tax benefits through future taxable profits is probable. The Group has tax
losses arising in China that will expire in ten years for offsetting against future taxable profits.

The amounts and expiration dates of the tax losses carried forward as at December 31, 2022, 2023 and 2024
are listed below:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
2027 . 13,707 - -
2028 L. 17,278 - -
2029 .. - N N
2030 .. 41,392 - -
2031 .. 2,736 - -
2032 . 291,518 - -
2033 .. - 64,331 -
2034 .. - - 889
64,331

366,631

As at December 31, 2022, 2023 and 2024, the Group had cumulative tax losses amounting RMB366,631,000,
RMB64,331,000 and RMB889,000, that can be carried forward against future taxable income.
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The Company

Property,
Impairment plant and Government
losses on equipment grants received
financial Unused tax  and right of not yet recognized
assets loss use assets as income Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At January 1,2022. . ... ... ... ... - - - - -
Credited to profit or loss . . .. ... ... 211 54,995 (46,156) 15,035 24,085
At December 31, 2022 and January 1,

2023 . 211 54,995 (46,156) 15,035 24,085
Credited/(charged) to profit or loss . . . . (22) (45,345) (26,081) 15,800 (55,648)
At December 31, 2023 and January 1,

2024 ... 189 9,650 (72,237) 30,835 (31,563)
Credited/(charged) to profit or loss . . . . 464 (9,650) 17,509 8,280 16,603
At December 31, 2024. . . ... ... ... 653 - (54,728) 39,115 (14,960)
The following is the analysis of the deferred tax balances for the financial reporting purposes:

As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Deferred tax assets . . . ... ... ... ....... 24,085 - -
Deferred tax liabilities . . . . ... ... ... .... - (31,563) (14,960)
24,085 (31,563) (14,960)

Deferred income tax assets are recognized for deductible temporary differences and unused tax losses to the
extent that the realization of the related tax benefits through future taxable profits is probable. The Company has tax
losses arising in China that will expire in ten years for offsetting against future taxable profits.

The amounts and expiration dates of the tax losses carried forward as at December 31, 2022, 2023 and 2024

are listed below:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

2027 L 13,707 - -
2028 .. 17,278 - -
2029 .. - N N
2030 .. 41,392 - -
2031 .. 2,736 - -
2032 .. 291,518 - -
2033 L - 64,331 -

366,631 64,331 -

As at December 31,

2022, 2023 and 2024, the Company had cumulative tax losses amounting

RMB366,631,000, RMB64,331,000 and RMBnil, that can be carried forward against future taxable income.
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20. INVENTORIES
The Group
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Raw materials . . . ... ... ... .. ... ....... 61,601 258,868 196,416
Finished goods . . . . .. ... ... ... ... .. ... 23,932 96,517 46,255
Work in progress . . . ... ... ... 6,449 831 11,169
91,982 356,216 253,840
Write-down of inventories to net realizable value . . (578) (5,130) (6,200)
91,404 351,086 247,640
Movements on write-down of inventories to net realizable value are as follows:
2022 2023 2024
RMB’000 RMB’000 RMB’000
At January 1 . ... ... ... ... ... L. (689) (578) (5,130)
Reversal/(charge) for the year . ... .......... 111 (4,552) (1,070)
At December 31 . . ... ... ... ... ... ... ... (578) (5,130) (6,200)
The Company
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Raw materials . . . .. ... ... ... ... ....... 61,601 258,868 182,413
Finished goods . . ... ... ..... ... ... .... 23,932 96,517 43,192
Work in progress . .. .. ... ... ... ... ... 6,449 831 9,964
91,982 356,216 235,569
Write-down of inventories to net realizable value . . (578) (5,130) (6,035)
91,404 351,086 229,534
Movements on write-down of inventories to net realizable value are as follows:
2022 2023 2024
RMB’000 RMB 000 RMB’000
At January 1 . ... ... ... ... ... ... ... .. (689) (578) (5,130)
Reversal/(charge) for the year . ... .......... 111 (4,552) (905)
At December 31 . . ... ... ... ... ... .. ... (578) (5,130) (6,035)
21. TRADE AND BILLS RECEIVABLES
The Group
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Trade receivables . . . . ... ... ... .. ... .... 106,342 76,868 130,135
Bills receivable . . ... ... ... ... .. ... .... 1,801 3,000 1,905
108,143 79,868 132,040
Less: impairment loss allowance . ........... (1,347) (1,202) (2,395)
106,796 78,666 129,645
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An aging analysis of trade and bills receivables, net of impairment losses, as at the end of each reporting
period, based on the invoice dates, is as follows:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

Trade and bills receivables

Within 6 months. . . . ... ... ... .. ... ... 105,603 78,095 124,903

6 months to 1 year . . . ... ... ... ........ - 17 4,635

lyearto 2 years . ................... 1,193 148 14

2years toO 3 years . . ... ... - 406 93

Over3years . . . ... ... .. ..., - - -
106,796 78,666 129,645

The Group recognized impairment loss based on the accounting policy stated in Note 4.10(b). Trade and bills
receivables are generally due within 30 to 90 days from the date of billing.

Further details on the Group’s credit policy and credit risk analysis arising from trade and bills receivables are
set out in Note 39(b).

The Company

As at December 31,

2022 2023 2024
RMB 000 RMB’000 RMB’000
Trade receivables . . . . ... ... ... ....... 106,342 76,868 67,905
Bills receivable . . . ... ... ... ... ..., .. 1,801 3,000 902
108,143 79,868 68,807
Less: (impairment loss allowance)/reversal of
impairment loss allowance . . ... ... ..... (1,347) (1,202) (4,239)

106,796 78,666 64,568

An aging analysis of trade and bills receivables, net of impairment losses, as at the end of each reporting
period, based on the invoice dates, is as follows:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

Trade and bills receivables

Within 6 months. . . . ... ... .. ... ... ... 105,603 78,095 59,826

6 months to 1 year . . . . ... ... ... ...... - 17 4,635

lyearto 2 years . . .. .. .. .. ... ... ... 1,193 148 14

2yearsto 3 years . . ... ... - 406 93

Over 3years . . . . .. ..o i it - - -
106,796 78,666 64,568

The Company recognized impairment loss based on the accounting policy stated in Note 4.10(b). Trade and
bills receivables are generally due within 30 to 90 days from the date of billing.

Further details on the Company’s credit policy and credit risk analysis arising from trade and bills receivables
are set out in Note 39(b).
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22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

The Group

Current portion

Deposits and other receivables . . . . .. ... ...
Prepayments . . .. ... ... ... ... ...
Prepaid [REDACTED] and deferred issue costs .

Less: Impairment loss allowance. . . ... ... ..

The Company

Current portion

Deposits and other receivables . . . . ... ... ..
Prepayments . . .. ... ... ... . L.
Prepaid [REDACTED] and deferred issue costs .

Less: impairment loss allowance . . . . .. ... ..

As at December 31,

23. CASH AND CASH EQUIVALENTS AND TERM DEPOSITS

The Group

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

Current portion
Term deposits . . . . ... ... L

Non-current portion
Term deposits . . . .. ... . L

2022 2023 2024
RMB’000 RMB’000 RMB’000
1,214 1,131 2,347
14,374 6,287 5,238
[REDACTED] [REDACTED] [REDACTED]
[REDACTED] [REDACTED] [REDACTED]
(61) (57) (117)
[REDACTED] [REDACTED] [REDACTED]
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
1,214 1,131 2,227
14,374 6,287 5,238
[REDACTED| [REDACTED] [REDACTED]
[REDACTED] [REDACTED] [REDACTED]
(61) (57) (111)
[REDACTED] [REDACTED] [REDACTED]
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
274,417 549,521 2,030,653
500 20,622 -

20,122

The Group’s cash and cash equivalents comprise cash on hand, bank deposits carrying interest at floating rates
based on daily bank deposit rates and short-term bank deposits carrying interests at prevailing market interest rate.
Time deposits with original maturity over three months comprise bank deposits carrying interest at fixed rate or
floating rates at prevailing market interest rate. The directors of the Company consider that the carrying value of the

deposits at the end of each reporting period approximates to their fair values.
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As at the end of each reporting period, all of the Group’s cash at banks and on hands and time deposits with
original maturity over three months are denominated in RMB and placed in the PRC. RMB is not a freely convertible
currency. Under the PRC’s Foreign Exchange Control Regulations and Administration of Settlement and Sales and
Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for foreign currencies through
banks that are authorized to conduct foreign exchange business.

The Company

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Cash and cash equivalents. . . . . ... ... .... 274,417 549,521 2,022,075
Current portion
Term deposits . . . ... ... L L 500 20,622 -
Non-current portion

Term deposits . . .. .. ... 20,122 - -

The Company’s cash and cash equivalents comprise cash on hand, bank deposits carrying interest at floating
rates based on daily bank deposit rates and short-term bank deposits carrying interests at prevailing market interest
rate. Time deposits with original maturity over three months comprise bank deposits carrying interest at fixed rate
or floating rates at prevailing market interest rate. The directors of the Company consider that the carrying value of
the deposits at the end of each reporting period approximates to their fair values.

As at the end of each reporting period, all of the Company’s cash at banks and on hands and time deposits with
original maturity over three months are denominated in RMB and placed in the PRC. RMB is not a freely convertible
currency. Under the PRC’s Foreign Exchange Control Regulations and Administration of Settlement and Sales and
Payment of Foreign Exchange Regulations, the Company is permitted to exchange RMB for foreign currencies
through banks that are authorized to conduct foreign exchange business.

24. TRADE AND BILLS PAYABLES

The Group
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Trade payables. . . . . ... .. .. .. ........ 47,962 32,912 46,781
Bills payable . . . . .. ... ... L 6,901 - 25,102
54,863 32,912 71,883

A credit period is 30 days to 90 days, if applicable, from the date of billing is generally granted by the Group’s
trade suppliers. Based on the receipt of services and goods, which normally coincided with the invoice dates, the
aging analysis of the Group’s trade and bills payables as at the end of each reporting period is as follows:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Within one year . . . ... ... ... ... ...... 54,626 32,670 71,538
-2 years . . . .. ... - 5 104
Over 2 years . . . . ... coii i 237 237 241
54,863 32,912 71,883
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The Group’s trade and bills payables are short-term in nature and hence, the carrying amount of trade and bills
payables are considered to approximate to their fair value.

The Company

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Trade payables. . . . .. .. .. ............ 47,962 32,912 11,768
Bills payable . . . .. ... ... L 6,901 - 25,102
54,863 32912 36,870

A credit period is 30 days to 90 days, if applicable, from the date of billing is generally granted by the
Company’s trade suppliers. Based on the receipt of services and goods, which normally coincided with the invoice
dates, the aging analysis of the Company’s trade and bills payables as at the end of each reporting period is as follows:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Within one year . . . . ........ ... ... ... 54,626 32,670 36,525
-2 years . . ... ... - 5 104
Over 2 years . . . . . ..ot 237 237 241
54,863 32,912 36,870

The Company’s trade and bills payables are short-term in nature and hence, the carrying amount of trade and
bills payables are considered to approximate to their fair value.

25. OTHER PAYABLES AND ACCRUALS
The Group

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Amount due to shareholder . . . .. ... ... ... 100,000 - -
Other payables . . . . . ... .. .. .. ........ 769 1,135 1,057
Construction payables . . .. ... ... ....... 72,676 177,155 130,159
Other tax payables . . ... .. .. .. ........ 1,289 2,177 2,458
Accruals. . . . ... ... 7,343 11,264 11,415

182,077 191,731 145,089
As at December 31, 2022, 2023 and 2024, all other payables and accruals were non-interest bearing, unsecured
and repayable on demand.
The Company

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Amount due to shareholder . . . ... ... ... .. 100,000 - -
Other payables . . . . ... ... ... ... ... ... 769 1,135 1,034
Construction payables . ... ... ... ... .... 72,676 177,155 130,143
Other tax payables . .. ... ... ... ....... 1,289 2,177 2,296
Accruals. . . ... ... 7,343 11,264 9,446

182,077 191,731 142,919
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As at December 31, 2022, 2023 and 2024, all other payables and accruals were non-interest bearing, unsecured
and repayable on demand.

26. CONTRACT LIABILITIES
(a)  Contract liabilities

The Group

As at December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000

Contract liabilities arising from
................... 5,757 3,730 6,795

Turnkey service

The contract liabilities represented the advance consideration received from customers. The Group receives
payment from customers based on billing schedule as established in contracts.

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Revenue recognized that was included in
the contract liabilities balance at
the beginning of the year . . . .. .. .. ... .. 845 5,757 3,730

The Company

As at December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000

Contract liabilities arising from
Turnkey service. . . .. .. ... ... ... .... 5,757 3,730 6,371

The contract liabilities represented the advance consideration received from customers. The Company receives
payment from customers based on billing schedule as established in contracts.

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Revenue recognized that was included in
the contract liabilities balance at
the beginning of the year . . . .. ... ... ... 845 5,757 3,730
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27. LEASE LIABILITIES

The Group

The Group lease properties to operate its business. These leases are typically made for fixed terms of 2 years.
Lease terms are negotiated on an individual basis and contain different payments and conditions. These lease

agreements do not impose any covenants, but leased assets may not be used as security for borrowing purpose.

The Group also lease properties with term of less than one year. These leases are short-term and the Group has
elected not to recognize right-of-use assets and lease liabilities for these leases.

The Group’s present value of future lease payments of the leases is analyzed as follows:

As at December 31,

2022 2023 2024
RMB 000 RMB 000 RMB 000
Current . .. .. ... 344 261 67
The Group’s movement of the lease liabilities is analyzed as follows:
Year ended December 31,
2022 2023 2024
RMB 000 RMB 000 RMB 000
At the beginning of the year . . .. ... ... ... 554 344 261
Addition of new leases. . . .. ... ......... 412 795 133
Capital element of lease payments. . . . . ... .. (486) (830) (176)
Interest element of lease payments. . . . ... ... 9) (18) 2)
Termination of lease . . ... ... .......... (127) (30) (149)
At the end of the year . . . ... ... .. ...... 344 261 67

The Group had total financing cash outflows for leases of RMB495,000, RMB848,000 and RMB178,000 for
the years ended December 31, 2022, 2023 and 2024, respectively.

The Group’s future lease payments of the Group’s leases (excluding short-term leases) were scheduled to repay
as follows:

Future lease Future interest
payments expenses Present value
RMB’000 RMB’000 RMB’000
As at December 31, 2022
— within 1 year . . ... ... .. .......... 350 (6) 344
As at December 31, 2023
— within I year . . .. ................ 263 2) 261
As at December 31, 2024
—within L'year . . ... ... ............ 67 67

i
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The Company
The Company lease properties to operate its business. These leases are typically made for fixed terms of 2
years. Lease terms are negotiated on an individual basis and contain different payments and conditions. These lease

agreements do not impose any covenants, but leased assets may not be used as security for borrowing purpose.

The Company also lease properties with term of less than one year. These leases are short-term and the
Company has elected not to recognize right-of-use assets and lease liabilities for these leases.

The Company’s present value of future lease payments of the leases is analyzed as follows:

As at December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000

Current . . ... .. ... ... 344 261

The Company’s movement of the lease liabilities is analyzed as follows:

Year ended December 31,

2022 2023 2024
RMB 000 RMB’000 RMB 000
At the beginning of the year . . ... ........ 554 344 261
Addition of new leases. . . . . ... ... ... ... 412 795 -
Capital element of lease payments. . . . .. .. .. (486) (830) (110)
Interest element of lease payments. . . . . ... .. 9) (18) (2)
Termination of lease . . . ... ............ (127) (30) (149)
At the end of the year . . . . ... ... ... .... 344 261 -

The Company had total financing cash outflows for leases of RMB495,000, RMB848,000 and RMB 112,000
for the years ended December 31, 2022, 2023 and 2024, respectively.

The Company’s future lease payments of the Company’s leases (excluding short-term leases) were scheduled
to repay as follows:

Minimum lease Future interest
payments expenses Present value
RMB’000 RMB’000 RMB’000
As at December 31, 2022
—within I year . . .. ................ 350 (6) 344
As at December 31, 2023
—within I year . . . ... .. ............ 263 2) 261

As at December 31, 2024
— within T year . . .. ................ -
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28. BORROWINGS

The Group
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000

Current portion
Borrowings —unsecured . . . ... ... ... L. 118,031 245,376 245,876
Borrowings — secured. . . . .. ... ... L 24,374 69,805 57,660

142,405 315,181 303,536
Non-current portion
Borrowings — unsecured . . . . ... ... ... 142,901 252,955 295,317
Borrowings — secured. . . . ... ... 27,882 558,856 513,277

170,783 811,811 808,594

313,188 1,126,992 1,112,130

As at December 31, 2022, 2023 and 2024, the borrowings bear interest range from 2.5%-4%, the effective
interest rate range from 2.0%-3.1%. The Group has complied with the relevant covenants at each test date on or
before the end of the reporting period and classified the related bank loans balances as non-current. The borrowings
were pledged by property, plant and equipment of RMB91,836,000, RMB675,199,000 and RMB644,608,000 as at
31 December 2022, 2023 and 2024, respectively, and by bills receivable of RMBnil, RMB3,000,000 and RMBnil as
at 31 December 2022, 2023 and 2024, respectively.

The Company

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Current portion
Borrowings — unsecured . . . ... ... L. L. 118,031 245,376 209,888
Borrowings — secured. . . . ... ... L. 24,374 69,805 57,660
142,405 315,181 267,548
Non-current portion
Borrowings — unsecured . . . . ... ... ... 142,901 252,955 295,317
Borrowings — secured. . . . ... ... 27,882 558,856 513,277
170,783 811,811 808,594

313,188 1,126,992 1,076,142

As at December 31, 2022, 2023 and 2024, the borrowings bear interest range from 2.5%-4%, the effective
interest rate range from 2.0%-3.1%. The Group has complied with the relevant covenants at each test date on or
before the end of the reporting period and classified the related bank loans balances as non-current. The borrowings
were pledged by property, plant and equipment of RMB91,836,000, RMB675,199,000 and RMB644,608,000 as at
31 December 2022, 2023 and 2024, respectively, and by bills receivable of RMBnil, RMB3,000,000 and RMBnil as
at 31 December 2022, 2023 and 2024, respectively.

29. DEFERRED REVENUE

The Group and the Company

As at December 31,

2022 2023 2024
RMB 000 RMB’000 RMB 000
At the beginning of the year . . ... ........ 60,816 100,230 205,569
Additions . . ... 52,922 152,689 167,089
Credited to profit or loss (note 8) . . .. ... ... (13,508) (47,350) (111,894)
At the end of the year . . . . ... ... .. ... .. 100,230 205,569 260,764
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30.

Deferred revenue consists of deferred government grants mainly for [construction of certain property, plant and
equipment]. The grants from local government were conditional and the conditions would be fulfilled upon the
completion of [construction of certain property, plant and equipment] of the Group. The grants will be recognized
as income in profit or loss on a systematic basis over the estimated useful lives of the [property, plant and equipment].

SHARE CAPITAL

The Company

A summary of movements in the Company’s share capital is as follows:

Number of shares

in issue Share capital

Issued RMB’000

At January 1, 2022 . . ... 210,727,295 210,727
Shares issued (a) . . ... .. .. ... ... ... 4,117,451 4,118
At December 31, 2022 and at January 1, 2023 . ... ... ... 214,844,746 214,845
Shares issued (b) . . . . . . .. . ... 3,672,863 3,672
Issue of RSUs (Note 36) . . . . . ... ... ... ... ....... 25,598,888 25,599
Capitalization issue (¢). . . . . . . . ... 144,075,632 144,076
At December 31, 2023 and at January 1, 2024 . ... ... ... 388,192,129 388,192
Shares issued (d) . ... ... .. ... ... ... 15,900,631 15,901
At December 31,2024 . . . . . ... ... ... 404,092,760 404,093
Notes:

(a)  During the year ended December 31, 2022, the Company entered into various capital injection

agreements with the following investors and pursuant to which a total capital of RMB252,302,000 was
injected into the Company with RMB4,118,000 and RMB248,184,000 credited to the Company’s share
capital and capital reserve, respectively.

()

(ii)

(ii)

In March 2022, Xiamen Qingda Runyu Venture Capital Partnership (Limited Partnership) (J& "]
THEREEAZERESEEEEERAY)), the Company and the largest shareholder of the
Company entered into a share subscription agreement pursuant to which the investor subscribed
for the Company’s new registered capital of RMB769,000 at a cash consideration of
RMB50,001,000, in which the excess amount of RMB49,232,000 was credited to the capital
reserve.

In December 2021, Liaoning Haitong New Kinetic Energy Equity Investment Fund Partnership
(Limited Partnership) GEZEEHB BRI ERE SR B EEEREE)), Shanghai Zhezhong
Group Co., Ltd. (LB BR/AF]), the Company and the larger shareholder of the
Company entered into a share subscription agreement pursuant to which the investors subscribed
for the Company’s new registered capital of RMB1,132,000 and RMB755,000, respectively, at
cash consideration of RMB60,000,000 and RMB40,000,000, respectively, in which the excess
amounts of RMB58,868,000 and RMB39,245,000, respectively, were credited to the capital
reserve. The shares were issued in 2022.

In November 2022, Xiamen Qingda Xinsheng Venture CapitalPartnership (Limited Partnership)
(EMTHERSEAERE S B AEEREY)), Huzhou Runxu Equity Investment Partnership
(Limited Partnership) (SIS G S B AEEREY)), Ningbo Fuwurong Wuxiali
Equity Investment Fund Partnership (Limited Partnership) (Zi 75 H Y AR E L& &Y
2 EREY)), Xiamen Jiadong Property Institute Investment Partnership (Limited
Partnership) (M= HRY B E B EFEEREE)), the Company and the largest shareholder
of the Company entered into a share subscription agreement pursuant to which the investors
subscribed for the Company’s new registered capital of RMB603,000, RMB287,000,
RMB286,000 and RMB286,000, respectively, at cash consideration of RMB42,200,000,
RMB20,101,000, RMB20,000,000 and RMB20,000,000, respectively, in which the excess
amounts of RMB41,597,000, RMB19,814,000, RMB19,714,000 and RMB19,714,000,
respectively, were credited to the capital reserve.

~1-44 -



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

APPENDIX I ACCOUNTANT’S REPORT

(b)

©

(@)

During the year ended December 31, 2023, the Company entered into various capital injection
agreements with the following investors and pursuant to which a total capital of RMB280,000,000 was
injected into the Company with RMB3,672,000 and RMB276,328,000 credited to the Company’s share
capital and capital reserve, respectively.

@) In December 2022, Hefei Chantou Tiancheng Equity Investment Partnership (Limited
Partnership) (& EEHR KRR E A B EFEERAE)), the Company and the largest
shareholder of the Company entered into a share subscription agreement pursuant to which the
investor subscribed for the Company’s new registered capital of RMB1,080,000 at a cash
consideration of RMB100,000,000, in which the excess amount of RMB98,920,000 was credited
to the capital reserve. The shares were issued in 2023.

(i)  In June 2023, Ningbo Huajinming Jiade Venture Capital Partnership (Limited Partnership) (5
HEPREF AR E A B (AR A%)) and the Company entered into a share subscription
agreement pursuant to which the investor subscribed for the Company’s new registered capital of
RMB154,000 at a cash consideration of RMB10,000,000, in which the excess amount of
RMB9,846,000 was credited to the capital reserve.

(iii) In June 2023, Ningbo Huajin Yuxing Venture Capital Partnership (Limited Partnership) (%% #2
SRASHLAIE R E A B AEERA)) and the Company entered into a share subscription
agreement pursuant to which the investor subscribed for the Company’s new registered capital of
RMB154,000 at a cash consideration of RMB10,000,000, in which the excess amount of
RMB9,846,000 was credited to the capital reserve.

(iv) In June 2023, Jiangyin Yinrun Equity Investment Partnership (Limited Partnership) (VL F&8R{EZ
HREAPEEERAE)) and the Company entered into a share subscription agreement
pursuant to which the investor subscribed for the Company’s new registered capital of
RMB981,000 at a cash consideration of RMB70,000,000, in which the excess amount of
RMB69,019,000 was credited to the capital reserve.

(v)  InJune 2023, Shanghai Minshenshi Management Consulting Partnership (Limited Partnership) I
TP EE A A B A EERAE) and the Company entered into a share subscription
agreement pursuant to which the investor subscribed for the Company’s new registered capital of
RMB463,000 at a cash consideration of RMB30,000,000, in which the excess amount of
RMB29,537,000 was credited to the capital reserve.

(vi) In June 2023, Zhuji Dongzheng Ruikun Equity Investment Partnership (Limited Partnership) (74
MR AR E A B EECERAY)) and the Company entered into a share subscription
agreement pursuant to which the investor subscribed for the Company’s new registered capital of
RMB840,000 at a cash consideration of RMB60,000,000, in which the excess amount of
RMB59,160,000 was credited to the capital reserve.

Pursuant to the shareholders’ meeting on April 23, 2023 and the promoters’ agreement dated April 26,
2023, the then existing shareholders of the Company agreed to convert the Company into a joint stock
limited liability company with a share capital of RMB360,000,000. Pursuant to the promoters’
agreement, the net asset value of the Company as of February 28, 2023 amounted to approximately
RMB941,508,000, of which (i) RMB360,000,000 was converted into 360,000,000 shares of RMB1.0 par
value each, which were subscribed by and issued to the then shareholders of the Company in proportion
to their respective equity interest in the Company; and (ii) the remaining amount of approximately
RMB581,508,000 was converted into capital reserve of the Company. The balances of statutory reserve,
share-based payment reserve and retained earnings as of February 28, 2023 were transferred to capital
reserve. Upon the completion of registration with the relevant government bureau in May 2023, the
Company was converted into a joint stock company with limited liability.

During the year ended December 31, 2024, the Company entered into a capital injection agreement with
the following investors and pursuant to which a total capital of RMB1,030,001,000 was injected into the
Company with RMB15,901,000 and RMB1,014,100,000 credited to the Company’s share capital and
capital reserve, respectively.
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()

31. RESERVES

In December 2024, Xiamen Chantou Juxiang Xinhan Technology Investment Partnership
Enterprise (Limited Partnership) (&M E#RIEH GBI HRESBEEEREY)), ICBC
Financial Asset Investment Co., Ltd. (L8R4 Rl E A EH /A A]), Xiamen Gongrong Industry
Investment Emerging Industry Equity Investment Fund Partnership (Limited Partnership) (&[]
S P L S IR B R A (ARG ), Xiamen Chantou Gongrong Emerging
Industry Equity Investment Fund Partnership Enterprise (Limited Partnership) (/i "]z % T.#il#
B SERER GRS B RES)) and the Company entered into a share subscription
agreement pursuant to which the investors subscribed for the Company’s new registered capital
of RMB2,779,000, RMB6,947,000, RMB3,087,000 and RMB3,088,000, respectively, at cash
consideration of RMB180,000,000, RMB450,000,000, RMB200,000,000 and RMB200,001,000,
respectively, in which the excess amounts of RMB177,221,000, RMB443,053,000,
RMB196,913,000 and RMB196,913,000, respectively, were credited to the capital reserve.

The Group and the Company

The Group’s and the Company’s reserves and the movements therein for the years ended December 31, 2022,
2023 and 2024 are presented in the consolidated statements of changes in equity and the summary to the Company’s
reserve as set out below, respectively.

Summary to the Company’s reserve is as follows:

Share-based

Capital Statutory payment Retained
reserve® reserve® reserve® earnings® Total reserve
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Note 31(a)) (Note 31(b)) (Note 31(d)) (Note 31(c))

At January 1,2022. . ... ... ... ... 291,368 - - (129,201) 162,167
Profit and total comprehensive income

for the year . . .. ... ... .. .. ..

- - 143,368 143,368

Shares issued (Note 30) . . . . ... ... 248,184 - - - 248,184
Transfer to statutory reserve . . .. ... - 1,417 - (1,417) -
Recognition of equity-settled

share-based payments (Note 36). . . . 28,575 - - - 28,575
Balance at December 31, 2022 and

January 1,2023 . . . ... ... .. .. 568,127 1,417 - 12,750 582,294

Profit and total comprehensive income

for theyear . . .. ... ... ... ...

- - 121,892 121,892

Shares issued (Note 30) . . . .. ... .. 276,328 - - - 276,328

Capitalization issue (Note 30(c)). . . . . (144,076) - - - (144,076)
Conversion into a joint stock limited
liability company (Note 30(c)) . . .. 90,060 (1,417) - (88,643) -
Transfer to statutory reserve . . .. ... - 5,168 - (5,168) -
Recognition of equity-settled
share-based payments (Note 36). . . . 156,974 - 99,236 - 256,210
Balance at December 31, 2023 and
January 1, 2024 . . . . ... ... ... 947,413 5,168 99,236 40,831 1,092,648
Profit and total comprehensive income
for theyear . . .. ... ... ... ... - - - 167,408 167,408
Shares issued (Note 30) . . . . ... ... 1,014,100 - - - 1,014,100
Transfer to statutory reserve . ... ... - 16,173 - (16,173) -
Recognition of equity-settled share-
based payments (Note 36) . . .. ... - - 154,249 - 154,249
Balance at December 31, 2024 . . . . .. 1,961,513 21,341 253,485 192,066 2,428,405
* These reserve accounts comprise the reserves as at December 31, 2022, 2023 and 2024 in the Company’s

statements of financial position.
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(a) Capital reserve

The capital reserve represents the excess of capital contributions from the equity holders of the Company over
the share capital. Details of the movement in capital reserve are set out in the consolidated statements of changes in
equity of the Historical Financial Information.

(b)  Statutory reserve

In accordance with the PRC Company Law and the articles of association of the entities established in the PRC,
PRC group entities are required to appropriate 10% of their net profits after tax, as determined under the generally
accepted accounting principles of the PRC, to the statutory reserve until the reserve balance reaches 50% of their
respective registered capital. Subject to certain restrictions set out in the relevant PRC regulations and in the articles
of association of the group entities, the statutory reserve may be used either to offset losses, or to be converted to
increase share capital provided that the balance after such conversion is not less than 25% of the registered capital
of the group entities. The reserve cannot be used for purposes other than those for which it is created and is not
distributable as cash dividends.

(c) (Accumulated losses)/retained earnings
Cumulative net gains and losses recognized in profit or loss.
(d) Share-based payment reserve

The equity-settled share-based payment reserve comprises the fair value of equity-settled share-based payment
granted.

32. AMOUNTS DUE FROM/(TO) A SUBSIDIARY

As at December 31, 2022, 2023 and 2024, the balances are unsecured, interest-free and repayable on demand.
33. NOTES SUPPORTING TO CONSOLIDATED STATEMENTS OF CASH FLOWS

The table below shows the details changes in the Group’s liabilities arising from financing activities.

Liabilities arising from financing activities are those for which each cash flows were, or future cash flows will be,
classified in the Group’s consolidated statements of cash flows from financing activities.

Borrowings Lease liabilities Interest payables
RMB’000 RMB’000 RMB’000

At January 1, 2022 . ... ... ... L. 101,323 554 -
Changes from financing cash flows:
Proceeds from bank borrowings . .. ... ... .. 295,151 - -
Repayments of bank borrowings . . . ... ... .. (83,286) N N
Repayment of lease liabilities. . . . . .. ... ... - (486) -
Repayments of interest portion of lease

liabilities . . . . . . ... ... ... ... ... ... - 9) -
Interest paid . . . .. .. ... ... ... ... - - (4,600)
Total changes from financing cash flows 211,865 (495) (4,600)
Other changes:
New leases . . . ... ... ... ... ... ...... - 412 -
Lease termination . . . . .. ... ... ........ - (127) -
Interest expense on borrowings . . .. ... .. .. - - 4,600

- 285 4,600

At December 31, 2022 . . . . .. ... ... ... .. 313,188 344 -
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34.

At January 1,2023 . ... ... ... ...
Changes from financing cash flows:

Proceeds from bank borrowings . . . ..
Repayments of bank borrowings . . . . .
Repayment of lease liabilities. . . . . . .
Interest paid . . . .. ... ... .. ...,

Total changes from financing cash flows

Other changes:

New leases . . . .. ... ..........
Lease termination . . . . . ... ... ...
Interest expense on borrowings. . . . . .

At December 31,2023 . .. ... ... ..

At January 1, 2024 . ... ... ... ...
Changes from financing cash flows:

Proceeds from bank borrowings . . . ..
Repayments of bank borrowings . . . . .
Repayment of lease liabilities. . . . . . .
Interest paid . . . .. ... ... ... ...

Total changes from financing cash flows

Other changes:

New leases . . . ... ............
Lease termination . . . . . ... ... ...
Interest expense on borrowings. . . . . .

At December 31,2024 . . ... ... ...

CAPITAL COMMITMENTS

The Group and Company

Borrowings Lease liabilities Interest payables
RMB’000 RMB’000 RMB’000

...... 313,188 344 -
...... 1,021,745 - -
...... (207,941) - -
..... - (830) -
...... - (18) (18,168)
813,804 (848) (18,168)

...... - 795 -
...... - (30) .
...... - - 18,168
- 765 18,168

..... 1,126,992 261 -

Borrowings Lease liabilities Interest payables
RMB’000 RMB’000 RMB’000

...... 1,126,992 261 -
..... 744,826 - -
..... (759,688) - -
...... - (176) -
...... - ) (30,135)
...... (14,862) (178) (30,135)
...... - 133 -
...... - (149) -
...... - - (30,135)
- (16) (30,135)

...... 1,112,130 67 -

As at December 31, 2022, 2023 and 2024, the Group had outstanding capital commitments as follows:

Contracted, but not provided for:
— Construction-in-progress . . . . . . .
— Office equipment. . . . .. ... ...

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB 000

...... 957,252 315,715 226,633

...... 111 324 157

316,039 226,790

957,363
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35. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party,
or exercise significant influence over the other party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common significant influence.

(a)  The directors of the Company are of the view that the following parties/companies were related parties that
had transactions or balances with the Group:

Name of related parties Relationship with the Group
TR RHL (L) ARAR. ... Company subject to common significant influence
MEGHERUETARAE ... Company subject to common significant influence
Mg EEERCAR AR, Company subject to common significant influence
S AEHEMOE TAMRAR L Company subject to common significant influence

* The English translation of terms or names in Chinese which are marked with “*” is for identification

purposes only. In the event of any inconsistency, the Chinese terms or names shall prevail.

(b) The Group entered into the following related party transactions with related companies during the Track
Record Period:

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Related companies
Revenue . . . . . . ... ... ... 8,408 20,729 25,841

The terms of the related party transactions carried out during the Track Record Period were mutually agreed
by the Group and the related companies.

(c) Balance with related parties

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Trade and bills receivables
WHFEMEFARAR .. - 3,186 238
ISR MR MEFARAA . ... 1,897 541 8,762

All of the above related party balances are of trade nature.
(d) Compensation of key management personnel of the Group

The compensation of key management personnel of the Group during the Track Record Period represented the
directors’ emoluments as disclosed in Note 14(a) to the Historical Financial Information.

36. SHARE-BASED PAYMENTS

In December 2022, one of the then shareholders of the Company sold its shares to one of the employees of
the Company, who is also the director of the Company, at a price below the fair value of the shares which was
primarily established with reference to a recent equity transaction of the Company close to the transaction date. The
share-based payment expenses of RMB28,757,000, which was the difference between the transaction price and the
fair value, was charged to profit or loss of the Group during the year ended December 31, 2022.
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On June 21, 2023, the Group granted 25,598,888 RSUs of the Company to 24 eligible employees at a
subscription price of RMBI1 per unit. According to the RSU scheme and employees’ agreements, the vesting periods
for 2,230,000 shares, 1,443,000 shares and 21,925,888 shares granted are nil, 3 years and 6 years, respectively, from
the grant date. The shares with vesting period are subject to the Company’s financial performance and individual
performance assessment, The fair values of the shares of RMB70.38 per share granted were primarily established with
reference to recent equity transaction of the Company close to the grant date.

On December 18, 2023, there is a modification of terms of RSUs, in which vesting period of all RSUs is 6
years, out of which 1,443,000 shares are subject to the Company’s financial performance and individual performance
assessment.

The fair values of the RSUs granted on June 21, 2023 and modified on December 18, 2023 were
[RMB1,801,650,000] and [RMB1,801,650,000], respectively. During the years ended 31 December 2023 and 2024,
the Group recognized share-based payment expenses of RMB256,210,000 and RMB154,249,000, respectively.

37. CAPITAL MANAGEMENT POLICIES AND PROCEDURES

The Group manages its capital to ensure that the entities in the Group will be able to continue as a going
concern while maximizing the return to shareholders through the optimization of the debt and equity balance.

The capital structure of the Group consists of net debt, net of cash and cash equivalents and equity attributable
to owners of the Company, comprising issued share capital, reserves and retained earnings, respectively.

The directors of the Company review the capital structure on a continuous basis taking into account the cost
of capital and the risk associated with the capital. The Group will balance its overall capital structure through the
payment of dividends, new shares issue and share buy back as well as the issue of new debts or redemption of existing
debt, if necessary.

Management regards total equity as capital. Management considers the amount of capital as at December 31,
2022, 2023, 2024 as optimal having considered the projected capital expenditures and the projected strategic
investment opportunities.
38. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES BY CATEGORY

The Group

The following table shows the carrying amounts of financial assets and liabilities of the Group:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Financial assets
Financial assets at amortized cost:
Trade receivables . . . . ... ... ... ...... 104,995 75,666 127,740
Deposits and other receivables. . . . .. ... .. 1,153 1,074 2,230
Term deposits . . . . .. ... ... L. 500 20,622 -
Cash and cash equivalents . . ... ... ..... 274,417 549,521 2,030,653
381,065 646,883 2,160,623
Financial assets at FVOCI:
Bills receivables . . .. ... ... ... ...... 1,801 3,000 1,905
1,801 3,000 1,905
Financial liabilities
Financial liabilities measured at amortized cost:
Trade and bills payables . .. ........... 54,863 32,912 71,883
Other payables and accruals, excluding other
tax payables . ... ... ... ... .. .. ... 180,788 189,554 142,631
Leases liabilities . . .. ... ... ......... 344 261 67
Borrowings . . ... ... 313,188 1,126,992 1,112,130

549,183 1,349,719 1,326,711
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The Company

The following table shows the carrying amounts of financial assets and liabilities of the Company:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Financial assets
Financial assets at amortized cost:
Trade receivables . . . . . ... ... ... ..... 104,995 75,666 64,666
Deposits and other receivables. . . . .. .. ... 1,153 1,074 2,116
Term deposits . . . . ... .. .. ... ... 500 20,622 -
Cash and cash equivalents . . ... ... ..... 274,417 549,521 2,022,075
381,065 646,883 2,088,857
Financial assets at FVOCI:
Bills receivables . . . ... ... ... ... .... 1,801 3,000 902
1,801 3,000 902
Financial liabilities
Financial liabilities measured at amortized cost:
Trade and bills payables. . . . .. ... ... ... 54,863 32,912 36,870
Other payables and accruals, excluding other
tax payables. . . .. ... ... L. 180,788 189,554 140,623
Lease liabilities . . . . . ... ... ... ...... 344 261 -
Borrowings. . . . ... ... 313,188 1,126,992 1,076,142

549,183 1,349,719 1,253,635

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The main risks arising from the Group’s financial instruments in the normal course of the Group’s business are
interest rate risk, credit risk, liquidity risk, equity price risk and foreign currency risk. These risks are limited by the
Group’s financial management policies and practices described below. Generally, the Group introduces conservative
strategies on its risk management. The Group has not used any derivatives and other instruments for hedging purposes
nor does it hold or issue derivative financial instruments for trading purposes.

(a) Interest rate risk

The Group’s interest-bearing financial instruments at variable rates as at December 31, 2022, 2023 and 2024
are the cash at bank and time deposits except for fixed deposits, and the cash flow interest risk arising from the
change of market interest rate on these balances of relatively short maturity is not considered significant. The Group’s
interest-bearing financial instruments at fixed interest rates as at December 31, 2022, 2023 and 2024 are fixed
deposits and the change of market interest rate does not expose the Group to fair value interest risk. The directors
of the Company consider that the Group’s exposure to interest rate risk is not significant and no sensitivity analysis
of interest rate risk is presented.

(b)  Credit risk
The Group’s credit risk is primarily attributable to its trade and bills receivables, deposits and other

receivables. Management has a credit policy in place and the exposures to these credit risks are monitored on an
ongoing basis.
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In respect of trade and bills receivables, deposits and other receivables, credit evaluations are performed on
all debtors. These evaluations focus on the customer’s past history of making payments when due and current ability
to pay, and take into account information specific to the customers as well as pertaining to the economic environment
in which the customers operate. Ongoing credit evaluation is performed on the financial condition of trade customers
and, where appropriate, credit guarantee insurance cover is purchased. Trade and bills receivables are due from the
date of billing. Normally, the Group does not obtain collateral from customers.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.
The default risk of the industry and country in which customers operate also has an influence on credit risk but to
a lesser extent. 81%, 79% and 66% of the Group’s trade and bills receivables was due from the Group’s largest
customer as at December 31, 2022, 2023 and 2024, respectively.

The Group
(i) Trade and bills receivables

The Group measures loss allowances for trade and bills receivables at an amount equal to lifetime ECLs
individually and collectively using a provision matrix. As the Group’s historical credit loss experience does not
indicate significantly different loss patterns for different customer bases, the loss allowance based on past due status

is not further distinguished between the Group’s different customer bases.

The following table provides information about the Group’s exposure to credit risk and ECLs for trade and bills
receivables as at the end of each reporting period:

Unbilled
and not yet 1-3 4-6 7-9 10 - 12 Over 12 Individually
past due months months months months months assessed Total
At December 31, 2022
Expected loss rate (%) . ... N/A 0.98% N/A  20.04% N/A N/A N/A
Gross carrying amount
(RMB’000) . ......... - 106,651 - 1,492 - - - 108,143
Loss allowance (RMB’000) . - (1,048) - (299) - - - (1,347)
At December 31, 2023
Expected loss rate (%) . . .. N/A 0.96% N/A 5.56% N/A  44.38% N/A
Gross carrying amount
(RMB’000) . ......... - 78,854 - 18 - 996 - 79,868
Loss allowance (RMB’000) . - (759) - (1) - (442) - (1,202)
At December 31, 2024
Expected loss rate (%) . ... N/A 0.99% N/A 5.00% N/A  89.46% N/A
Gross carrying amount
(RMB’000) . ......... - 126,146 - 4,879 - 1,015 - 132,040
Loss allowance (RMB’000) . - (1,243) - (244) - (908) - (2,395)

Expected loss rates are based on actual loss experience over the past 6 years. These rates are adjusted to reflect
differences between economic conditions during the Track Record Period over which the historical data has been
collected, current conditions and the Group’s view of economic conditions over the expected lives of the receivables.
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Movements in the loss allowance for impairment of trade and bills receivables are as follows:

Year ended December 31,

2022 2023 2024
RMB 000 RMB 000 RMB 000
At the beginning of the year . . ... ........ 413 1,347 1,202
Provision/(reversal of provision) for
loss allowance. . . . ... .............. 934 (145) 1,193
At theend of the year . . . . ... ... ... .... 1,347 1,202 2,395

Changes in loss allowance for impairment of trade and bills receivables during the Track Record Period were
mainly contributed from the followings:

- For the years ended December 31, 2022, 2023 and 2024, increase/(decrease) in the ending balances of
trade and bills receivables resulted in an increase/(decrease) in loss allowance of and RMB934,000,
RMB(145,000) and RMB1,193,000, respectively.

(ii)  Deposits and other receivables

In respect of deposits and other receivables, the Group has applied the general approach prescribed by IFRS
9, by measuring loss allowance at an amount equal to 12-month ECLs for deposits and other receivables. To measure
the ECLs, deposits and other receivables have been grouped based on shared credit risk characteristics, ECLs are
estimated based on historical credit loss experience, adjusted for factors that are specific to the debtors and general
economic conditions.

As at the end of each reporting period, all deposits and other receivables are measured at an amount equal to
12-month ECLs. However, when there has been a significant increase in credit risk since origination, the allowance
will be based on the lifetime ECLs. The following table provides information about the Group’s exposure to credit
risk and ECLs for deposits and other receivables:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Gross carrying amount
— Deposits and other receivables . ... ...... 1,214 1,131 2,347
Loss allowance
— Deposits and other receivables . ... ... ... 61 57 117

Movements in the loss allowance account for impairment of deposits and other receivables are as follows:

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
At the beginning of the year . ... ... ... ... 94 61 57
(Reversal of provision)/provision for
loss allowance. . . ... ... ............ (33) (4) 60

At the end of the year . . . . .. ... ... ... .. 61 57 117
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Changes in loss allowance for impairment of deposits and other receivables during the Track Record Period
were mainly contributed from the followings:

- For the years ended December 31, 2022, 2023 and 2024, (decrease)/increase in the ending balances of
deposits and other receivables resulted in a (decrease)/increase in loss allowance of RMB(33,000),
RMB(4,000) and RMB60,000, respectively.

In respect of the Group’s cash and cash equivalents and term deposits, the directors of the Company consider
the probability of default is low on these balances since the counterparties are financial institutions with high credit
ratings or with good reputation.

The Company
(it)  Trade and bills receivables

The Company measures loss allowances for trade and bills receivables at an amount equal to lifetime ECLs
individually and collectively using a provision matrix. As the Company’s historical credit loss experience does not
indicate significantly different loss patterns for different customer bases, the loss allowance based on past due status

is not further distinguished between the Company’s different customer bases.

The following table provides information about the Company’s exposure to credit risk and ECLs for trade and
bills receivables as at the end of each reporting period:

Unbilled
and not yet 1-3 4-6 7-9 10 - 12 Over 12 Individually
past due months months months months months assessed Total
At December 31, 2022
Expected loss rate (%) . . .. N/A 0.98% N/A 20.4% N/A N/A N/A
Gross carrying amount
(RMB’000) . ......... - 106,651 - 1,492 - - — 108,143
Loss allowance (RMB’000) . - (1,048) - (299) - - - (1,347)
At December 31, 2023
Expected loss rate (%) . ... N/A 0.96% N/A 5.56% N/A  44.38% N/A
Gross carrying amount
(RMB’000) . ......... - 78,854 - 18 - 996 - 79,868
Loss allowance (RMB’000) . - (759) - (D) - (442) - (1,202)
At December 31, 2024
Expected loss rate (%) . . .. N/A 4.91% N/A 5.00% N/A  89.46% N/A
Gross carrying amount
(RMB’000) . ......... - 62913 - 4,879 - 1,015 - 68,807
Loss allowance (RMB’000) . - (3,087) - (244) - (908) - (4,239)

Expected loss rates are based on actual loss experience over the past 6 years. These rates are adjusted to reflect
differences between economic conditions during the Track Record Period over which the historic data has been
collected, current conditions and the Company’s view of economic conditions over the expected lives of the
receivables.
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Movements in the loss allowance for impairment of trade and bills receivables are as follows:

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
At the beginning of the year . . . ... ... .... 413 1,347 1,202
Provision/(reversal of provision) for
loss allowance. . . ... ............... 934 (145) 3,037
At the end of the year . . . . ... ... ... .... 1,347 1,202 4,239

Changes in loss allowance for impairment of trade and bills receivables during the Track Record Period were
mainly contributed from the followings:

- For the years ended December 31, 2022, 2023 and 2024, increase/(decrease) in the ending balances of
trade and bills receivables resulted in an increase/(decrease) in loss allowance of and RMB934,000,
RMB(145,000) and RMB3,037,000, respectively.

(iii) Deposits and other receivables

In respect of deposits and other receivables, the Company has applied the general approach prescribed by IFRS
9, by measuring loss allowance at an amount equal to 12-month ECLs for deposits and other receivables. To measure
the ECLs, deposits and other receivables have been grouped based on shared credit risk characteristics, ECLs are
estimated based on historical credit loss experience, adjusted for factors that are specific to the debtors and general
economic conditions.

As at the end of each reporting period, all deposits and other receivables are measured at an amount equal to
12-month ECLs. However, when there has been a significant increase in credit risk since origination, the allowance
will be based on the lifetime ECLs. The following table provides information about the Company’s exposure to credit
risk and ECLs for deposits and other receivables:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
Gross carrying amount
— Deposits and other receivables . ... ... ... 1,214 1,131 2,227
Loss allowance
— Deposits and other receivables . .. ... .. .. 61 57 111

Movements in the loss allowance account for impairment of deposits and other receivables are as follows:

Year ended December 31,

2022 2023 2024
RMB 000 RMB 000 RMB 000
At the beginning of the year . . .. ... ... ... 94 61 57
(Reversal of provision)/provision for loss
allowance. . . . ... .. ... ... ... ... ... (33) (4) 54
At the end of the year . . . ... ... .. .. .... 61 57 111

Changes in loss allowance for impairment of deposits and other receivables during the Track Record Period
were mainly contributed from the followings:

- For the years ended December 31, 2022, 2023 and 2024, (decrease)/increase in the ending balances of

deposits and other receivables resulted in a (decrease)/increase in loss allowance of RMB(33,000),
RMB(4,000) and RMB54,000, respectively.
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In respect of the Company’s cash and cash equivalents and term deposits, the directors of the Company
consider the probability of default is low on these balances since the counterparties are financial institutions with high
credit ratings or with good reputation.

(¢c) Liquidity risk

Ultimate responsibility for liquidity risk management rests with the directors of the Company, which has built
an appropriate liquidity risk management framework for the management of the Group’s short, medium and long-term
funding and liquidity management requirements. The Group manages liquidity risk by maintaining adequate reserves.

The following tables detail the Group’s remaining contractual maturity for its non-derivative financial
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay. The tables include both interest and principal cash flows.
To the extent that interest flows are at floating rate, the undiscounted amounts are derived from current interest rate
at the end of each reporting period.

The Group
Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flows on demand 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
As at December 31, 2022
Trade and bills payables . . . . . 54,863 54,863 54,863 - - -
Other payables and accruals 180,788 180,788 180,788 - N N
Lease liabilities . . ... ... .. 344 350 350 - -
Borrowings . . . . ... ... ... 313,188 334,822 151,178 76,246 107,398 -
549,183 570,823 387,179 76,246 107,398 -
Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flows on demand 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
As at December 31, 2023
Trade and bills payables . . . . . 32,912 32,912 32,912 - - -
Other payables and accruals 189,554 189,554 189,554 - - -
Lease liabilities . . ... ... .. 261 263 263 - - -
Borrowings . . . ... ... ... 1,126,992 1,240,896 349,062 246,995 385,872 258,967
1,349,719 1,463,625 571,791 246,995 385,872 258,967
Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flows on demand 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
As at December 31, 2024
Trade and bills payables . . . . . 71,883 71,883 71,883 - - -
Other payables and accruals 142,631 142,631 142,631 - - -
Lease liabilities . . ... ... .. 67 67 67 - - -
Borrowings . . . . ... ... ... 1,112,130 1,244,892 335,835 163,592 465,163 280,302
1,326,711 1,459,473 550,416 163,592 465,163 280,302
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The Company

As at December 31, 2022

Trade and bills payables . . . . .

Other payables and accruals

Lease liabilities . . ... ... ..
Borrowings . . . .. ... ... ..

As at December 31, 2023

Trade and bills payables . . . . .

Other payables and accruals

Lease liabilities . . .. ... ...
Borrowings . . . . ... ... ...

As at December 31, 2024

Trade and bills payables . . . . .

Other payables and accruals

Borrowings . . . . ... ... ...

(d) Foreign currency risk

The Group

Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flows on demand 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
54,863 54,863 54,863 - - -
180,788 180,788 180,788 - - -
344 350 350 - - -
313,188 334,822 151,178 76,246 107,398 -
549,183 570,823 387,179 76,246 107,398 -
Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flows on demand 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
32,912 32,912 32,912 - - -
189,554 189,554 189,554 - - -
261 263 263 - - -
1,126,992 1,240,896 349,062 246,995 385,872 258,967
1,349,719 1,463,625 571,791 246,995 385,872 258,967
Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flows on demand 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
36,870 36,870 36,870 - - -
140,623 140,623 140,623 - - -
1,076,142 1,208,904 299,847 163,592 465,163 280,302
1,253,635 1,386,397 477,340 163,592 465,163 280,302

Foreign currency risk refers to the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Group has foreign currency exposures. Such exposures arise from the revenue as well as costs of services

in currencies other than the group entities’ functional currency.

The Group also has foreign currency exposures. Such exposures arise from the balances of assets and liabilities
in currencies other than the group entities’ functional currency. The carrying amounts of the foreign currency
denominated monetary assets and liabilities at the end of the reporting period are as follows:

Assets

EURO . . ... ... . . .. ..
United state dollars . . . . ... ... .........
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2022 2023 2024
RMB 000 RMB’000 RMB’000
Liabilities
EURO . . .. ... . . .. 26,322 48,969 41,768
United state dollars . . . . . ... ... ........ 28,402 7,908 1,748
54,724 56,877 43,516

Management monitors foreign currency exposure by closely monitoring the movements of foreign currency
rates. Management has set up a policy to require the group entities to manage their foreign exchange risk against their
respective functional currency.

The following table indicates the approximate change in the Group’s profit before tax in response to reasonably
possible changes in the foreign exchange rates to which the Group has significant exposure at the end of the reporting
period. A positive number below indicates an increase in profit before tax where the RMB strengthens against the
relevant currency. For a weakening of the RMB against the relevant currency, there would be an equal and opposite
impact on the profit before tax, and the balances below would be negative. The 5% change in foreign exchange rate
is used when reporting foreign currency risk internally to key management personnel and represents management’s
best assessment of the possible changes in foreign exchange rates.

The following sensitivity analysis has been determined based on the assumed percentage changes in foreign
exchange rates taking place at the beginning of the reporting year and held constant throughout the year.

2022 2023 2024
Increase/(decrease) in Increase/(decrease) in Increase/(decrease) in
profit before tax profit before tax profit before tax
EUR USD EUR USD EUR USD
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Changes in

exchange rate:
RMB appreciates by

5% against the

foreign currencies . . 867 989 2,431 (20,966) 2,088 (57,703)
RMB depreciates by

5% against the

foreign currencies . . (867) (989) (2,431) 20,966 (2,088) 57,703

The Company

Foreign currency risk refers to the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Company has foreign currency exposures. Such exposures arise from the revenue as well as costs of
services in currencies other than the Company’s functional currency.

The Company also has foreign currency exposures. Such exposures arise from the balances of assets and
liabilities in currencies other than the Company’s functional currency. The carrying amounts of the foreign currency
denominated monetary assets and liabilities at the end of the reporting period are as follows:

2022 2023 2024
RMB 000 RMB 000 RMB’000
Assets
EURO . . .. ... . .. 8,985 344 -
United state dollars . . . ... ... .......... 8,626 427,236 1,102,345

17,611 427,580 1,102,345
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2022 2023 2024
RMB’000 RMB’000 RMB’000
Liabilities
EURO . ... ... . .. ... 26,322 48,969 41,768
United state dollars . . . . . ... ... ........ 28,402 7,908 1,748
54,724 56,877 43,516

Management monitors foreign currency exposure by closely monitoring the movements of foreign currency
rates. Management has set up a policy to require the Company entities to manage their foreign exchange risk against
their respective functional currency.

The following table indicates the approximate change in the Company’s profit before tax in response to
reasonably possible changes in the foreign exchange rates to which the Company has significant exposure at the end
of the reporting period. A positive number below indicates an increase in profit before tax where the RMB strengthens
against the relevant currency. For a weakening of the RMB against the relevant currency, there would be an equal
and opposite impact on the profit before tax, and the balances below would be negative. The 5% change in foreign
exchange rate is used when reporting foreign currency risk internally to key management personnel and represents
management’s best assessment of the possible changes in foreign exchange rates.

The following sensitivity analysis has been determined based on the assumed percentage changes in foreign
exchange rates taking place at the beginning of the reporting year and held constant throughout the year.

2022 2023 2024
Increase/(decrease) in Increase/(decrease) in Increase/(decrease) in
profit before tax profit before tax profit before tax
EUR UsD EUR UsD EUR USD
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Changes in

exchange rate:
RMB appreciates by

5% against the

foreign currencies . . 867 989 2,431 (20,966) 2,088 (55,030)
RMB depreciates by

5% against the

foreign currencies . . (867) (989) (2,431) 20,966 (2,088) 55,030

40. CONTINGENCIES

During the year ended December 31, 2024, there were ongoing disputes and legal proceeding between Xiamen
Dangfeng Technology Co., Ltd. (“Dangfeng Technology”), one of the shareholders of the Company, and Zhu Xiaomin
(KWE]), an independent third party, as to the shareholding of Dangfeng Technology in the Company. In 2024, Zhu
Xiaomin brought a legal action against Dangfeng Technology and the Company, pursuant to which the alleged that
Dangfeng Technology held certain shares in the Company on trust for him, representing approximately 0.2% of the
total issued share capital as of February 28, 2025. As of December 31, 2024, such legal action was still ongoing and
has not yet been settled. Considering (i) as confirmed by the PRC legal adviser of the Company, the Company will
not be subject to cash or share payment obligations as a result of such legal proceeding, and (ii) the shares in dispute
only account for 0.12% of the total issued share capital as of February 28, 2025, which have no control or influence
in the daily operation of the Company, the directors of the Company are of the view that the dispute will not have
a material adverse impact on the financial position and operation of the Group.

41. SUBSEQUENT FINANCIAL INFORMATION

No audited financial statements have been prepared by the Group and the Company or any of the companies
comprising the Group in respect of any period subsequent to December 31, 2024.
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SHARES
Issuance of Shares

The capital of the Company is divided into shares. All shares of the Company, according
to the provisions of the Articles of Association, shall be issued as par value shares, with each
share having an equal amount.

The shares of the Company shall take the form of registered share certificates.

The issuance of shares by the Company shall adhere to the principles of openness,
fairness and impartialness, and each share in the same class shall carry the same rights.

For shares issued at the same time and within the same class, the conditions and price per
share must be the same; for the shares subscribed by any entity or individual, the price per
share paid must be the same.

Domestic unlisted shares and overseas listed shares issued by the Company shall rank pari
passu over any distribution by way of dividend (including distributions in cash and in kind) or
any other forms of distribution. The Company shall not exercise any right to freeze or
otherwise damage the rights attached to any shares directly or indirectly held by any person
only on the ground that the said person fails to disclose his/her equity to the Company.

All or part of the Company’s domestic unlisted shares may be converted into overseas
listed shares upon filing with the CSRC and approval by the Hong Kong Stock Exchange, and
the converted overseas listed shares may be listed and traded on overseas stock exchanges. The
listing and trading of the converted shares on an overseas stock exchange shall also comply
with the regulatory procedures, regulations and requirements of the relevant overseas securities
markets.

Increase, Decrease and Repurchase of Shares

The Company may, upon separate resolution by a shareholders’ general meeting, adopt
the following methods to increase its registered capital in accordance with its business and
development needs and pursuant to the laws, regulations and securities regulatory rules of the
place where the shares of the Company are listed:

(I) public offering of shares;

(IT) non-public offering of shares;

(IIT) allotting of bonus shares to existing shareholders;

(IV) conversion of funds in the capital reserve into share capital;

(V) any other means stipulated by laws or administrative regulations or approved by
relevant regulatory authorities.
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Subject to the laws, regulations and securities regulatory rules of the place where the
shares of the Company are listed, the Board of Directors may decide to issue no more than 50%
of the issued shares within three years under the authorization of the shareholders’ general
meeting. However, capital contributions in the form of non-monetary assets shall be resolved

by the shareholders’ general meeting.

When the Company reduces its registered capital, in principle, shares shall be reduced in
proportion to the shares held by shareholders; however, as otherwise provided by law or
approved by two thirds of the voting rights represented by the shareholders present at the
meeting, the capital contributions may be reduced in a targeted manner by some of the
shareholders or the shareholders may reduce their respective shares in a non-proportional

manner.

The Company shall not acquire its shares, except in any of the following circumstances:

(I) decreasing the registered capital of the Company;

(IT) merging with other companies holding shares of the Company;

(IIT) using shares for employee stock ownership plan or equity incentives;

(IV) acquiring the shares of shareholders who vote against any resolution adopted at the
shareholders’ general meeting on the merger or division of the Company and request

the Company to acquire their shares;

(V) using shares for conversion of corporate bonds issued by the Company which are

convertible into shares;

(VD) acquiring shares in a manner as necessary for maintenance of the Company’s value
and shareholders’ interests;

(VII) acquiring shares in other circumstances as permitted by the securities regulatory
rules of the place where the shares of the Company are listed.

Subject to the relevant securities regulatory rules of the place where the shares of the
Company are listed, the Company may acquire its shares through public centralized trading or
other ways as permitted by the laws, regulations, Hong Kong Listing Rules and relevant

regulatory authorities.

Where the Company acquires its shares under the circumstances prescribed in items (I)
and (II) of paragraph 1 of this article, such acquisition shall be approved by a resolution at a
shareholders’ general meeting. The acquisition by the Company of its own shares under
circumstances as mentioned in items (III), (V) and (VI) of paragraph 1 of this article shall be
proceeded by a public centralized trading method pursuant to the relevant securities regulatory
rules of the place where the shares of the Company are listed and upon approval by a resolution

—III-2 -



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

APPENDIX IIT SUMMARY OF ARTICLES OF ASSOCIATION

at a meeting of the Board of Directors attended by more than two thirds of all directors. If it
is otherwise specified in the securities regulatory rules of the place where the shares of the
Company are listed, such rules shall prevail, subject to the Company Law, the Securities Law,
the Guidelines for Articles of Association of Listed Companies and other relevant laws and
regulations.

Subject to the relevant securities regulatory rules of the place where the shares of the
Company are listed, the shares repurchased according to this article under the circumstance
stipulated in item (I) hereof shall be deregistered within 10 days from the date of repurchase
of shares; the shares shall be assigned or deregistered within six months if the repurchase of
shares is made under the circumstances stipulated in either item (II) or item (IV); and the shares
in the Company held in total by the Company after the repurchase of shares under any of the
circumstances stipulated in item (III), item (V) or item (VI) shall not exceed 10% of the
Company’s total outstanding shares, and shall be assigned or deregistered within three years.
If it is otherwise specified in the securities regulatory rules of the place where the shares of the
Company are listed, such rules shall prevail, subject to the Company Law, the Securities Law,
the Guidelines for Articles of Association of Listed Companies and other relevant domestic
laws and regulations.

In acquiring its shares, the Company shall perform its obligation of information
disclosure according to the provisions of the Securities Law and the securities regulatory rules
of the place where the shares of the Company are listed.

The Company or its subsidiaries (including its affiliates) shall not provide gifts, loans,
guarantees or other financial assistance for the acquisition of the Company’s shares by others,
except for the implementation of the Company’s employee stock ownership plan.

In the interest of the Company, the Company may, by resolution of the shareholders’
general meeting or by resolution of the Board of Directors under the authorization of the
shareholders’ general meeting, provide financial assistance for the acquisition of the
Company’s shares by others, provided that the cumulative total amount of financial assistance
shall not exceed 10% of the total amount of the issued share capital. Resolutions made by the
Board of Directors shall require approval from two thirds of all directors.

If the violations of the provisions outlined in the previous two paragraphs result in losses
to the Company, the responsible directors, supervisors, and senior management personnel shall
be held liable for compensation.

Transfer of Shares
Unless otherwise provided by laws, administrative regulations, departmental rules, and

securities regulatory rules of the place where the shares are listed, the shares of the Company

may be transferred according to law.

—III-3 -



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

APPENDIX IIT SUMMARY OF ARTICLES OF ASSOCIATION

All transfers of H shares shall be effected by an instrument of transfer made in writing
in a general or common form or in such other form acceptable to the Board of Directors
(including the standard transfer format or transfer form prescribed by the Hong Kong Stock
Exchange from time to time). The instrument of transfer can only be signed by hand or affixed
with a seal of the Company (if the Company is the transferor or the transferee). Where the
transferor or transferee is a recognized clearing house as defined by relevant regulations in the
laws of Hong Kong effective from time to time, or any of its agents, the written instrument of
transfer may be signed by hand or by print. All instruments of transfer shall be kept at the legal
address of the Company or other place designated by the Board of Directors from time to time.

Share Register

The Company shall make a share register in accordance with evidentiary documents
provided by the securities registration authorities, which register bears adequate evidence of
shareholders holding shares of the Company. The original of register of holders of H shares
shall be kept in Hong Kong for shareholders’ inspection, but the Company may suspend the
registration of shareholders in accordance with the provisions of applicable laws and
regulations and the securities regulatory rules of the place where the shares of the Company
are listed, e.g., the equivalent provision of Section 632 of the Companies Ordinance. If the
applicable laws, administrative regulations, departmental rules, regulatory documents and
securities regulatory rules of the place where the shares of the Company are listed have special
provisions on the suspension of the registration of changes in the share register, such
provisions shall apply.

If the Company convenes a shareholders’ general meeting, distributes dividends, conducts
liquidation or performs other activities that require determining the identity of the
shareholders, the Board of Directors or the convener of the shareholders’ general meeting shall
determine the date of record, and shareholders registered in the share register after market
closing on the date of record shall be shareholders who enjoy the relevant rights and interests.

SHAREHOLDERS AND SHAREHOLDERS’ GENERAL MEETING

Rights and Obligations of the Shareholders

The shareholders of the Company shall have the following rights:

(I) obtaining dividends and any other form of profit distribution based on the proportion
of shares held by them;

(IT) requiring, convening, chairing, attending or appointing a proxy to attend a
shareholders’ general meeting pursuant to the laws and exercising the corresponding
voting rights;

(III) supervising, presenting suggestions on or making inquiries about the business
operations of the Company;
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(IV) transferring, gifting or pledging their shares in accordance with laws, administrative

regulations and the Articles of Association;

(V) inspecting and replicating the Articles of Association, share register, minutes of
shareholders’ general meetings, resolutions of meetings of the Board of Directors,
resolutions of meetings of the Board of Supervisors and financial and accounting
reports;

(VI) Participating in the distribution of the Company’s residual assets based on their

shareholding upon termination or liquidation of the Company;

(VII) requiring the Company to repurchase their shares in the event of objection to
resolutions of the shareholders’ general meetings concerning merger or division of
the Company;

(VIII) enjoying other rights stipulated by laws, administrative regulations, departmental
rules and the Articles of Association.

The shareholders of the Company shall have the following obligations:

(I) to abide by laws, administrative regulations and the Articles of Association;

(II) to pay subscription monies according to the number of shares subscribed and the

method of subscription;

(ITT) not to make divestment unless in the circumstances stipulated by laws and

administrative regulations;

(IV) not to abuse shareholder’s right to prejudice the interests of the Company or other
shareholders; not to abuse the independent status of legal person of the Company or
shareholder’s limited liability to prejudice the interests of the creditors of the
Company;

(V) to assume other obligations as provided by the laws, administrative regulations,
departmental rules, securities regulatory rules of the place where the shares of the
Company are listed and the Articles of Association.

Shareholders who abuse shareholders’ rights and cause damages to the Company and
other shareholders shall be liable for compensation pursuant to the law. Shareholders who
abuse the independent status of legal person of the Company and shareholders’ limited liability
to evade debts and severely infringe upon interests of the Company’s creditors shall assume
joint and several liabilities for the Company’s debts.
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The controlling shareholder and actual controlling person of the Company shall perform
fiduciary duty to the Company and general public shareholders thereof. The controlling
shareholder shall exercise contributor’s rights in strict accordance with law, shall not damage
the legitimate rights and interests of the Company and general public shareholders by such
means as profit distribution, asset reorganization, external investment, fund appropriation and
loan guarantee and shall not abuse its controlling status to damage the interests of the Company
and general public shareholders.

Proxies of Shareholders

A shareholder may either attend the shareholders’ general meeting(s) in person, or appoint
a proxy to attend, speak and vote on his/her behalf. Such proxy need not be a shareholder of
the Company.

A shareholder who appoints a proxy to attend the shareholders’ general meeting shall
specify the matters delegated and the scope and term of authorization, and the proxy is required
to submit the shareholder’s power of attorney to the Company and exercise the voting rights
within the scope of authorization.

The power of attorney used by shareholders to appoint proxies to attend the shareholders’
general meeting shall contain the following information:

(I) the name of the proxy;
(II) whether or not the proxy has any voting right;

(IIT) instructions to vote for or against or abstain from voting on each matter under
consideration included in the agenda of the shareholders’ general meeting;

(IV) the date of issue and validity period of the power of attorney;

(V) signature (or seal) of the principal. If the principal is a corporate shareholder, the
corporate seal shall be affixed.

Such a power of attorney shall specify that in default of directives from the shareholder,
the proxy may vote at his/her own discretion.

Where the instrument of proxy is signed by a person authorized by the principal, the
power of attorney or other documents authorizing such person to sign the instrument of proxy
shall be notarized. The notarized power of attorney or other authorization documents, together
with the instrument of proxy, shall be lodged at the address of the Company or at other places
specified in the notice of meeting.
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Where the principal is a legal person, its legal representative or a person authorized by

the Board of Directors or other decision-making body shall attend the shareholders’ general

meeting of the Company on its behalf.

Powers of Shareholders’ General Meetings and Matters to be Determined

The shareholders’ general meeting is the organ of authority of the Company, and shall

exercise following functions and powers:

ey

(ID)

(IIT)

(Iv)

V)

(VD

(VII)

(VII)

(IX)

(X)

(XD

(XII)

to elect and replace directors and supervisors, and to determine the remuneration of

the relevant directors and supervisors;

to consider and approve the reports of the Board of Directors;

to consider and approve the reports of the Board of Supervisors;

to consider and approve the profit distribution plans and loss recovery plans of the
Company;

to resolve on increase or decrease of the registered capital of the Company;

To resolve on issuance of bonds of the Company;

To resolve on the merger, division, dissolution, liquidation or change in corporate
form of the Company;

to amend the Articles of Association;

to resolve on the engagement and dismissal of the accounting firm providing audit

services for the Company;

to consider equity incentive scheme and employee stock ownership plan of the
Company;

to consider the Company’s proposed investments in other enterprises that exceed the
limits approved by the Board of Directors;

to consider the Company’s external loans and guarantees (except for entities within
the scope of consolidated financial statements).

External guarantees of the Company (except for entities within the scope of the
consolidated financial statements) shall be considered and approved by the Board of
Directors and then submitted to the shareholders’ general meeting for approval.
External guarantees not approved by the competent decision-making body of the
Company are invalid and the Company shall not bear any legal responsibility.
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(XIII) to deliberate matters regarding the purchase or sale of material assets by the
Company within one year that exceed 30% of the latest audited total assets of the
Company;

(XIV) to consider and approve matters relating to the modification of raised fund purposes;

(XV) to consider other matters which should be decided by the shareholders’ general
meeting as stipulated by laws, administrative regulations, departmental rules,
securities regulatory rules of the place where the shares of the Company are listed
or the Articles of Association.

When the shareholders’ general meeting considers a connected transaction, the connected
shareholders may provide appropriate representations regarding the transaction but shall not
participate in the voting on the transaction. The number of shares with voting rights they
represent shall not be included in the total number of valid votes. Voting on the connected
transaction shall be carried out by the unconnected shareholders present at the meeting, and a
majority of valid votes in favor of the connected transaction shall constitute approval. If the
transaction involves a resolution to amend the Articles of Association, increase or decrease the
registered capital, or address matters related to the merger, division, dissolution or change in
corporate form of the Company, it requires approval from more than two thirds of the valid
voting rights. The announcement of the resolution of a shareholders’ general meeting shall
fully disclose the votes of the unconnected shareholders.

Shareholders (including proxies) may exercise their voting rights in respect of the number
of shares held by them which carry the right to vote, and each share shall carry one vote, unless
otherwise specified in laws, administrative regulations, departmental rules, regulatory
documents and securities regulatory rules of the place where the shares of the Company are
listed.

When a shareholders’ general meeting deliberates significant matters which have an
impact on the interests of small and medium investors, the votes of small and medium investors
shall be calculated separately. The separate counting results shall be disclosed responsively and
publicly in accordance with relevant laws, regulations and securities regulatory rules of the
place where the shares of the Company are listed.

The shares of the Company held by the Company itself shall have no voting right and
shall not be included in the total number of shares with voting rights of the shareholders who
are present at the shareholders’ general meeting.

When any resolution is to be made at the shareholders’ general meeting, it shall be
adopted by shareholders representing more than half of the voting rights of the shareholders in
presence. However, when the shareholders’ general meeting makes a resolution to modify the
Articles of Association, increase or reduce the registered capital, or address matters relating to
the merger, division, dissolution or change in the corporate form, such a resolution shall be
approved by more than two thirds of the voting rights (excluding treasury shares, if any)
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represented by the shareholders present at the shareholders’ general meeting. If the issued share
capital of the Company includes shares of different classes, matters involving amendments to
the Articles of Association, increase or reduction of registered capital and mergers, divisions,
dissolutions or changes in the corporate form of the Company which may affect the rights of
the holders of different classes of shares shall, in addition to being resolved by a special
resolution of a shareholders’ general meeting in accordance with the provisions of this article,
be approved by more than two thirds of the voting rights represented by the shareholders
present at the class shareholders’ general meetings.

Convening, Proposals and Notice of Shareholders’ General Meetings

Shareholders’ general meetings shall be convened by the Board of Directors. Independent
non-executive directors shall be entitled to propose to the Board of Directors to convene an
extraordinary shareholders’ general meeting. Where independent non-executive directors
propose to convene an extraordinary shareholders’ general meeting, the Board of Directors
shall, pursuant to the provisions of laws, administrative regulations, securities regulatory rules
of the place where the shares of the Company are listed and the Articles of Association, issue
a written reply on whether or not to approve the convening of the extraordinary shareholders’
general meeting within 10 days upon the receipt of the proposal. If the Board of Directors
agrees to convene the extraordinary shareholders’ general meeting, it shall serve a notice of
such meeting within five days after such resolution is made. If the Board of Directors does not
agree to convene the extraordinary shareholders’ general meeting, it shall give the reasons and
publish an announcement in respect thereof.

The Board of Supervisors shall be entitled to propose to the Board of Directors to convene
an extraordinary shareholders’ general meeting, and such proposal shall be made in writing to
the Board of Directors. The Board of Directors shall, pursuant to laws, administrative
regulations, securities regulatory rules of the place where the shares of the Company are listed
and the Articles of Association, reply in writing on whether or not to agree on the convening
of the extraordinary shareholders’ general meeting within 10 days after receipt of the proposal.
If the Board of Directors agrees to convene the extraordinary shareholders’ general meeting,
it shall serve a notice of such meeting within five days after such resolution is made. Any
change to the original proposal set forth in the notice shall be subject to approval by the Board
of Supervisors.

On the one-share, one-vote basis, the shareholders holding 10% or more of the Company’s
shares (excluding treasury shares, if any) separately or in aggregate shall have the right to
request the Board of Directors to convene an extraordinary shareholders’ general meeting and
such proposal shall be made to the Board of Directors in writing. The Board of Directors shall,
pursuant to laws, administrative regulations, securities regulatory rules of the place where the
shares of the Company are listed and the Articles of Association, reply in writing on whether
or not to agree on the convening of the extraordinary shareholders’ general meeting within 10

days upon the receipt of the request.
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Where the Board of Directors agrees to convene the extraordinary shareholders’ general
meeting, it shall serve a notice of such meeting within five days after such resolution is made.
Any change to the original request set forth in the notice shall be subject to approval by the
relevant shareholders.

If the Board of Directors does not agree to convene the extraordinary shareholders’
general meeting or fails to give a written reply within 10 days after receipt of the request, the
shareholders holding more than 10% of the Company’s shares separately or in aggregate shall
have the right to propose to the Board of Supervisors on convening of an extraordinary
shareholders’ general meeting and such proposal shall be made to the Board of Supervisors in
writing.

Where the Board of Supervisors gives consent for convening an extraordinary
shareholders’ general meeting, a notice of such meeting shall be issued within five days upon
the receipt of the request and the changes to the original request set forth in the notice shall
be subject to approval by the relevant shareholders.

Where the Board of Supervisors fails to issue a notice of a shareholders’ general meeting
within the stipulated period, the Board of Supervisors shall be deemed as not convening and
chairing the shareholders’ general meeting, and the shareholders who hold more than 10% of
the Company’s shares individually or jointly for more than 90 consecutive days may proceed
to convene and chair a shareholders’ general meeting on their own initiative.

If the shareholders’ general meeting is convened by the Board of Supervisors or
shareholders on their own, a written notice shall be issued to the Board of Directors, and such
meeting shall be filed with the stock exchange of the place where the shares of the Company
are listed.

The shares held by the convening shareholders prior to the announcement of the
resolution of the shareholders’ general meeting shall not be below 10% of the shares of the
Company.

The Board of Supervisors or convening shareholders shall submit the relevant supporting
materials to the securities regulatory authority of the place where the Company is registered
and the stock exchange of the place where the shares of the Company are listed at the time of
the issuance of notice of the shareholders’ general meeting as well as of the announcement of
the resolutions passed by such meeting.

With regard to the shareholders’ general meeting convened by the Board of Supervisors
or shareholders on its/their own initiative, the Board and the secretary to the Board shall offer
cooperation. The Board of Directors shall provide a share register as of the equity registration
date.
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Annual shareholders’ general meetings shall be convened once a year within six months
after the end of the preceding fiscal year. In any of the following circumstances, the Board of
Directors shall convene an extraordinary shareholders’ general meeting within two (2) months:

(I)  the number of directors falls short of the quorum stipulated in the Company Law or
is less than two thirds of the number specified in the Articles of Association;

(IT) the unrecovered losses of the Company amount to one third of the total amount of
its share capital;

(III) when shareholders severally or jointly holding more than 10% shares of the
Company request in writing to hold such meeting; (calculated as per the shares of
the Company held by the shareholder at the date on which such written request is
made by such shareholder)

(IV) when the Board of Directors deems necessary;

(V) when the Board of Supervisors proposes to convene such meeting;

(VI) other circumstances stipulated by laws, administrative regulations, departmental

rules, Listing Rules of the Stock Exchange and the Articles of Association occur.

For a shareholders’ general meeting to be held, a notice shall be given in written form
(including via announcement) to each shareholder 20 days in advance, which shall state the
time and venue of the meeting, and the matters to be deliberated at the meeting. For an
extraordinary shareholders’ general meeting, a notice shall be given in written form (including
via announcement) to each shareholder 15 days in advance, unless all shareholders agree that
the notice of this meeting may be exempted from the time limit or notification rules for notices.

The content of a proposal shall fall within the scope of the shareholders’ general
meeting’s powers, have a clear topic and specific resolution items, and comply with relevant
provisions of laws, administrative regulations, the securities regulatory rules of the place where
the shares of the Company are listed, and the Articles of Association of the Company.

Shareholder(s) severally or jointly holding more than 1% shares of the Company may
submit written provisional proposals to the Board of Directors 10 days before a shareholders’
general meeting is convened. The provisional proposals shall cover specific topics for
discussion and specific issues to be resolved. The Board of Directors shall notify other
shareholders within two days after receiving the proposal, announce the content of the
provisional proposal, and submit the provisional proposal to the shareholders’ general meeting
for deliberation, except where the provisional proposal violates laws, administrative
regulations or the Company’s Articles of Association, or falls outside the scope of the powers
of the shareholders’ general meeting. Regarding the publication of supplementary notices for
shareholders’ general meeting, if there are special provisions in the securities regulatory rules
of the place where the shares of the Company are listed, and provided that they do not violate
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applicable domestic laws and regulations such as the Company Law and the Guidelines for
Articles of Association of Listed Companies, such provisions shall prevail. If, in accordance
with the securities regulatory rules of the place where the shares of the Company are listed, the
shareholders’ general meeting needs to be postponed due to the publication of supplementary
notices for the shareholders’ general meeting, the convening of the shareholders’ meeting shall
be postponed in accordance with the securities regulatory rules of the place where the shares
of the Company are listed.

Save as specified in the preceding paragraph, the convener shall not change the proposals
set out in the notice of shareholders’ general meeting or add any new proposal after the said
notice is served via announcement.

The shareholders’ general meeting shall not make resolutions on matters not listed in the
notice or matters that do not comply with relevant provisions of laws, administrative
regulations, the securities regulatory rules of the place where the shares of the Company are
listed, and the Articles of Association of the Company.

The notice of a shareholders’ general meeting shall specify:

(I) the time, venue and duration of the meeting;

(IT) the matters and proposals submitted for consideration at the meeting;

(III) a clear statement that all shareholders of ordinary shares (including shareholders of
preferred shares whose voting rights have been restored) are entitled to attend the
shareholders’ general meeting and appoint proxies in writing to attend and vote at

such meeting and that such proxies need not be shareholders of the Company;

(IV) the equity registration date of shareholders entitled to attend the shareholders’
general meeting;

(V) the name and telephone number of the coordinator of the meeting;

(VI) where a shareholders’ general meeting is held via online or other means, the voting

time and voting procedure of such means.

Notices or supplementary notices of shareholders’ general meetings shall adequately and
completely disclose the specific contents of all proposals. Where the opinions of an
independent director are required on the matters to be discussed, such opinions and reasons
thereof shall be disclosed when the notices or supplementary notices of shareholders’ general
meetings are served.
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The Company allows hybrid shareholders’ general meetings, enabling shareholders to
attend the meetings virtually through technological means. The Company may also allow
shareholders to vote via online or other electronic means, and shall clearly state in the notice
of the shareholders’ general meeting the voting time and voting procedures for the online or
other means. The time to start voting at a shareholders’ general meeting held via online or other
means shall not be earlier than 3:00 PM of the day preceding the date of the onsite
shareholders’ general meeting or later than 9:30 AM of the date of the onsite shareholders’
general meeting, and shall not conclude earlier than 3:00 PM of the date of the onsite
shareholders’ general meeting.

The interval between equity registration date and the date of the meeting shall not be more

than 7 working days. The equity registration date shall not be changed once confirmed.

DIRECTORS AND SENIOR MANAGEMENT

Appointment, Removal and Retirement

A director is elected or replaced by the shareholders’ general meeting, and his/her
positions may be terminated by the shareholders’ general meeting before the expiration of
his/her terms of office. The term of office for directors is three years. Upon the expiration of
a director’s term, they may be re-elected for consecutive terms in accordance with the
securities regulatory rules of the place where the shares of the Company are listed. The Board
of Directors has the power to appoint any person to fill a temporary vacancy on the Board or
to increase the number of directors on the Board. Any person so appointed by the Board to fill
a temporary vacancy or increase the Board’s size shall hold office only until the issuer’s first
annual shareholders’ general meeting following their appointment and shall be eligible for
re-election at that meeting.

If any director violates the laws, administrative regulations, departmental rules, the
securities regulatory rules of the place where the shares of the Company are listed or the
Articles of Association in fulfilling his/her duties, thereby incurring any loss of the Company,
the said director shall be liable for compensation. Any director who has left his office without
authorization or is negligent in performing his duties before his term of office expires and
thereby caused the Company to incur a loss shall be liable for compensation.

Directors shall observe laws, administrative regulations and the Articles of Association,
and fulfill the following obligations of loyalty:

(I) not to abuse their official powers to accept bribes or other unlawful income, and not
to expropriate the Company’s property;

(IT) not to embezzle monies of the Company;

(IIT) not to open in their own names or in others’ names any bank account for the purpose
of depositing any of the Company’s assets or monies;
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(Iv)

V)

(VD

(VII)

(VII)

(IX)

(X)

not to lend monies of the Company to other persons or provide guarantee for other
persons with the property of the Company counter to the Articles of Association or
without the consent of the shareholders’ general meeting or the Board of Directors;

not to conclude any contract or conduct any transaction with the Company counter
to the Articles of Association or without the consent of the shareholders’ general
meeting;

without the consent of the shareholders’ general meeting, not to take advantage of
their positions to seek for themselves or others any business opportunities that are
due to the Company, or conduct for themselves or others any businesses similar to
those of the Company;

not to take as their own any commission for any transaction with the Company;

not to disclose the Company’s secrets without authorization, not to leak any
significant information that has not been disclosed, and not to seek illegal gains
taking advantage of insider information; and to fulfill the non-competition
obligations agreed upon with the Company after leaving the Company;

not to use their connected relations to damage the interests of the Company;
to fulfill other duties of loyalty specified by laws, administrative regulations,

departmental rules, securities regulatory rules of the place where the shares of the
Company are listed and the Articles of Association.

Earnings obtained by directors counter to the provisions above shall belong to the

Company, and the directors shall be liable for compensation for any loss incurred to the

Company.

The

provisions on the directors’ obligations of loyalty shall also apply to senior

management members.

Directors shall observe laws, administrative regulations and the Articles of Association,

and fulfill the following duties of diligence:

@D

(1D

(11T

to exercise the rights conferred by the Company with due discretion, care and
diligence to ensure the business operations of the Company comply with State laws,
administrative regulations and economic policies, and do not go beyond the business
scope specified in the business license of the Company;

to treat all shareholders impartially;

to keep informed of the business operations and management of the Company;
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(IV) to sign written opinions on the regular reports of the Company; to ensure the
information disclosed by the Company is true, accurate and complete;

(V) to honestly provide the Board of Supervisors with relevant information and data, and
not to prevent the Board of Supervisors or supervisors from exercising their
functions and powers;

(VD) to fulfill other duties of diligence specified by laws, administrative regulations,
departmental rules, securities regulatory rules of the place where the shares of the
Company are listed and the Articles of Association.

The provisions in (IV), (V) and (VI) on the directors’ duties of diligence shall also apply
to senior management members.

The Company shall have one general manager, several deputy general managers, one
chief financial officer and one secretary to the Board. The general manager, deputy general
managers, chief financial officer and the secretary to the Board are senior management
members of the Company and are appointed or dismissed by the Board. The Board of Directors
of the Company may decide that a member of the Board of Directors concurrently serve as the
manager.

The Company shall have a secretary to the Board to see to the preparations for
shareholders’ general meetings and Board meetings, keeping of documentation and
shareholders’ data, handling of matters relating to information disclosure, etc.

The secretary to the Board shall observe the laws, administrative regulations,
departmental rules and the Articles of Association.

If any member of senior management violates the laws, administrative regulations,
departmental rules or the Articles of Association in fulfilling his/her duties to the Company,
thereby incurring any loss of the Company, the said member shall be liable for compensation.

The senior management of the Company shall faithfully perform their duties and
safeguard the best interests of the Company and all shareholders. If the senior management
members of the Company fail to faithfully perform their duties or violate the duty of
good-faith, causing damage to the interests of the Company and the holders of publicly-traded
shares, they shall bear compensation liability in accordance with the law.

When a director, supervisor or senior management member directly or indirectly enters
into a contract or conducts a transaction with the Company, they shall report the matters related
to the contract-making or transaction to the Board of Directors and obtain the approval of the
Board of Directors through a resolution in accordance with the provisions of the Articles of
Association.
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The provisions of the preceding paragraph shall apply when a close relative of a director,
supervisor or senior management member, an enterprise directly or indirectly controlled by a
director, supervisor, senior management member or their close relatives, or an affiliated person
having other affiliated relationships with a director, supervisor or senior management member
enters into a contract or conducts a transaction with the Company.

A director, supervisor or senior management member shall not take advantage of their
positions to seek for themselves or for others business opportunities that should belong to the

Company. However, this does not apply in any of the following circumstances:

(I) they have reported the matter to the Board of Directors and obtained the approval
of a board resolution in accordance with the Articles of Association;

(IT) the Company is unable to take advantage of such business opportunities according
to laws, administrative regulations or the provisions of the Articles of Association.

A director, supervisor or senior management member shall not operate, either on their
own account or for others, businesses of the same kind as those of the Company where they
serve, unless they report the matter to the Board of Directors and obtain the approval of a board

resolution in accordance with the Articles of Association.

Any income derived by directors, supervisors and senior management members in

violation of the above-mentioned provisions shall belong to the Company.

FINANCIAL AND ACCOUNTING SYSTEMS, PROFIT DISTRIBUTION AND AUDIT

Accounting and Auditing

The Company shall formulate its financial and accounting systems in accordance with
relevant laws, administrative regulations and the provisions of the relevant financial authority
of the State Council.

The Company shall submit and disclose its annual report within four months after the end
of each fiscal year in accordance with relevant regulatory requirements, and submit and
disclose its interim report within three months after the end of the first half of each fiscal year

in accordance with relevant regulatory requirements.
The aforesaid annual reports and interim reports shall be prepared in accordance with

relevant laws, administrative regulations, departmental rules and the securities regulatory rules
of the place where the shares of the Company are listed.
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Profit Distribution

When the Company distributes the after-tax profits of the current year, it shall allocate
10% of the profits to the Company’s statutory reserve fund. Such allocation may be stopped
when the statutory reserve fund of the Company has accumulated to at least 50% of the
registered capital of the Company.

If the statutory reserve fund of the Company is insufficient to recover the losses of the
preceding year, the profits of the current year shall first be used to recover the said losses

before being allocated to the statutory reserve fund as per the preceding paragraph.

After statutory reserve fund is withdrawn out of the after-tax profits, discretionary reserve
fund may also be withdrawn out of the same as per a resolution made at a shareholders’ general
meeting.

The after-tax profits remaining after recovery of losses and withdrawal of reserve funds
may be distributed to the shareholders in proportion to their shareholding percentages.

The shares of the Company held by the Company shall not be subject to profit
distribution.

The reserve funds of the Company shall be used to make up for the losses, enhance the
operating scale or increase the registered capital of the Company.

When using the reserve funds to make up for the Company’s losses, the Company shall
first use the discretionary reserve fund and the statutory reserve fund. If the losses cannot be
fully made up, the Company may then use the capital reserve fund in accordance with relevant
regulations.

When converting the statutory reserve fund into an increase in the registered capital, the
remaining amount of this reserve fund shall not be less than 25% of the Company’s registered

capital before the conversion.

Merger, Division, Dissolution and Liquidation of the Company

For a merger, the merging parties shall execute a merger agreement and prepare a balance
sheet and an inventory of assets. The Company shall notify all creditors within 10 days after
adoption of the merger resolution and shall make an announcement on a qualified media and
the HKEXnews website (www.hkexnews.hk) within 30 days. The creditors may require the

Company to repay debts or provide corresponding guarantees within 30 days after receipt of
the notice or within 45 days after the announcement if the creditors haven’t received the notice.

Upon merger, the credits and liabilities of each of the merged parties shall be assumed by
the surviving party or the newly established company.
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Where the Company is divided, its properties shall be divided accordingly.

Where the Company is divided, a balance sheet and an inventory of assets shall be
prepared. The Company shall notify all creditors within 10 days after adoption of the division
resolution and shall make an announcement on a qualified media and the HKEXnews website
(www.hkexnews.hk) within 30 days.

The Company dissolves for the following reasons:

(I) the term of operation specified in the Articles of Association expires or any other
circumstance for dissolution specified in the Articles of Association arises;

(IT) the shareholders’ general meeting resolves to dissolve the Company;

(IIT) dissolution is necessary due to a merger or division of the Company;

(IV) the business license is revoked according to law, or the Company is ordered to close
or is cancelled;

(V) if the Company gets into serious trouble in operations and management and its
continued existence may incur material losses of the interests of the shareholders,
and no solution can be found through any other channel, the shareholders holding
more than 10% of the total voting rights of the Company may request the people’s

court to dissolve the Company.

If a company is dissolved due to the circumstances stipulated in items (1), (2), (4) or (5)
of Paragraph 1 of Article 229 of the Company Law, it shall be liquidated. Directors are the
liquidation obligors of the Company. They shall form a liquidation team to conduct liquidation
within 15 days from the date when the grounds for dissolution occur.

The Company’s liquidation group is composed of directors, except for those selected by
a resolution of the shareholders’ general meeting.

If the liquidator fails to perform liquidation duties in a timely manner, causing losses to

the Company or creditors, he/she shall be liable for compensation.

The Company shall carry out liquidation in accordance with the provisions of the first
paragraph of the preceding article. If a liquidation group is not established for liquidation
within the specified period or if the liquidation group is established but fails to carry out the
liquidation, interested parties may request the people’s court to designate relevant personnel to
form a liquidation group for the purpose of liquidation. If the Company is dissolved due to the
revocation of its business license, being ordered to close, or being revoked, the department or
company registration authority that made the decision to revoke the business license, order the
closure, or revoke the Company may apply to the people’s court to designate relevant personnel
to form a liquidation group for the purpose of liquidation.
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The liquidation group shall exercise the following functions and powers during the course
of the liquidation:

(I) to liquidate the Company’s assets and produce a balance sheet and schedule of
assets;

(IT) to notify the Company’s creditors by way of notice or public announcement;

(IIT) to manage and clear the remaining business of the Company;

(IV) to pay outstanding taxes and any tax liability incurred in the course of the
liquidation;

(V) to settle claims and debts;

(VD) to deal with the surplus assets remaining after the Company’s debts have been
repaid; and

(VII) to represent the Company in any civil litigation to which it is a party.

The liquidation group shall, within ten days of its formation, notify the Company’s
creditors of its formation, and shall make a public announcement in qualified media and on the
HKEX website of the Hong Kong Stock Exchange (www.hkexnews.hk) within 60 days of its

formation. Any creditor shall, within 30 days of receipt of a notice or within 45 days of the

public announcement in the event that the relevant creditor does not receive a notice, make a
claim to the liquidation group on the debt owed to it/him.

The liquidation group shall, after liquidating the assets of the Company and producing a
balance sheet and schedule of assets, draft a liquidation plan and present it to the shareholders’
general meeting or to the people’s court for confirmation.

Any remaining assets after payment of liquidation expenses, employee wages, social
insurance premiums and statutory indemnity premiums, outstanding taxes and outstanding
debts may be distributed on a prorate basis in accordance with the respective proportion of
stock held by each shareholder.

The Company in liquidation shall continue in existence during the course of the
liquidation but may not conduct any business unconnected with the liquidation. No assets of
the Company may be distributed to any shareholder s prior to repaying debts in accordance
with the provisions.

Where, after liquidating the assets of the Company and formulating a balance sheet and

schedule of assets, the liquidation group finds that the Company’s assets are insufficient to
meet its obligations in full, it shall file a bankruptcy petition with the people’s court.
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Where the people’s court declares the Company bankrupt by a ruling, the liquidation

group shall hand over administration of the liquidation to the people’s court.

Following completion of the liquidation of the Company, the liquidation group shall draft
a liquidation report and submit it to the shareholders’ general meeting or to the people’s court
for confirmation, submit it to the company registration authority to apply for the cancellation
of the registration of the Company, and publish a public announcement relating to the
termination of the Company.

OTHER SIGNIFICANT PROVISIONS RELATED TO THE COMPANY AND ITS
SHAREHOLDERS

Board of Directors

The Board of Directors shall exercise the following functions and powers:

(I) to convene the shareholders’ general meetings and report to the shareholders’
general meetings on its work;

(IT) to execute resolutions of the shareholders’ general meetings;

(III) to determine the Company’s operational plans and investment plans;

(IV) to formulate the Company’s profit distribution plans and loss recovery plans;

(V) to formulate the Company’s plans on the increase or reduction of its registered

capital and on the issuance of corporate bonds;

(VD) to formulate the Company’s plans on the merger, division, dissolution or
transformation of the Company;

(VII) to make decisions on the establishment of the Company’s internal management
departments;

(VII) to decide on the appointment and dismissal and remunerations of the general
manager and the secretary to the Board of the Company as nominated by the
chairman of the Board of Directors; the deputy general manager, chief financial
officer and other senior management as nominated by the chairman of the Board of
Directors or the general manager after consideration and approval by the nomination
committee;

(IX) to develop the company’s basic management system; and

(X) to decide on the Company’s investment in other enterprises within the specified
limits;
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(XI) to formulate proposals for amendments to the Articles of Association;

(XII) to manage the Company’s information disclosure matters;

(XII) to decide on the employment or dismissal of accounting firms responsible for audit
business of the Company;

(XIV) to listen to the work reports of the Company’s managers and review their

performance;

(XV) to consider contracts or transactions entered into directly or indirectly between the
Company and directors, supervisors, senior management and enterprises controlled
by them, or close relatives of directors, supervisors and senior management and
enterprises controlled by those relatives, or other related parties associated with
directors, supervisors, and senior management;

(XVI) to consider matters that are required by laws, administrative regulations,
departmental rules, securities regulatory rules of the place where the shares of the
Company are listed, or the Articles of Association to be determined by the Board of
Directors;

(XVII) to exercise other functions and powers granted by laws, administrative regulations,
departmental rules, securities regulatory rules of the place where the shares of the

Company are listed, or the Articles of Association.

Matters that exceed the scope of authority granted by the shareholders’ general meeting

shall be submitted to the shareholders’ general meeting for consideration.

No meeting of the Board of Directors may be held unless a majority of directors are
present. Any resolution of the Board of Directors shall be adopted by a majority of directors.

Each director shall have one vote in any resolution put to a vote of the Board of Directors.

If a director has a related party relationship with the enterprise or individual involved in
the matters being resolved at the meeting of the Board of Directors, that director shall promptly
report in writing to the Board of Directors. Directors with a related party relationship shall not
exercise their voting rights on that resolution nor act as a proxy for other directors to exercise
voting rights. A meeting of the Board of Directors may be held with the attendance of a
majority of the unrelated directors, and the resolutions made at the meeting of the Board of
Directors must be approved by a majority of the unrelated directors. If the number of unrelated
directors attending the meeting of the Board of Directors is less than three, the matter shall be
submitted to the shareholders’ general meeting for consideration. If there are any additional
restrictions under laws, regulations, or securities regulatory rules of the place where the shares
of the Company are listed regarding directors’ participation in meetings of the Board of
Directors and voting, those provisions shall apply.
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The chairman of the Board of Directors shall exercise the following functions and powers:

ey

(I

(I1T)

Iv)

V)

to convene and preside over meetings of the Board of Directors, review the
implementation of meetings of the Board of Directors, and report on work to the
shareholders’ general meeting and the Board of Directors;

to execute resolutions of the shareholders’ general meeting and the Board of
Directors;

to propose the appointment or dismissal of the Company’s general manager,
secretary to the Board and other senior management;

to decide on the appointment or dismissal of management personnel, except for
those that should be determined by the Board of Directors;

to exercise the powers of the legal representative as specified in the Articles of
Association.

The Board of Directors shall make meeting minutes of the matters discussed at the

meeting, and the directors present shall sign the meeting minutes.

The meeting of the Board of Directors minutes shall be kept as part of the Company’s

archives for a period of not less than 10 years.

The meeting of the Board of Directors minutes shall include the following content:

D

(I

(I1T)

Iv)

V)

(VD

time and place of the meeting and name of the convener;

name of directors present at the meeting and name of director (agent) appointed to
be present at the meeting of the Board of Directors on behalf of others;

agenda of the meeting;

key points of the directors’ speeches;

the voting method and results for each resolution (the voting results shall specify the
number of votes for, against, or abstentions);

any other matters that attending directors believe should be recorded.
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Special Committees of the Board of Directors

The Board of Directors of the Company shall establish the Audit, Remuneration and
Nomination Committees, and may establish other special committees, such as a Strategy
Committee, as needed. These special committees are accountable to the Board of Directors and
perform their duties in accordance with the Articles of Association and the authority granted
by the Board of Directors. Proposals from the special committees shall be submitted to the
Board of Directors for consideration and decision. All members of the special committees shall
consist solely of directors. In particular, the Audit Committee shall have three or more
members, all of whom shall be non-executive directors. The majority of members in the
Nomination Committee and Remuneration Committee shall be independent non-executive
directors. The Board of Directors shall be responsible for formulating the working rules for its
special committees to regulate their operations. If there are other provisions regarding the
composition of special committees in the securities regulatory rules of the place where the
shares of the Company are listed, those provisions shall prevail.

The Board of Directors of the Company comprises nine Directors, including six
non-independent non-executive directors and three independent non-executive directors, who
are elected by the shareholders’ general meeting. Among the independent non-executive
directors, there should be at least one professional in finance or accounting as defined by the
Listing Rules of the Stock Exchange.

The Board of Directors shall have one chairman and may have a vice-chairman. The
chairman and vice-chairman are elected by a majority vote of all the directors on the Board of
Directors. The chairman of the Board of Directors shall convene and preside over meetings of
the Board of Directors and examine the implementation of resolutions of the Board of
Directors. The vice-chairman shall assist the chairman in his/her work. If the chairman is
unable or fails to perform his/her duties, the vice-chairman shall perform the duties. If the
vice-chairman is unable or fails to perform his/her duties, a director jointly nominated by a
majority of the directors shall perform the duties.

General Manager

The general manager shall serve a term of three years and may be re-elected for
consecutive terms.

The general manager shall be accountable to the Board of Directors and exercise the
following functions and powers:

(I) to be in charge of the Company’s production, operation and management, and to
organize the implementation of the resolutions of the Board of Directors;

(IT) to organize the implementation of the Company’s annual business plan and
investment plans;

(IIT) to draft plans for the establishment of the Company’s internal management structure;
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(IV) to draft the Company’s basic management system,;

(V) to formulate specific rules and regulations for the Company;

(VD) to propose the appointment or dismissal of the Company’s deputy general manager
and chief financial officer;

(VID) to exercise other functions and powers conferred by the Board of Directors.

The general manager shall attend meetings of the Board of Directors.

The general manager shall formulate working rules of the general manager, which shall
be implemented after being approved by the Board of Directors.

The working rules of the general manager shall contain the following contents:

(I) conditions, procedure and participants of the general manager office’s meeting;

(IT) responsibilities and work allocation of the general manager and other senior
management of the Company;

(IIT) use of funds and assets of the Company, scope of authorization to enter into
contracts and reporting policies regarding the Board of Directors and the Board of
Supervisors; and

(IV) other matters which the Board of Directors deems necessary.

The general manager may resign before expiry of his/her term of office. The specific
procedures and methods for the resignation of the general manager shall be specified in the
employment contract concluded by the general manager and the Company.

The deputy general manager shall assist the general manager in his/her work, be
responsible for related tasks upon entrustment by the general manager, and issue relevant
business documents within the scope of his/her duty. When the general manager is unable to
exercise his/her authority, the deputy general manager may act on behalf of the general
manager as entrusted.

Secretary to the Board

The Company shall have a secretary to the Board, who shall be responsible for the
preparation of the shareholders’ general meetings and meetings of the Board of Directors,
preservation of documents and management of the information of the Company’s shareholders,

and handle matters related to information disclosure, etc.

The secretary to the Board shall observe pertinent provisions of laws, administrative
regulations, department rules and the Articles of Association.
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Board of Supervisors

The directors, general manager and other senior management shall not act concurrently
as Supervisors.

Each supervisor shall serve for a term of three years, which term is renewable upon
reelection upon expiry.

The Company shall have a Board of Supervisors consisting of three members, of whom
two shall be elected by the shareholders’ general meeting, and one shall be an employee
representative of the Company. The employee representative in the Board of Supervisors shall
be elected by the employee representative meeting.

The Board of Supervisors shall have one chairman and may have a vice-chairman. The
chairman and vice-chairman of the Board of Supervisors are elected by a majority vote of all
the supervisors. The chairman of the Board of Supervisors shall convene and preside over
meetings of the Board of Supervisors. If the chairman of the Board of Supervisors is unable
or fails to perform his/her duties, the vice-chairman of the Board of Supervisors shall convene
and preside over meetings of the Board of Supervisors. If the vice-chairman of the Board of
Supervisors is unable or fails to perform his/her duties, a supervisor jointly nominated by a
majority of the supervisors shall convene and preside over meetings of the Board of
Supervisors.

The Board of Supervisors shall exercise the following functions and powers:
(I) to review the Company’s financial position;

(IT) to supervise the directors and senior management’s acts in performing duties of the
Company, propose a removal of any director or senior management in violation of
any laws, administrative regulations, the Articles of Association or resolution
adopted at the shareholders’ general meeting;

(IIT) to demand any director or senior management who acts in a manner which is harmful
to the Company’s interest to rectify such behavior;

(IV) to propose to convene an extraordinary shareholders’ general meeting, and to
convene and preside over shareholders’ general meetings where the Board of
Directors fails to perform its duty to do so as required by the Company Law;

(V) to submit proposals to shareholders’ general meetings;

(VD) to initiate legal proceedings against any director or senior management according to
Article 189 of the Company Law;

Meetings of the Board of Supervisors shall be held at least once every six months. The
Board of Supervisors may propose to convene an extraordinary meeting of the Board of
Supervisors.
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AMENDMENT TO THE ARTICLES OF ASSOCIATION OF THE COMPANY

In any of the following circumstances, the Company shall amend the Articles of
Association:

(I) The Articles of Association is contradictory to any provision of the amended version
of the Company Law or other applicable laws or administrative regulations or
securities regulatory rules of the place where the shares of the Company are listed;

(IT) There is any change to the Company’s situation and is inconsistent with any matter
recorded in the Articles of Association;

(ITI) A shareholders’ general meeting adopts a resolution for amendment to the Articles
of Association.

Amendments to the Articles of Association adopted by a resolution of the shareholders’
general meeting which are subject to approvals from relevant competent authority shall be
submitted to the competent authority for approval; if there is any change relating to the
registered particulars of the Company, application shall be made for change in registration in
accordance with the law.

The Board of Directors shall amend the Articles of Association according to the resolution
of the shareholders’ general meeting for amendments hereof and the approval opinions of

relevant competent authority.

If amendments to the Articles of Association need to be disclosed pursuant to laws and

regulations, they shall be disclosed accordingly.
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FURTHER INFORMATION ABOUT OUR COMPANY

Incorporation of our Company

Our Company was established as a limited liability company in the PRC on March 31,
2011 and was converted into a joint stock limited company on May 25, 2023 under the laws
of the PRC. As of the Latest Practicable Date, the registered share capital of our Company is
RMB404,092,760.

Our registered place of business in Hong Kong is at Room 1915, 19/F, Lee Garden One,
33 Hysan Avenue, Causeway Bay, Hong Kong. We [have] been registered as a non-Hong Kong
Company under Part 16 of the Companies Ordinance. Ms. Wong Wai Yee, Ella at Room 1915,
19/F, Lee Garden One, 33 Hysan Avenue, Causeway Bay, Hong Kong has been appointed as
our authorized representative for the acceptance of service of process and notices in Hong
Kong.

As our Company was established in the PRC, we are subject to the relevant laws and
regulations of the PRC. A summary of the relevant aspects of laws and regulations of the PRC
and our Articles of Association is set out in “Regulatory Overview” and Appendix III to this
Document, respectively.

Changes in the Share Capital of our Company

Save as disclosed in the sections headed “History, Development and Corporate Structure
— [REDACTED] Investments” in this Document, there has been no other alteration in the
share capital of our Company during the two years immediately preceding the date of this
Document.

Changes in the Share Capital of our Subsidiaries

A summary of the corporate information and the particulars of our subsidiary is set out

in the Accountants’ Report in Appendix I to this Document.

There has been no alterations of share capital of our subsidiary within the two years

preceding the date of this Document.

Resolutions of our Shareholders

Pursuant to the extraordinary general meeting of our Shareholders in March 2025, it was
resolved, among others, and the following was approved:

(a) the issue of H Shares with a nominal value of RMB1.00 each and the [ REDACTED]
of such H Shares on the Stock Exchange;
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(b) the number of H Shares to be issued pursuant to the [REDACTED], and the grant
to the [REDACTED] of the [REDACTED] of not more than 15% of the number of
H Shares issued pursuant to the [REDACTED];

(c) conditional upon the completion of the [REDACTED], [REDACTED] Unlisted
Shares held by certain existing Shareholders will be converted into H Shares;

(d) subject to the completion of the [REDACTED], the Articles of Association have
been approved and adopted, which shall become effective on the [REDACTED],
and our Board has been authorized to amend the Articles of Association to the extent
necessary in accordance with any comments from the relevant regulatory
authorities; and

(e) our Board has been authorized to handle all relevant matters relating to, among other
things, the implementation of issuance of H Shares and the [REDACTED].

FURTHER INFORMATION ABOUT OUR BUSINESS

Summary of Material Contracts

The following contract (not being contract entered into in the ordinary course of business)
was entered into by our Group within the two years preceding the date of this Document and
is or may be material:

(a) the share subscription agreement dated December 24, 2024, entered into among our
Company, Chantou Juxiang Xinhan, ICBC Investment, Dr. Zhao and Epiworld Core,
pursuant to which Chantou Juxiang Xinhan and ICBC Investment agreed to
subscribed for 9,725,629 Shares of the Company with a total consideration of
RMB630 million;

(b) the share subscription agreement dated December 30, 2024, entered into among our
Company, Xiamen Gongrong Industry, Xiamen Chantou Gongrong, Dr. Zhao and
Epiworld Core, pursuant to which Xiamen Gongrong Industry and Xiamen Chantou
Gongrong agreed to subscribe for 6,175,002 Shares of the Company with a total
consideration of RMB400 million; and

(c) [REDACTED]
Intellectual Property Rights
As of the Latest Practicable Date, our Group has registered, or has applied for the

registration of the following intellectual property rights which were material to our Group’s
business.
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Trademarks

As of the Latest Practicable Date, we had registered the following trademarks which we
consider to be or may be material to our business:

Registration Place of
No. Trademark Registered Owner Number Registration

... Epiworld The Company 69365678 PRC

69359904
2. EplWorld The Company 306183090 Hong Kong
3. EDIWOF'. g T Compamy 82;??5 Taiwan
4 EPIWOF'. o TheCompuy 1770331 European Union
5. EPIWOF'. o e Company 1770331 Australia
6. .. EDIWOF'. g T Compuny 1770331 Malaysia
7. EPIWOF'. o TheCompuy 1770331 Switzerland
8 ... EDIWOF'. o T Compuny 1770331 Japan
9 ... EDIWOF'. g T Compmy 17033 New Zealand
10. .. EplWOrld The Company 1770331 Singapore
1. .. EDIWOF'. o T Compuny 1770331 United Kingdom

12. .. Epiworld The Company 1770331 Russia

13. .. {-7AY The Company 69541459 PRC
L e e

14. .. sﬁﬁiﬁﬁﬁx The Company 306183108 Hong Kong
EpiWorld

15... s;ﬁ ?E 9; ﬁ‘ The Company 8;;;3?23 Taiwan
EpiWorld

16. . . SEﬁ;E ;Eﬁx The Company 7683149 United States
EpiWorld
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Registration Place of

No. Trademark Registered Owner Number Registration

17. .. sﬁﬁﬁ ;Eﬁx The Company 1771680 European Union
EpiWorld

18. . SEﬁ ;E 9; ﬁx The Company 1771680 Australia
EpiWorld

19. .. sﬁﬁ ;E ’E ﬁx The Company 1771680 Malaysia
EpiWorld

20. .. sﬁﬁ 9; ;E ﬁx The Company 1771680 Switzerland
EpiWorld

21. .. sﬁﬁ 9; ;E ﬁx The Company 1771680 Japan
EpiWorld

22. .. SEﬁ;E ;Eﬁx The Company 1771680 New Zealand
EpiWorld

23. .. sﬁﬁ ;E ’E ﬁx The Company 1771680 Singapore
EpiWorld

24. .. saﬁﬁ ;Eﬁx The Company 1771680 United Kingdom
EpiWorld

25. .. sﬁﬁ 9; ;E ﬁx The Company 1771680 Russia
EpiWorld

26. .. The Company 69367847 PRC

ﬁB 69372271
27. .. E The Company 306183081 Hong Kong
28. .. The Company 02319661 Taiwan
02320518

5
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Registration Place of

No. Trademark Registered Owner Number Registration
29. .. E The Company 7683148 United States
30. .. E The Company 1771658 European Union
3. .. E The Company 1771658 Australia
32... E The Company 1771658 Malaysia
33... E The Company 1771658 Switzerland
RIS E The Company 1771658 Japan
35... E The Company 1771658 New Zealand
36. .. E The Company 1771658 Singapore
RV E The Company 1771658 United Kingdom
38. .. The Company 1771658 Russia

39. .. EplWOI'ld The Company 61180379 PRC

12043688
61177240

40. . . EplWOI'l d The Company 1205809 European Union
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No.

Trademark Registered

Registration
Owner Number

Place of
Registration

41. ..

42. ..

43. ..

4. ..

Ep1World
EpiWorld
Ep1World
yER Fx FxhX

The Company UK00801205809

The Company 1205809

The Company 4737130

The Company 61170360
61182586

United Kingdom

Japan

United States

PRC

As of the Latest Practicable Date, we had applied for the registration of the following

trademarks which we consider to be or may be material to our business:

No.

Trademark

Owner

Place of Registration

10. ..

EpiWorld
EpiWorld
EpiWorld
EpiWorld

i Zx ZxhX
EpiWorld

i Zx ZxhX
EpiWorld
R Zx 7 hX
EpiWorld

The Company
The Company
The Company
The Company

The Company

The Company

The Company

The Company

The Company

The Company
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Patents

As of the Latest Practicable Date, we are the owner of the following material patents,
details of which are as follows:

Place of
No. Patent description Registered Owner Registration

1. ... A Method for Reducing Growth Defects Company PRC
in SiC Epitaxial Wafers and a SiC
Substrate (—fEFFARIRILAESME BB
R B 14 75 9 Bt AL RE LS

2. ... A Control Method for Growth of SiC Company PRC
Epitaxial (—FEBRALAEESNEA: = £ il
J7ik)

3.... SiC Step Flow Low-Speed Growth Company PRC
Method for Chemical Potential
Regulation Growth Monomer under
Non-Equilibrium Condition (JF -
LS TREE A R A A9 SiC B FE IR
R AERTTIE)

4. ... A Method for Reducing Surface Defects Company PRC
of SiC Epitaxial Film (—FEFF(EIRIL iE
AN E SR T R P 1) 7 )

5.... A Method for Reducing Growth Defects Company PRC
in SiC Epitaxial Wafers and a SiC
Substrate (—HEFFAKIRICEESME R 2E R
5 B 04 75 05 B AL RE LS

Domain Names

As of the Latest Practicable Date, we had registered the following internet domain names

which we consider to be or may be material to our business:

No. Domain Name Registered Owner Expiry Date

1.... http://www.epiworld.com.cn/ the Company June 21, 2025

Save as disclosed above, as of the Latest Practicable Date, there were no other intellectual

property rights which are or may be material to our business.
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FURTHER INFORMATION ABOUT OUR DIRECTORS, SUPERVISORS, SENIOR
MANAGEMENT AND SUBSTANTIAL SHAREHOLDERS

Interests of our Directors, Supervisors and chief executive in the Company and our
associated corporations

Save as disclosed in the section headed “Substantial Shareholders” in this Document,
immediately following the completion of the [REDACTED] (assuming that the
[REDACTED] is not exercised), so far as our Directors are aware, none of our Directors,
Supervisors and chief executive has any interests and short positions in our Shares, underlying
Shares or debentures of our Company or any of our associated corporations (within the
meaning of Part XV of the SFO) (i) which will have to be notified to us and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
in which they are taken or deemed to have under such provisions of the SFO), or (ii) which will
be required, pursuant to section 352 of the SFO, to be entered in the register referred to therein,
or (iii) which will be required to be notified to us and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers contained in the Listing
Rules.

Interests of the substantial shareholders in the Shares

Save as disclosed in “Substantial Shareholders” in this Document, immediately following
the completion of the [REDACTED] and without taking into account any Shares which may
be issued pursuant to the exercise of the [REDACTED], our Directors are not aware of any
other person (not being a Director, Supervisor or chief executive of our Company) who will
have an interest or short position in our Shares or the underlying Shares which would fall to
be disclosed to us and the Stock Exchange under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or who is, directly or indirectly, interested in 10% or more of the issued voting
shares of our Company.

Particulars of Directors’ and Supervisors’ Service Contracts

Each of the Directors and Supervisors [has] entered into a service contract or a letter of
appointment with our Company.

Save as disclosed above, we have not entered into, and do not propose to enter into any
service contracts with any of our Directors or Supervisors in their respective capacities as
Directors or Supervisors (excluding agreements expiring or determinable by any member of
our Group within one year without payment of compensation other than statutory
compensation).
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Remuneration of Directors and Supervisors

Save as disclosed in “Directors, Supervisors and Senior Management” and Note 14 to the

Accountants’ Report set out in Appendix I to this Document for the three years ended

December 31, 2024, none of our Directors or Supervisors received other remunerations of

benefits in kind from us.

Disclaimers

(a)

(b)

(©)

(d)

save as disclosed in the section headed “Substantial Shareholders” in this Document and
this section, none of our Directors, Supervisors or our chief executive has any interest or
short position in our Shares, underlying Shares or debentures of our Company or any of
our associated corporations (within the meaning of Part XV of the SFO) which will have
to be notified to us and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO, or which will be required, pursuant to section 352 of the SFO, to be entered in
the register referred to therein, or which will be required to be notified to us and the Stock
Exchange pursuant to Model Code for Securities Transactions by Directors of Listed
Issuers once the H Shares are [REDACTED] on the Stock Exchange;

save as disclosed in the section headed “Substantial Shareholders” in this Document, none
of our Directors or Supervisors is aware of any person (not being a Director, Supervisor
or chief executive of our Company) who will, immediately following the completion of
the [REDACTED] and the conversion of Unlisted Shares into H Shares (without taking
into account any H Shares which may be allotted and issued pursuant to the exercise of
the [REDACTED)]), have an interest or short position in our Shares or underlying Shares
which would fall to be disclosed to us under the provisions of Divisions 2 and 3 of Part
XV of the SFO or who is interested, directly or indirectly, in 10% or more of the issued
voting shares of any member of our Group;

none of our Directors, Supervisors, their respective close associates (as defined under the
Listing Rules) or Shareholders who own more than 5% of the number of issued shares of
our Company has any interests in the five largest customers or the five largest suppliers
of our Group for each year/period during the Track Record Period; and

none of our Directors, Supervisors or any of the parties listed in “Qualifications of
Experts” of this Appendix is:

i. interested in our promotion, or in any assets which have been, within two years
immediately preceding the date of this Document, acquired or disposed of by or
leased to us, or are proposed to be acquired or disposed of by or leased to any
member of our Group; or

ii.  materially interested in any contract or arrangement subsisting at the date of this
Document which is significant in relation to our business.
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OTHER INFORMATION

Estate Duty

Our Directors have been advised that no material liability for estate duty is likely to fall
on our Company or any of our subsidiaries under the laws of the PRC.

Litigation

As of the Latest Practicable Date, we were not engaged in any litigation, arbitration or
claim of material importance and no litigation, arbitration or claim of material importance was
known to our Directors to be pending or threatened by or against any member of our Group,
that would have a material and adverse effect on our Group’s results of operations or financial
conditions, taken as a whole.

Preliminary Expenses

As of the Latest Practicable Date, our Company has not incurred any material preliminary
expenses.

Promoter

The promoters of the Company are shareholders of our Company as of May 25, 2023
immediately before our conversion into a joint stock limited liability company. Within the two
years immediately preceding the date of this Document, no cash, securities or other benefit has
been paid, allotted or given or is proposed to be paid, allotted or given to the promoters in
connection with the [REDACTED] and the related transactions described in this Document.

Taxation of Holders of H Shares

The sale, purchase and transfer of H Shares registered with our Hong Kong branch
register of members will be subject to Hong Kong stamp duty. The current rate charged on each
of the purchaser and seller is 0.1% of the consideration of or, if higher, of the fair value of our
Shares being sold or transferred.
No Material Adverse Change

Our Directors confirm that there has been no material adverse change in the financial or

trading position or prospects of the Group since December 31, 2024 (being the date to which
the latest consolidated financial statements of our Group were prepared).
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Qualifications of Experts
The qualifications of the experts (as defined under the Listing Rules and the Companies
(Winding Up and Miscellaneous Provisions) Ordinance) who have given their opinion and/or

advice in this Document are as follows:

Name Qualification

China International Capital A corporation licensed to conduct Type 1 (dealing in
Corporation Hong Kong Securities  securities), Type 2 (dealing in futures contracts),
Limited .. ................... Type 4 (advising on securities), Type 5 (advising on

futures contracts), and Type 6 (advising on corporate
finance) of the regulated activities as defined under

the SFO
Jingtian & Gongcheng............ Legal adviser to our Company as to PRC law
BDO Limited. . . ................ Certified Public Accountants

Registered Public Interest Entity Auditor

China Insights Industry Consultancy Independent industry consultant
Limited . ....................

As of the Latest Practicable Date, none of the experts named above had any shareholding
interest in our Company or any of our subsidiaries or the right (whether legally enforceable or
not) to subscribe for or to nominate persons to subscribe for securities in any member of our
Group.

Consents of Experts

Each of the experts as referred to “Qualifications of Experts” of this Appendix has given
and has not withdrawn their respective written consents to the issue of this Document with the
inclusion of their reports and/or letters (as the case may be) and the references to their names
included in the form and context in which they are respective included.

Sole Sponsor’s Independence

The Sole Sponsor satisfies the independence criteria applicable to the sponsor set out in
Rule 3A.07 of the Listing Rules.

Pursuant to the engagement letter entered into between the Company and the Sole
Sponsor, the Sole Sponsor’s fees payable by us to the Sole Sponsor in respect of its services
as sponsor in connection with the [REDACTED] on the Stock Exchange is USD500,000.
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Binding Effect

This Document shall have the effect, if an [REDACTED] is made in pursuance of it, of
rendering all persons concerned bound by all of the provisions (other than the penal provisions)
of sections 44A and 44B of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance so far as applicable.

Bilingual Document

The English and Chinese language versions of this Document are being published
separately, in reliance upon the exemption provided under section 4 of the Companies
(Exemption of Companies and Prospectuses from Compliance with Provisions) Notice
(Chapter 32L of the Laws of Hong Kong).

Miscellaneous

(a) except in connection with our A share listing application as disclosed in the section
headed “History, Development and Corporate Structure” in this Document and the
[REDACTED], within the two years preceding the date of this Document: (i) we have not
issued nor agreed to issue any share or loan capital fully or partly paid either for cash or
for a consideration other than cash; and (ii) no commissions, discounts, brokerage fee or
other special terms have been granted in connection with the issue or sale of any shares
of our Company;

(b) no share or loan capital of our Company is under option or is agreed conditionally or
unconditionally to be put under option;

(c) we have not issued nor agreed to issue any founder shares, management shares or deferred
shares;

(d) there are no arrangements under which future dividends are waived or agreed to be

waived;

(e) there are no procedures for the exercise of any right of pre-emption or transferability of

subscription rights;

(f) there are no contracts for hire or hire purchase of plant to or by us for a period of over

one year which are substantial in relation to our business;

(g) there have been no interruptions in our business which may have or have had a significant
effect on our financial position in the last 12 months;

(h) save as disclosed in the section headed “Regulatory Overview” in this Document, there
are no restrictions affecting the remittance of profits or repatriation of capital by us into
Hong Kong from outside Hong Kong;
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(i) no part of the equity or debt securities of our Company, if any, is currently listed on or
dealt in on any stock exchange or trading system, and no such listing or permission to list
on any stock exchange other than the Hong Kong Stock Exchange is currently being or
agreed to be sought;

(j) our Company has no outstanding convertible debt securities or debentures;

(k) our Company is a joint stock limited company and is subject to the PRC Company Law;
and

(1)  our Company has adopted a code of conduct regarding Directors’ and Supervisors’

securities transactions on terms as required under the Model Code for Securities

Transactions by Directors of Listed Issuers as set out in Appendix C3 to the Listing Rules.
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THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

APPENDIX V DOCUMENTS DELIVERED TO THE REGISTRAR OF

COMPANIES IN HONG KONG AND AVAILABLE ON DISPLAY

DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES IN HONG KONG

The documents attached to a copy of this Document and delivered to the Registrar of

Companies in Hong Kong for registration were:

(a)

(b)

a copy of each of the material contracts referred to in “Statutory and General
Information — Further Information about our Business — Summary of Material
Contracts” in Appendix IV to this Document; and

the written consents referred to in “Statutory and General Information — Other
Information — Consents of Experts” in Appendix IV to this Document.

DOCUMENTS AVAILABLE ON DISPLAY

Copies of the following documents will be published on the Stock Exchange’s website at

www.hkexnews.hk and the Company’s website at http://www.epiworld.com.cn/ during a

period of 14 days from the date of this Document:

(@)

(b)

(©

(d)

(e

()

(2)

(h)

the Articles of Association;

the Accountants’ Report from BDO Limited, the text of which is set out in Appendix
I to this Document;

the audited consolidated financial statements of our Group for the years ended
December 31, 2022, 2023 and 2024,

the report from BDO Limited on the unaudited [REDACTED] financial information
of our Group, the text of which is set out in Appendix II to this Document;

the material contracts referred to in “Appendix IV — Statutory and General
Information — Further Information about our Business — Summary of Material

Contracts” in this Document;

the written consents referred to in “Appendix IV — Statutory and General

Information — Other Information — Consents of Experts” in this Document;

the service contracts and letters of appointment referred to in “Appendix IV —
Statutory and General Information — Further Information about our Directors,
Supervisors, Senior Management and Substantial Shareholders — Particulars of
Directors’ and Supervisors’ Service Contracts” in this Document;

the legal opinions issued by Jingtian & Gongcheng, our PRC Legal Adviser, in
respect of, among other things, the general corporate matters and property interests
of our Group under the PRC law;
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APPENDIX V DOCUMENTS DELIVERED TO THE REGISTRAR OF
COMPANIES IN HONG KONG AND AVAILABLE ON DISPLAY

(1) the industry report issued by China Insights Industry Consultancy Limited referred
to in “Industry Overview” in this Document; and

(j) a copy of the following PRC laws, together with unofficial English translations:

(i) the PRC Company Law;

(i) the PRC Securities Law; and

(iii) the Overseas Listing Trial Measures.
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