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WARNING

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

This Application Proof is in draft form. The information contained in it is incomplete and is subject to change which
can be material. By viewing this document, you acknowledge, accept and agree with Shenzhen Hipine Precision
Technology Co., Ltd. (VEIIVEE Je Ky % FBH B 7 PR 2 7]) (the “Company™), its sole sponsor, sole overall coordinator,
advisers or members of the underwriting syndicate that:

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

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

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

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

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

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

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

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

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

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

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

No offer or invitation will be made to the public in Hong Kong until after a prospectus of the Company has been
registered with the Registrar of Companies in Hong Kong in accordance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). If an offer or an invitation is made
to the public in Hong Kong in due course, prospective investors are reminded to make their investment decisions
solely based on the Company’s prospectus registered with the Registrar of Companies in Hong Kong, copies of
which will be made available to the public during the offer period.
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IMPORTANT: If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.
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and expected to be not less than
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Nominal Value : RMBI1.00 per H Share
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited
take no responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

A copy of this document, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar of
Companies” in Appendix VII to this document, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures
Commission and the Registrar of Companies in Hong Kong take no responsibility for the contents of this document or any other document
referred to above.
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Prior to making an [REDACTED] decision, prospective [REDACTED] should carefully consider all of the information set out in this document,
including the risk factors set out in the section headed “Risk Factors” in this document.
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IMPORTANT NOTICE TO [REDACTED]

This document is issued by our Company solely in connection with the [REDACTED]
and the [REDACTED] and does not constitute an [REDACTED] to sell or a solicitation of
an [REDACTED] fto buy any security other than the [REDACTED] by this document
pursuant to the [REDACTED]. This document may not be used for the purpose of, and does
not constitute, an [REDACTED] or invitation in any other jurisdiction or in any other
circumstances. No action has been taken to permit a [REDACTED] of the [REDACTED] in
any jurisdiction other than Hong Kong and no action has been taken to permit the
distribution of this document in any jurisdiction other than Hong Kong. The distribution of
this document and the [REDACTED] and sale of the [REDACTED] in other jurisdictions
are subject to restrictions, and may not be made except as permitted under the applicable
securities laws of such jurisdictions pursuant to registration with or authorisation by the
relevant securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this document to make your
[REDACTED] decision. We have not authorised anyone to provide you with information that
is different from what is contained in this document. Any information or representation not
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[REDACTED], the [REDACTED], any of our or their affiliates or any of their respective
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[REDACTED]. Information contained in our website, located at www.hipine.com, does not
form part of this document.
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SUMMARY

This summary aims to give you an overview of the information contained in this
document. Since 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 whole document including the appendices
hereto, which constitute an integral part of this document, before you decide to
[REDACTED] in the [REDACTED]. There are risks associated with any [REDACTED].
Some of the particular risks in [REDACTED] in the [REDACTED] are set out in the section
“Risk Factors” in this document. You should read that section carefully before you decide to
[REDACTED] in the [REDACTED].

OVERVIEW

We are a leading designer, manufacturer and brand-owner of precious metal watches in
China. During the Track Record Period, our revenue was primarily derived from the sales of
precious metal watches designed and manufactured under our flagship proprietary brand
“HIPINE” (V5 )J¢). We also derived revenue by serving as an ODM manufacturer for
third-party domestic jewellery brands and wholesalers, including developing and manufacturing
precious metal watches and accessories under their labels and providing subcontract processing
services to them. During the Track Record Period, our ODM customers included various
renowned domestic jewellery brands, such as Lao Feng Xiang, Sino Gem and Chow Tai Seng,
with whom we have formed long-term and stable supply relationships.

According to CIC, in 2023, HIPINE was the largest domestic gold watch brand in terms of
GMYV and the largest 24K gold watch brand in terms of GMV in China, with market shares of
24.98% and 35.83% in terms of GMV of domestic brand gold watches and GMV of 24K gold
watches, respectively. As presented in this document, (a) “gold watch” refers to a kind of
precious metal watch the watch case of which is primarily made of gold and its alloys, which
means that the nominal thickness of the gold and/or its alloys covered on the watch case exceeds
300 microns. According to CIC, this definition aligns with industry interpretations based on
various standards and guideline, including those issued by the State Administration for Market
Regulation ([ [ X 1 87 B & & # 44 R)), the Standardisation Administration of China ([ [
FAEWEAL 4 2 B €r), the Ministry of Industry and Information Technology of the People’s
Republic of China (*'#E A RILFIE T2 F{5 E{L#8) and the China Gold Association (11 # 4
W), as well as applicable industry norms. It should be noted that there is no specific market
standard explicitly defining “gold watch” and the presentation adopted in this document, which
reflects our Company’s interpretation based on CIC’s advice, is adopted solely for the purpose of
presenting relevant market information in this document; and (b) “24K gold watch” refers to a
kind of gold watch, of which the gold of the watch case is 24K gold. According to CIC, the
market share of 24K gold watches in China has significantly increased from 2.37% to 5.78% of
the total gross merchandise value (GMV) of the gold watch market in China between 2018 and
2023. Despite this growth, the 24K gold watch segment still represents a relatively small portion
of the overall gold watch market in China.
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Guided by our brand mission (i ffi#) to “Reconceptualise gold through technological
innovation” (FZMTAI# - EHH L) in order to become the trusted and favourite gold watch
brand of the masses (B2 & A PE(EAS 15 AN =5 1 48k i ), we focus on developing modern
products that improve upon traditional designs. While we do not manufacture the movements
used in our watch production and source movements from reputable suppliers, our key
technological achievement is a proprietary supramolecular gold hardening technique that
addresses the inherent softness of 24K gold. Leveraging this technology, we launched China’s
first mass-producible 24K gold watch in 2014, which we believe is a significant technical
achievement in the watch manufacturing industry. Building on this technical achievement, we
developed a collection of 24K gold smart watches integrated with Huawei’s smart movement
technology in 2023.

Our product portfolio is centred around our flagship proprietary watch brand, HIPINE,
which has been recognised as a “Shenzhen Top Brand” (EII%14 fhf4#) by the Shenzhen Top
Brand Evaluation Committee (ZEIIHN4 & FE{EZ B &) since 2022, and the 3rd Shenzhen Top
Hundred Brands (5f —JE &I L E 58 4 2£) by the Shenzhen Quality Promotion Association (%
IIME EE T EHEE) in 2024. We believe the design awards awarded to us, including but not
limited to the Paris DNA Design Award in 2020, the German iF Design Award and the US
International Design Excellence Award (IDEA) (2022 Finalist) in 2022, and the 2024 MUSE
Design Awards — Gold Winner (20243 B2 i aktst 484 48), the 2024 American Good Design
Gold and Platinum Awards (20243 B 5% 5 AGD & 38 K =814 4%) and the 2024 French
Design Award (2024 FDAL B #5H242) in 2024, are testament to our product design capabilities.
Notably, our relatively new line of smart precious metal watch was also awarded the
“Technology Innovation Award” (B} &I#78%) and the “Technology Public Welfare Award” (F}4£
N1 #%) by the Shenzhen Association for Promoting High-Tech Enterprise Collaborative

Innovation (VEYIT = BFE 4 2 15 R BB (2 H#E€) in 2024,

We also actively engage in the development of national and industry guidelines, playing a
pivotal role in shaping crucial standards including “24K Gold Watches” (/&4 F#&)), “Watches
Using Gemstones and Precious Metals” (i i # {7 Fl & 4 J& 1) F-£%)), “General Requirements
and Test Methods for Watch Case Components Made of Hard Materials” ({F IR 45 A A1 L 5 4
1) F§k MBI — M B oK FEt B /715 ) ), “Reliability Test Methods for Watch Movements” ({F#k
H.O 1 AT FEMERBE 7735)), and “Technical Specifications for After-Sales Repair and Maintenance
Services” (8 8k 5 1% HEAE IRFS H AT R &) ).

Our self-branded products are principally sold through our distribution network,
supplemented by sales through, among others, our self-operated online stores, third-party online
store operators and retail stores. Our distributorship business model leverages a
principal-to-principal distribution strategy, utilising an extensive network of over 3,000 offline
Retail Outlet locations nationwide as at 31 December 2024. This approach enables efficient
market penetration, rapid response to consumer preferences, and comprehensive brand visibility
across diverse consumer segments.
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In FY2024, we also began our overseas expansion by partnering with an experienced
distributor and retailer in Malaysia for the distribution and retail of our HIPINE watch products
throughout the country. Building on this overseas expansion momentum, we will seek to expand
our footprint in the Middle East over the next few years.

Our revenue increased from RMB323.70 million in FY2022 to RMB445.48 million in
FY2023, and further increased to RMB456.6 million in FY2024. We recorded net profit of
RMB24.54 million, RMB52.10 million and RMB49.3 million in FY2022, FY2023 and FY2024,
respectively.

The broader market landscape presents significant growth opportunities. According to CIC,
the Chinese precious metal watch market is projected to expand from RMB30.03 billion in 2023
to RMB46.83 billion by 2028, representing a CAGR of 9.29%. The market size in terms of GMV
of China’s gold watch market is expected to reach RMB44.40 billion (representing a CAGR of
9.58% from 2023 to 2028). In 2023, China’s gold watch market achieved a GMV of RMB28.10
billion, accounting for 93.55% of the total GMV of China’s precious metal watch market. By
2028, the market size in terms of GMV of China’s gold watch market is expected to reach
RMB44.40 billion (representing a CAGR of 9.58% from 2023 to 2028). Supported by our proven
track record, our R&D and product design capabilities and favourable industry trends, we
believe we are well-positioned to capture the significant growth opportunities in China’s gold
watch and jewellery and accessories industries.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed to our success: (i) a
leading gold watch manufacturer in terms of GMV of domestic brand gold watches and 24K gold
watches in China with strong growth momentum; (ii) craftsmanship and designs that align with
market needs; (iii) R&D capabilities, commitment to innovation and ability to convert R&D
results into products and commercialise them; (iv) extensive, diversified and stable distribution
and sales networks; (v) long-term collaborative and mutually beneficial relationship with ODM
customers including renowned jewellery brands; (vi) comprehensive production control and
vertical integration help ensure consistency and preciseness in gold materials processing; and
(vii) experienced management team with in-depth industry knowledge and strong execution
capabilities.
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OUR BUSINESS STRATEGIES

In order to fulfil our vision of becoming the trusted and favourite gold watch brand of the
masses, we intend to continue to strengthen our leading position in the traditional precious metal
watch and jewellery market, strategically expand market presence in the smart precious metal
watch and accessories market, enhance our overall competitiveness and increase our market
share in the future. To achieve these goals, we are pursuing the following principal strategies: (i)
further enhance our production capacity to reinforce our leading position in the traditional
precious metal watch market and capture growth opportunities in the smart precious metal watch
and accessories market; (ii) strengthen our R&D capabilities to drive sustained business growth;
(ii1) expand and optimise our marketing and service network and enhance our brand influence
and recognition; and (iv) expand into overseas markets by strategically partnering with selected
overseas distributors.

OUR BRANDS AND PRODUCTS

We design, manufacture and sell traditional precious metal watches, smart watches and
accessories. Our brand and product philosophy are rooted in our brand mission (i f7) to
“Reconceptualise gold through technological innovation” (FZfliAIHr ~ FEHEE E), which
emphasises the integration of traditional techniques for watch-making and accessory-making
with innovative elements. Driven by this principle, we are dedicated to pushing the boundaries
of craftsmanship and technology.

Our proprietary brands

We have two proprietary watch brands, namely our core brand, “HIPINE” (Fi# J£), and our
sub-brand, “GOLDBEAR” (4 fE), under our OBM business model.

Our OBM watch product portfolio features a range of traditional precious metal watches,
smart watches, and watch parts of our OBM watches, such as watch straps. As at 31 December
2024, our OBM product portfolio consisted of over 10,000 SKUs (stock keeping units). Below
sets forth a few major products of our signature product collections:

The HIPINE The HIPINE The Zodiac The Explorer The Starry
Smart Gold Dual-Display Series (The Year Series (R RXK Rotation Series
Watch Set Smart Gold of Dragon 251 (P 2 5% R 51))
(Ve Be4  Watch (FiE /2 watches) (A H

REH) —RER) RIN(HER))



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

OUR BUSINESS MODEL

During the Track Record Period, our revenue was primarily derived from the sales of
precious metal watches designed and manufactured on an OBM basis. Our OBM products are
principally sold through our distribution network, supplemented by sales through, among others,
our self-operated online stores, third-party online store operators and retail stores. In addition,
we also derived revenue from our engagements by third-party domestic jewellery brands and
wholesalers to develop and manufacture precious metal watches and accessories under their
labels on an ODM basis, and to provide subcontract processing services for their watches and
accessories. Furthermore, since 2023, we have cooperated with the largest retailer and
supermarket chain worldwide for the promotion and sales of our products in China.

SALES AND DISTRIBUTION

OBM: We primarily sell our OBM products through the following channels:

° Distributorship: We sell our OBM products primarily through our primary distributors
under our distributorship business model. As at 31 December 2022, 2023 and 2024, we
had three, four and four primary distributors, respectively. Under the distribution
agreements entered into between us and our primary distributors, our commercial
relationship with primary distributors is strictly a buyer-seller transaction. Our
primary distributors purchase our OBM products and resell them under their own
commercial identity, explicitly not acting as our agents or legal representatives.
Specifically, under the distribution agreements, our primary distributors may, within
their assigned sales regions, (i) sell our OBM products directly at the display centres
operated by them; (ii) sell our OBM products to Retail Outlet operators for onward
marketing and sales to end consumers; and (iii) further distribute our OBM products
to sub-distributors. During the Track Record Period, our OBM products were
distributed by distributors at over 3,000 offline Retail Outlets nationwide.

We assign our primary distributors to specific geographical areas to prevent
cannibalisation and undue competition among them. For details of the principal terms
of the cooperation between us and our primary distributors, how we manage our
primary distributors, and the measures we have taken to avoid channel stuffing and
cannibalisation, please see “Business — Arrangements with our primary distributors —
Management of our primary distributors” and “Business — Arrangements with our
primary distributors — Measures to avoid channel stuffing and cannibalisation” below.

. Self-operated online stores: We sell some of our OBM products through self-operated
stores on e-commerce platforms including Tmall, JD.com and Douyin. These online
sales channels allow us to sell directly to consumers, providing multi-channel
coverage to consumers nationwide. We believe that sales through the above online
channels will help to strengthen our brand image, increase our market share and
promote our brand awareness among internet users, whom we believe are mainly from
the younger generation.
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. Third-party online store operators: We cooperated with various third-party online
store operators, and sell our OBM products to them for their onward sales on
e-commerce platforms, such as Taobao, JD.com and Douyin. The specific terms of
cooperation between us and the third-party online store operators may vary, as
different e-commerce platforms often have unique requirements and policies that need
to be accommodated. There are two main types of sales arrangements with third-party
online store operators: (i) Payment upon purchase order, where the online store
operators shall pay upfront regardless of whether the ordered products are ultimately
sold on their online stores; and (ii) Payment upon consumer sales, where the online
store operator only settles payment with us upon successful sale of the relevant
products through its online store. For details, please see “Business — Sales and their
distribution — Distribution network in China — Online stores — Third-party online store
operators” and “Business — Arrangements with third-party online store operators”.

. Retail stores: We may receive sales orders from certain retail stores, primarily for our
GOLDBEAR products, from time to time. For details, please see “— Sales of
GOLDBEAR Products”.

ODM: Our ODM customers during the Track Record Period were primarily jewellery
brands and wholesalers. Most of our major ODM customers had business relationships with us
for over four years as at 31 December 2024, including various renowned domestic jewellery
brands such as Lao Feng Xiang, Sino Gem and Chow Tai Seng. Since 2023, we have also
cooperated with the largest retailer and supermarket chain worldwide for the promotion and sales
of our products in China.

OUR CUSTOMERS

Our customers are mainly (i) domestic primary distributors which are primarily engaged in
the sales of watches and accessories, for our OBM business model; and (ii) domestic jewellery
brands and wholesalers, for our ODM business model. We have maintained good relationships
with our major customers, and we have worked with most of them for over five years. For
FY2022, FY2023 and FY2024, sales to our five largest customers in each year during the Track
Record Period amounted to RMB295.67 million, RMB405.76 million and RMB398.40 million
accounted for 91.34%, 91.08% and 87.26% of our total revenue, respectively.
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OUR SUPPLIERS

Our suppliers mainly include the Shanghai Gold Exchange, suppliers of precious metals
other than gold and watch component suppliers. We source substantially all of our raw materials
in China, including watch movements manufactured under Swiss and Japanese brands from
domestic suppliers and smart movements of Huawei, a leading global Chinese technology
company. We primarily procure gold from the Shanghai Gold Exchange through its members.
The selection of raw material suppliers is based on a thorough evaluation of several key factors,
such as their business scale, industry reputation, financial management, the quality of the
materials, production capacity and production lead time, delivery lead time, pricing, regulatory
compliance and relevant qualifications. The aggregate purchases from our five largest suppliers
during FY2022, FY2023 and FY2024 amounted to RMB220.10 million, RMB403.45 million and
RMB308.90 million, respectively, accounting for 90.72%, 93.92% and 92.40% of our total
purchases for the respective years.

PROCUREMENT

The raw materials for our products primarily comprise (i) precious metals including gold
and silver; (ii) watch components such watch movements, hands, cases, dial, crown, bracelet and
strap; and (iii) other raw materials such as packaging material. In terms of value, gold is our
primary raw material used in the production of our products. In FY2022, FY2023 and FY2024,
85.34%, 89.05% and 82.48% of our total purchases were attributable to gold purchases,
respectively.

During the Track Record Period, all of our gold was sourced from China. During the Track
Record Period, we primarily made our gold procurement from the Shanghai Gold Exchange or
its member(s). To secure our supply of gold, we enter into long-term brokerage agreements with
members of the Shanghai Gold Exchange. We have opened designated accounts with these
members, through which we primarily conduct our gold procurement during the Track Record
Period. Under this arrangement, we settle the payment for our gold purchases through these
designated accounts, and the invoices for the procurements are issued directly to us by the
Shanghai Gold Exchange. As such, we consider the Shanghai Gold Exchange being our primary
gold supplier during the Track Record Period.

MEASURES TO MANAGE RAW MATERIALS PRICE FLUCTUATIONS

We continuously monitor and adjust our procurement plans based on our operational
requirements and prevailing market conditions. We generally manage the volatility of raw
material prices through the careful coordination of our production and sales cycles. By closely
aligning our procurement with production schedules and promptly delivering finished products to
the market, we are able to effectively mitigate the impact of raw material price fluctuations. This
dynamic approach enables us to flexibly adjust inventory levels and respond swiftly to changes
in raw material costs and market demand.
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Obtaining gold loans to hedge against gold price fluctuations

During the Track Record Period, we had taken out gold loans from time to time primarily
for the purpose of hedging against risks associated with gold price fluctuations. Gold loans refer
to financial transactions where we (as lessee) borrow gold from commercial banks (as lessors)
for a specified period. Our gold loan arrangement also involves the Shanghai Gold Exchange (as
a trading platform) and its member (as a facilitator by allowing us to maintain an account to
indirectly transact on the Shanghai Gold Exchange). During this process, (i) the commercial
bank, which also has its own account with the Shanghai Gold Exchanges as its member, first
transfers the gold to our account opened with a member of the Shanghai Gold Exchange, (ii) we
receive physical gold from such account, and (iii) we pay the commercial banks interest on the
loaned gold. At the end of the loan period, we return the borrowed gold to the commercial bank
through the commercial bank retrieving gold from our account opened with a member of the
Shanghai Gold Exchange upon our prior authorisation.

During FY2022, FY2023 and FY2024, we borrowed 69.0 kg, 81.0 kg and 84.0 kg of gold
by way of gold loans from the same commercial bank, respectively, representing gold loans with
an aggregate monetary value of RMB26.9 million, RMB35.6 million and RM840.3 million
during the respective years/period. During FY2022, FY2023 and FY2024, we returned nil, 69.0
kg and 81.0 kg of gold to the commercial bank pursuant to the terms of the relevant gold loans,
respectively. As at 31 December 2022, 2023 and 2024, the remaining gold balances of our gold
loans (if any) were 69.0 kg, 81.0 kg and 84.0 kg, respectively, representing 11.77%, 9.83% and
8.48% of our total gold balances as at the respective dates.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION AND SUMMARY OF MAJOR
FINANCIAL RATIOS

The following is a summary of the consolidated statements of profit or loss and other
comprehensive income during the Track Record Period as derived from “Appendix I -
Accountants’ Report,”. This summary should be read in conjunction with the aforesaid
Accountants’ Report and “Financial Information”.
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RESULTS OF OPERATIONS

The following table summarises the consolidated statement of profit or loss and other
comprehensive income from the financial statements during the Track Record Period, details of
which are set out in “Appendix I — Accountants’ Report”.

FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Revenue 323,704 100.0 445,477 100.0 456,556 100.0
Cost of sales (259,577) (80.2) (337,172) (75.7) (332,399) (72.8)
Gross profit 64,127 19.8 108,305 24.3 124,157 27.2
Profit before tax 27,818 8.6 59,896 13.4 58,657 12.8
Income tax expense (3,277) (1.0)  (7,797) (1.8)  (9,309) (2.0)
Profit and total
comprehensive income
for the year 24,541 7.6 52,099 11.7 49,348 10.8
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Revenue

By product

The following table sets forth a breakdown
the years indicated:

of our revenue generated by product type for

FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Watches
— Traditional precious
metal watches 289,361 89.4 402,734 90.4 322,754 70.7
— Smart watches 4 0.0 337 0.1 28,025 6.1
289,365 89.4 403,071 90.5 350,779 76.8
Accessories'®
— Precious metal
accessories and
products 21,875 6.8 23,532 5.3 92,321 20.2
— Watch straps and other
watch accessories 12,464 3.8 18,874 4.2 13,456 3.0
34,339 10.6 42,406 9.5 105,777 23.2
Total 323,704 100.0 445,477 100.0 456,556 100.0
*Notes:

(1)  For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal

watches as presented above do not include any precious metal watch with smart functions, and smart
watches as presented above include both smart precious metal watches and other smart watches.

(2)  Our accessories product portfolio includes (i) precious metal accessories and products, which mainly
include wearable precious metal accessories such as earrings, rings, necklaces and bracelets, and other
precious metal products such as gold bars, gold medals and commemorative coins; and (ii) watch straps

and other watch accessories.

- 10
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By business model
FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
OBM
— Offline distributorship 255,952 79.1 377,273 84.7 315,158 69.0
— Retail stores 6,623 2.0 5,890 1.3 2,915 0.6
— Third-party operated
online stores 6,458 2.0 9,650 2.1 5,265 1.2
— Self-operated online
stores 732 0.2 10,061 2.3 14,391 3.2
269,765 83.3 402,874 90.4 337,729 74.0
ODM
— Developing and
manufacturing 33,630 10.4 24,203 5.5 109,612 24.0
— Subcontract processing 20,309 6.3 18,400 4.1 9,215 2.0
53,939 16.7 42,603 9.6 118,827 26.0
Total 323,704 100.0 445,477 100.0 456,556 100.0

Note: For details of the sales channels through which we sell our OBM products, including offline
distributorship, retail stores, third-party operated online stores, and self-operated online stores, please see
“Business — Sales and Distribution”.

— 11 -
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Our revenue increased from RMB323.70 million in FY2022 to RMB445.48 million in
FY2023, and further increased to RMB456.6 million in FY2024.

In terms of product type, (i) sales of traditional precious metal watches was the primary
revenue driver, accounting for 89.4%, 90.4% and 70.7% of our total revenue in FY2022, FY2023
and FY2024, respectively. We experienced a dip in traditional precious metal watch revenue and
sales volume in FY2022 due to decreased demand amid the COVID-19 outbreak, but sales
rebounded in FY2023. Our revenue from sales of traditional precious metal watches decreased
from FY2023 to FY2024, primarily due to the decrease in sales volume. We believe such
decrease in sales volume in FY2024 was caused by weak consumer sentiment under the current
economic conditions and commodity prices; (ii) smart watch revenue fluctuated during the Track
Record Period, as a considerable portion of our smart watches were gifted as complimentary
items to customers purchasing our traditional precious metal watches on online platforms for
brand promotion purposes in FY2022 and FY2023. In FY2024, smart watch sales increased
substantially, driven primarily by ODM revenue of RMB22.1 million, including a significant
RMB12.5 million contribution from one customer and a RMB6.2 million revenue from a
limited-edition smart watch gift box set for a leading Chinese baijiu brand. Our OBM smart
watch sales also demonstrated growth during FY2024, reflecting increasing market demand; and
(iii) revenue generated from accessories also experienced volatility during the Track Record
Period, declining in FY2022 due to decreased demand during the COVID-19 outbreak, before
surging in FY2024 due to orders from a new ODM customer, namely Customer A..

In terms of business model, (i) our OBM model was the largest revenue contributor, which
generated revenue representing 83.3%, 90.4% and 74.0% of our total revenue in FY2022,
FY2023 and FY2024, respectively. Distributorship sales were the primary OBM channel, but
online sales grew significantly in FY2023 and FY2024 as we expanded our e-commerce presence
through cooperation with third-party online store operators and development of our self-operated
online stores; and (ii) revenue from our ODM model was relatively higher in FY2024 due to
high level of orders from Customer A and other key customer(s).

For more detailed analysis of the changes in our revenue during the Track Record Period,

please see “Financial Information — Description of selected items in consolidated statements of
profit or loss and other comprehensive income — Revenue”.

— 12 =
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Gross profit and gross profit margin
By product

The following table sets forth a breakdown of our gross profit and gross profit margin by
product type for the years indicated:

FY2022 FY2023 FY2024
Gross Gross Gross Gross
profit/ profit Gross profit Gross profit

(loss)  margin profit  margin profit  margin
RMB’000 % RMB’000 % RMB’000 %
Watches'"
Manufacturing and sales
— Traditional precious metal watches 51,713 18.1 94,475 23.5 93,505 29.0
— Smart watches (13) N/A 27 8.0 5,040 18.0
51,700 18.1 94,502 23.4 98,545 28.1
Provision of subcontracting services
— Traditional precious metal watches 1,178 38.9 (19) N/A 1 50.0
Sub-total for watches: ﬂ 18.3 w 23.4 98,546 28.1
Accessories®
Manufacturing and sales
— Precious metal accessories and
products 168 3.5 749 15.7 18,638 22.4
— Watch straps and other watch
accessories 284 7.9 976 15.4 1,007 24.3
452 5.4 1,725 15.5 19,645 22.5
Provision of subcontracting services
— Precious metal accessories and
products 6,408 39.9 5,747 33.5 2,320 25.2
— Watch straps and other watch
accessories 4,389 44.5 6,350 45.0 3,646 39.2
10,797 41.6 12,097 38.6 5,966 32.2
Sub-total for accessories: 11,249 32.8 13,822 32.6 25,611 24.2
Total/Overall 64,127 19.8 108,305 243 124,157 27.2

— 13 =
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Notes:

(1)  For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal
watches as presented above do not include any precious metal watch with smart functions, and smart
watches as presented above include both smart precious metal watches and other smart watches.

(2)  Our accessories product portfolio includes (i) precious metal accessories and products, which mainly
include wearable precious metal accessories such as earrings, rings, necklaces and bracelets, and other
precious metal products such as gold bars, gold medals and commemorative coins; and (ii) watch straps
and other watch accessories.

Business model

FY2022 FY2023 FY2024
Gross Gross Gross
Gross profit Gross profit Gross profit
profit margin profit margin profit margin
RMB’000 % RMB’000 % RMB’000 %
OBM
— Offline distributorship 48,327 18.9 88,331 23.4 89,269 28.3
— Retail stores 1,523 23.0 2,120 36.0 1,163 39.9
— Third-party operated
online stores 1,631 25.3 2,474 25.6 1,646 31.3
— Self-operated online
stores 366 50.0 4,541 45.1 6,245 43.4
51,847 19.2 97,466 242 98,323 29.1
ODM
— Developing and
manufacturing 4,273 12.7 4,823 19.9 23,513 21.5
— Subcontract processing 8,007 394 6,016 32.7 2,321 25.2
12,280 22.8 10,839 25.4 25,834 21.7

Total 64,127 19.8 108,305 243 124,157 27.2

Note: For details of the sales channels through which we sell our OBM products, including offline
distributorship, retail stores, third-party operated online stores, and self-operated online stores, please see
“Business — Sales and Distribution” in this document.
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Our gross profit and gross profit margin generally trended upward during the Track Record
Period, except for a decline in FY2022. The lower overall gross profit margin in FY2022 was
primarily due to the decrease in revenue amid the pandemic, while certain fixed costs did not
decrease proportionately.

In terms of product type, during the Track Record Period, (i) the gross profit margin for
traditional precious metal watches demonstrated an upward trend, initially driven by rising gold
prices that increased the average selling price of traditional precious metal watches, and
subsequently by effective cost control measures that reduced cost of sales despite stable pricing;
(i1) the gross profit margin for smart watches fluctuated due to varying product mix sold during
each year as well as our promotional strategy. Specifically, in FY2022 and FY2023, most of our
smart watches were gifted as complimentary items to customers purchasing our traditional
precious metal watches on online platforms for brand promotion purposes. As a result, we
incurred a gross loss on smart watch sales in FY2022, and experienced a relatively lower gross
profit and gross profit margin for the smart watch segment in FY2023. The gross profit margin
of smart watches increased in FY2024, primarily attributable to revenue growth from ODM
customers and expanding OBM sales driven by increasing market demand; and (iii) the gross
profit margin for accessories sales fluctuated due to the varying product mix sold during each
year and revenue contribution from various accessories items and subcontracting services
provided.

In terms of business model, during the Track Record Period, (i) the gross profit margin for
our OBM business fluctuated based on unit costs and revenue contribution across different sales
platforms. While the OBM gross margin was lower in FY2022 due to the impact of the
COVID-19 pandemic, it subsequently rebounded in FY2023 as the pandemic subsided and online
sales, which generate relatively higher margins, increased significantly. The OBM gross margin
further improved in FY2024 primarily due to decrease in our cost of sales; and (ii) the gross
profit margin for our ODM business was relatively lower in FY2022, primarily due to the impact
of the COVID-19 pandemic. In FY2024, the gross margin for our ODM business declined,
mainly because sales to Customer A, which has a lower a gross profit margin.

For more detailed analysis of the changes in our gross profit and gross profit margin during
the Track Record Period, please see “Financial Information — Description of selected items in
consolidated statements of profit or loss and other comprehensive income — Gross profit and
gross profit margin”.
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Net profit

We recorded a net profit of RMB24.5 million, RMB52.1 million and RMB49.3 million in
FY2022, FY2023 and FY2024, respectively.

Our profit for the year increased by RMB27.6 million or 112.3% from RMB24.5 million in
FY2022 to RMB52.1 million in FY2023, which was primarily attributable to several factors.
Firstly, a significant 37.6% surge in our revenue by RMBI121.8 million or 37.6% from
RMB323.7 million in FY2022 to RMB445.5 million in FY2023, driven by the recovery from the
COVID-19 pandemic, boosted sales of watches and accessories. This increase stemmed from
higher demand, increased sales volume (particularly for watches), and a rise in the average
selling price of precious metal watches due to increased gold prices. Secondly, our gross profit
margin improved from 19.8% in FY2022 to 24.3% in FY2023, primarily due to increased
efficiency and higher average selling prices in watch sales in FY2023. While the cost of sales
increased in FY2023 as compared to FY2022, it was offset by the substantial revenue growth in
FY2023. Finally, the increase in various categories of expenses, including selling expenses,
administrative expenses, R&D expenses and other expenses, in FY2023 which was outweighed
by the substantial increase in revenue and gross profit, combined with the significant increase in
other income and a decrease in impairment losses in FY2023, also contributed to the significant
increase in profit for the year.

Our profit for the year decreased to RMB49.3 million in FY2024 primarily due to the
[REDACTED] expenses incurred of RMB10.3 million. Although our revenue increased by 2.5%
from RMB445.5 million in FY2023 to RMB456.6 million in FY2024, the growth was partially
offset by a decrease in our watch sales, which was mitigated by an increase in our accessory
sales. The gross profit margin improved from 24.3% to 27.2%, primarily driven by the increase
in gross profit margin of our traditional precious metal watches resulting from decrease in total
cost of sales in FY2024. Meanwhile, selling expenses, administrative expenses all increased in
FY2024 as compared to FY2023, but were largely offset by the growth in revenue and gross
profit in FY2024.

For more detailed analysis of the changes in our net profit during the Track Record Period,
please see “Financial Information — Review of Historical Results of Operation”.
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Key Information from the Consolidated Statements of Financial Position

As at 31 December

2022 2023 2024
RMB’000 RMB’000 RMB’000
Total Non-current Assets 32,511 71,651 99,869
Total Current Assets 607,745 704,205 758,063
Total Current Liabilities 155,601 143,504 168,979
Net Current Assets 452,144 560,701 589,084
Total Assets less Current Liabilities 484,655 632,352 688,953
Total Non-current Liabilities 3,466 2,026 29,535
Net Assets 481,189 630,326 659,418
Capital and Reserves
Share capital 40,580 48,225 48,225
Reserves 440,609 582,101 611,193
Total Equity 481,189 630,326 659,418

Net current assets

Our net current assets increased to RMBS560.7 million as at 31 December 2023. The
increase was primarily due to the increase in inventories of RMB119.5 million for our
production. Our net current assets then remained relatively stable at RMB589.1 million as at 31
December 2024. The increase was primarily due to (i) increase in inventories of RMB23.5
million resulting from purchase of raw materials; and (ii) decrease in trade and other payables of
RMB26.4 million primarily resulting from the payment to settle the dividend payables in August
2024. Our net current assets remained relatively stable, at RMB609.2 million as at 28 February
2025.
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Net assets

Our net assets increased from RMB481.2 million as at 31 December 2022 to RMB630.3
million as at 31 December 2023, primarily due to combined effect of (i) the profit and total
comprehensive income attributable to owners of our Company of RMB52.1 million for FY2023
and (ii) the increase in our share capital and share premium of RMB7.6 million and RMB113.5
million resulting from the placement of shares in FY2023, which outweighed the reduction in
our retained profits by RMB24.1 million resulting from the declaration of dividends in FY2023.

Our net assets slightly increased from RMB630.3 million as at 31 December 2023 to
RMB659.4 million as at 31 December 2024, as the profit and total comprehensive income
attributable to owners of our Company during FY2024 of RMB49.3 million was partially offset
by the decrease in our retained profits of RMB20.3 million resulting from the declaration of
dividends in FY2024.

For more detailed analysis of the changes in our net assets during the Track Record Period,
please see “Financial Information — Description of Certain Items of Consolidated Statements of
Financial Position” and “Consolidated Statements of Changes in Equity” in Appendix I.

Key Information from our Consolidated Statement of Cash Flows

The following table sets forth a summary of our consolidated statement of cash flows
during the Track Record Period:

FY2022 FY2023 FY2024
RMB’000 RMB’000 RMB’000
Net cash from (used in) operating
activities 7,664 (35,750) 34,964
Net cash from (used in) investing
activities 3,509 (47,326) (37,008)
Net cash from (used in) financing
activities 69 72,979 (5,699)
Net increase (decrease) in cash and cash
equivalents 11,242 (10,097) (7,743)
Cash and cash equivalents at beginning
of year 20,581 31,823 21,726
Cash and cash equivalents at end of year 31,823 21,726 13,983
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In FY2022, we had net cash flow from operating activities of RMB7.7 million, primarily
due to an increase in trade receivables of RMB33.0 million, partially offset by an increase in
trade and other payables of RMBS8.2 million. In FY2023, we had net cash flow used in operating
activities of RMB35.8 million, primarily due to an increase in inventories of RMB109.2 million,
partially offset by a decrease in trade receivables of RMB17.0 million. In FY2024, we had net
cash flow from operating activities of RMB35.0 million, primarily due to our profit from
operation and an increase in trade and other payables of RMB17.6 million.

KEY FINANCIAL RATIOS
The following table sets forth our key financial ratios as of each of the dates indicated:

For the year ended/as at 31 December

2022 2023 2024
Gross Profit Margin (%) 19.8 24.3 27.2
Net Profit Margin (%) 7.6 11.7 10.8
Return on equity (%) 5.1 8.3 7.5
Return on total assets (%) 3.8 6.7 5.8
Current ratio (times) 3.9 4.9 4.5
Quick ratio (times) 0.6 0.5 0.6
Gearing ratio (%)™°' 19.9 17.5 22.1

Note: Gearing ratio was calculated by total interest-bearing borrowings and lease liabilities divided by total
equity as of the end of the year multiplied by 100%.

Our gearing ratio then decreased to 17.5% as at 31 December 2023 primarily due to the
increase in total equity mainly resulting from the placement of shares in FY2023, partially offset
by the increase in bank borrowings balance as at 31 December 2023. Our gearing ratio increased
to 22.1% as at 31 December 2024 primarily due to the increase in bank borrowings balance as at
31 December 2024.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

After the Track Record Period, we have continued to experience an increase in demand for
our smart wearable products, and have been taking strategic steps to capitalise on such growing
demand. Since January 2025, we have entered into framework agreements with ODM customers
for the development and sale of customised smartwatches featuring Huawei smart movements.
Notably, one of these ODM customers is a subsidiary of a pharmaceutical company listed in
Hong Kong and headquartered in Jiangsu, China, which is principally engaged in the research,
development, manufacturing, and sales of pharmaceutical products. In addition to these
developments, we are actively engaging in discussions with various potential ODM customers
regarding further smart product development projects, positioning us to capitalise on the
increasing demand for smart wearables.
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Our Directors confirm that there has been no material adverse change in our business,
financial condition and results of operations, nor has there been any material adverse change in
our revenue, cost of sales, gross profit, and gross profit margin, since 31 December 2024, being
the latest balance sheet date of our consolidated financial statements as set out in the
Accountants’ Report included in Appendix I to this document, and up to the date of this
document.

[REDACTED]

We estimate that the aggregate [REDACTED] to us from the [REDACTED] (after
deducting [REDACTED] and estimated expenses payable by us in connection with the
[REDACTED] (“[REDACTED]”), and assuming an [REDACTED] of HK$[REDACTED] per
[REDACTED], being the [REDACTED]) will be approximately HK${[REDACTED], assuming
that [REDACTED] is not exercised. We currently intend to apply such [REDACTED] in the
following manner:

(i) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to approximately
RMB[REDACTED]), will be used for further enhancing our production capacity to
reinforce our leading position in the traditional precious metal watch market and
capture growth opportunities in the smart precious metal watch and accessories
market. Specifically:

(a) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to
approximately RMB[REDACTED]), will be used for setting up the New Putian
Production Base; and

(b) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to
approximately RMB[REDACTED]), will be used for upgrading the production
facilities at our Shenzhen Production Base;

(ii) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to approximately
RMB[REDACTED]), will be used for strengthening our R&D capabilities to drive
sustained business growth through the establishment of the Putian R&D Centre;

(iii) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to approximately
RMB[REDACTED]), will be used for expanding and optimising our sales network,
strengthen our brand building and enhance our brand influence and recognition.
Specifically:

(a) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to
approximately RMB[REDACTED]), will be used for establishing two marketing
showcase and experience centres in Shenzhen and Sanya, China to provide
consumers with immersive brand experiences and facilitating direct customer
interactions;
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(b) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to
approximately RMB[REDACTED]), will be used for establishing 10 official
after-sales service outlets in major cities including Shenyang, Beijing, Xi’an,
Zhengzhou, Hohhot, Urumqi, Sanya, Chengdu, Jinan, and Harbin; and

(c) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to
approximately RMB[REDACTED]), will be wused for implementing a
comprehensive suite of offline and online brand-building initiatives to elevate
our market position and drive customer loyalty; and

(iv) approximately [REDACTED]%, or HK$[REDACTED] (equivalent to approximately
RMB[REDACTED]), will be used as working capital or for general corporate
purposes.

[REDACTED]

Assuming an [REDACTED] of HK$[REDACTED] per [REDACTED], being the
mid-point of the indicative [REDACTED] Range of HK$[REDACTED] to HK$[REDACTED]
per H Share, and assuming the [REDACTED] is not exercised, the total estimated
[REDACTED] in connection with the [REDACTED] (including [REDACTED]) was
RMB[REDACTED] (HK$[REDACTED] ) (including (i) [REDACTED]-related expenses
(including but not limited to [REDACTED] and fees) of RMB[REDACTED]
(HKS$[REDACTED]); and (ii) non-[REDACTED] related expenses of RMB[REDACTED]
(HKS$[REDACTED]), which consists of (a) fees and expenses paid to legal advisors and the
Reporting Accountants of RMB[REDACTED] (HK$[REDACTED]); and (b) other fees and
expenses of RMB[REDACTED] (HK$[REDACTED])), representing [REDACTED]% of the
[REDACTED] from the [REDACTED].

During the Track Record Period, we incurred [REDACTED] of RMB[REDACTED]
(HKS$[REDACTED]), of which RMB[REDACTED] (HK$[REDACTED]) were charged to our
consolidated statements of profit or loss and RMB[REDACTED] (HK$[REDACTED]) were
recognised as prepayment (which will be deducted from equity upon the [REDACTED]). We
expect to incur [REDACTED] of approximately RMB[REDACTED] (HK$[REDACTED]), of
which RMB[REDACTED] (HK$[REDACTED]) is expected to be recognised in the
consolidated statements of profit or loss as general administrative expenses and approximately
RMB[REDACTED] (HKS[REDACTED])) is expected to be recognised as a deduction in equity
directly upon the [REDACTED].

The [REDACTED] expenses above is the latest practicable estimate for reference only, and
the actual amount may differ from this estimate.
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CSRC FILING

On 17 February 2023, the CSRC promulgated the CSRC Filing Rules. The New Regulations
will comprehensively improve and reform the existing regulatory regime for overseas offering
and [REDACTED] of the PRC domestic companies’ securities and will regulate both direct and
indirect overseas offering and [REDACTED] of PRC domestics companies’ securities by
adopting a filing-based regulatory regime. Pursuant to the CSRC Filing Rules, PRC domestic
companies that seek to offer and list securities in overseas markets, either in direct or indirect
means, are required to fulfil the CSRC Filings procedure with the CSRC and report relevant
information. According to our PRC Legal Adviser, we are subject to the filing procedure and
reporting with the CSRC according to the CSRC Filing Rules.

On 3 December 2024, we submitted the CSRC Filings to the CSRC to apply for the
[REDACTED] of the H Shares (including H Shares to be converted from Domestic Shares) on
the Stock Exchange and the [REDACTED], and the CSRC accepted the CSRC Filings on
28 January 2025. The CSRC published the notification on completion of the CSRC Filings
procedures on [@]. By issuing such notification, the CSRC only confirms the completion of the
CSRC Filings procedures by the Company, but does not provide any confirmation as to the
[REDACTED] value of the H Shares or the [REDACTED] to the [REDACTED]. The CSRC
does not accept any responsibility for the accuracy or completeness of any of the statements
made or opinions expressed in the CSRC Filings or this document.

As advised by our PRC Legal Adviser, we [have completed] all relevant CSRC filings for
the [REDACTED] of [REDACTED] and [REDACTED], and no other approval from the CSRC
is required to be obtained before the [REDACTED]. See “Regulatory Overview — Laws and
Regulations Relating to Overseas Listing” for further details.

SHAREHOLDERS INFORMATION

Our Controlling Shareholders

As at the Latest Practicable Date, Mr. Li YZ, Mr. Hu, Mr. Li Shuo and Mr. Li LM were
entitled to exercise the voting rights attaching to approximately 20.53%, 13.69%, 13.69% and
13.69% of the total issued Shares of our Company, respectively. Mr. Hu was the founder of our
Company. Mr. Li YZ, Mr. Hu, Mr. Li Shuo, Mr. Li LM have been acting in concert with each
other and collectively controlled, managed and supervised the entire business, operation,
financial and other key aspects of our Group since Mr. Li YZ, Mr Li Shuo and Mr. Li LM
became our Shareholders in November 2015.

They entered into the Concert Party Agreement on 22 January 2016 and the Supplemental
Concert Party Agreements in 1 January 2021 and 12 July 2023 (collectively, the “Concert Party
Agreements”) to align their shareholding interests in our Company. Pursuant to the Concert
Party Agreements, Mr. Li YZ, Mr. Hu, Mr. Li Shuo, Mr. Li LM agreed to act in concert at
shareholders’ meetings of our Company since the date of the Concert Party Agreement. If they
fail to reach a consensus, Mr. Li YZ has the final decision-making power.
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Therefore, as at the Latest Practicable Date, Mr. Li YZ, Mr. Hu, Mr. Li Shuo and Mr. Li
LM, as our Controlling Shareholders, were collectively entitled to exercise the voting rights
attaching to approximately 61.60% of the total issued Shares of our Company.

Immediately after [REDACTED] (assuming that the [REDACTED] is not exercised), Mr.
Li YZ, Mr. Hu, Mr. Li Shuo and Mr. Li LM will be collectively entitled to exercise the voting
rights attaching to approximately [REDACTED]% of the total issued Shares of our Company
and will be our Controlling Shareholders for the purpose of the Listing Rules.

STATISTICS OF THE [REDACTED]

Based on an Based on an
[REDACTED] of [REDACTED] of
HK$[REDACTED] HKS$[REDACTED]

Market capitalisation of the Shares” HKS$[REDACTED] HKS$[REDACTED]
Unaudited [REDACTED] adjusted consolidated

net tangible assets per Share'® HK$[REDACTED] HKS$[REDACTED]
Notes:

(1)  The calculation of market capitalisation is based on each [REDACTED] and [REDACTED] Shares in issue
assuming the [REDACTED] had been completed on 31 December 2024 but takes no account of any Shares
which may fall to be [REDACTED] upon the exercise of the [REDACTED] or any Shares which may be
allotted, issued or repurchased by the Company pursuant to the general mandates.

(2)  The unaudited [REDACTED] adjusted consolidated net tangible assets value per Share referred to is calculated
based on [REDACTED] Shares in issue assuming the [REDACTED] had been completed on 31 December 2024
but takes no account of any Shares which may fall to be [REDACTED] upon the exercise of the [REDACTED]
or any Shares which may be allotted, issued or repurchased by the Company pursuant to the general mandates.

DIVIDEND

During the Track Record Period, our Company declared dividend of RMB24.3 million,
RMB24.1 million and RMB20.3 million in FY2022, FY2023 and FY2024, respectively.

In future, declaration and payment of any dividends would require the recommendation of
the Board and at their discretion. In addition, any final dividend for a financial year will be
subject to Shareholder’s approval, but no dividend shall be declared in excess of the amount
recommended by the Board. A decision to declare or to pay any dividend in the future, and the
amount of any dividends, depends on a number of factors, including our results of operations,
financial condition, the payment by our subsidiaries of cash dividends to us, and other factors
the Board may deem relevant. There will be no assurance that our Company will be able to
declare or distribute any dividend in the amount set out in any plan of the Board or at all. The
dividend distribution record in the past may not be used as a reference or basis to determine the
level of dividends that may be declared or paid by the Company in the future.

As of the Latest Practicable Date, we did not have any specific dividend policy nor
pre-determined dividend payout ratios.
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RISK FACTORS

Our business is subject to a number of risks and there are risks relating to an
[REDACTED] in the [REDACTED]. We believe that the following are some of the major risks
that may have a material adverse effect on us:

. Fluctuations in prices, or any unavailability, of the raw materials that we use in our
products, in particular gold, may materially and adversely affect our business, results
of operations or financial condition.

. Challenging economic conditions and economic uncertainty and the resulting
government actions could materially and adversely affect our business.

. Our business is dependent on the strength of our flagship proprietary brand “HIPINE”,
and any deterioration in our flagship proprietary brand could have an adverse effect on
our sales, profitability and the implementation of our growth strategy.

. We operate in competitive industries and if we are unable to compete effectively, our
sales, profitability and growth prospects may be materially and adversely affected.

. If we are unable to respond effectively to changes in market trends and consumer
preferences and increasing demand for design and quality, or failure to introduce
commercially viable products or failure to do so in a timely manner, our market share
and result of operations could be adversely affected.

. We are subject to risks associated with the distribution model of our products.

. During the Track Record Period, a number of our customers have contributed to a
significant portion of our revenue and continued to be our top five largest customers.
If they decrease their purchases in the future or if there is any substantial delay in
their payments or any failure by us in maintaining relationships with them, our results
of operations and financial conditions may be materially and adversely impacted.

You should read the entire “Risk Factors” section in the document carefully.

[REDACTED] FOR [REDACTED] ON THE STOCK EXCHANGE

Our Company has [REDACTED] to the [REDACTED] of the Stock Exchange for the
granting of the [REDACTED] of and permission to [REDACTED] in the H Shares to be
converted from Domestic Shares and to be [REDACTED] pursuant to the [REDACTED]
(including any additional H Shares which may be [REDACTED] pursuant to the exercise of the
[REDACTED]). [REDACTED] in the H Shares on the Stock Exchange are expected to
commence on [REDACTED]. The H Shares will be [REDACTED] of [REDACTED] H Shares
each. The [REDACTED] of the H Shares will be [@].
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In this document, unless the context otherwise requires, the following expressions shall

have the following meanings.

“Accountants’ Report”

“AFRC”

“Articles” or “Articles of
Association”

“associate(s)”

“Audit Committee”

“Beijing Shiji Tongyuan Jewellery
and Accessories”

“Beijing Shijiyuan Jewellery”

“Board” or “Board of Directors”

“business day”

[REDACTED]

“Chairman”

“close associate(s)”

the accountants’ report on our Group for the Track Record
Period which is set out in Appendix I to this document

the Accounting and Financial Reporting Council

the association of our Company conditionally adopted on
29 November 2024 with effect from the [REDACTED],
as amended or supplemented from time to time, a
summary of which is contained in Appendix V to this
document

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

Beijing Shiji Tongyuan Jewellery and Accessories Co.,
Ltd.* (At A0 VR R & 1 i A BR /A F]) (deregistered on
8 August 2022), a primary distributor under our OBM
business model up to February 2022 and a top five
customer of our Group during certain years of the Track
Record Period

Beijing Shijiyuan Jewellery Co., Ltd.* (Lt 4 4K EH
F/A H]), a primary distributor under our OBM business
model since February 2022, a ODM customer and a top
five customer of our Group during the Track Record
Period

the board of directors of our Company

any day (other than a Saturday, Sunday or public holiday
in Hong Kong) on which banks in Hong Kong are
generally open for normal banking business to the public
[REDACTED]

the chairman of the board of directors

has the meaning ascribed thereto under the Listing Rules

- 25—



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]

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

b}

“Company” or “our Company’

“Compliance Advisor”

“connected person(s)”
“connected transaction(s)”

“Controlling Shareholder(s)”

“Conversion of Domestic Shares
into H Shares”

“core connected person(s)”

[REDACTED]

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

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

Shenzhen Hipine Precision Technology Co., Ltd. (FIIPY
LA BRI M AR/ ) (formerly  known  as
Shenzhen Chuanjindaiyin Technology Co., Ltd. (YI%F 4
AR B B A FR A 7D, Shenzhen Junson
Gold&Silver-Inlaid Technology Co., Ltd (& i (%I %5 4
HERFL M A A FR/A A]) and Shenzhen Zunshang Colk &
Watch Co., Ltd. (YT M Sk A BRAF)), a limited
liability company established under the laws of the PRC
on 15 July 2013 and converted into a joint stock company
with limited liability on 1 February 2016

Ping An of China Capital (Hong Kong) Company Limited,
a licensed corporation registered under the SFO to carry
on Type 6 (advising on corporate finance) regulated
activities as defined in the SFO, being the Sole Sponsor to
the [REDACTED]

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules
shall have the meaning given to it under the Listing Rules
and unless the context otherwise requires, refers to Mr. Li
Yongzhong, Mr. Hu, Mr. Li Shuo and Mr. Li Linmao

the conversion of certain of the domestic Shares of our
Company as at the Latest Practicable Date into H Shares
as per the instructions of the relevant Shareholders,
further details of which are set out in “Share Capital -

Conversion of Domestic Shares into H Shares”

has the meaning ascribed thereto under the Listing Rules
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“Corporate Governance Code” or
“CG Code”

“COVID-19”

“CSRC”

“CSRC Filing(s)”

“CSRC Filing Rules”

“Customer A”

“Deyue Jiufan”

“Director(s)”

“Domestic Share(s)”

“EIT Law”

the provisions set out under “Corporate Governance Code
and Corporate Governance Report” in Appendix 14 to the
Listing Rules

coronavirus disease 2019

China Securities Regulatory Commission* (F1#E A K 3:H0
B 5 R B )

any letters, filings, correspondences, communications,
documents, responses, undertakings and submissions in
any form, including any amendments, supplements and/or
modifications thereof, made or to be made to the CSRC,
relating to or in connection with the [REDACTED]
pursuant to the CSRC Filing Rules and other applicable
rules and requirements of the CSRC

the Trial Administrative Measures of Overseas Securities
Offering and Listing by Domestic Companies (33 A3
HMEEATRE S AN BT BT HFEE) and  supporting  guidelines
issued by the CSRC (effective from 31 March 2023), as
amended, supplemented or otherwise modified from time to time

one of our top five customers for FY2024, which is an
ODM customer to whom we sold watches and jewellery.
For details, For details, please see “Business -
Arrangements with ODM Customers — Arrangements with
Customer A” and “Business — Our customers — Top five
customers — FY2024”

Shanghai Deyue Jiufan Investment Center (L.P.) (| iff&
SOLMARE R LHRES)), a  limited  partnership
established in the PRC on 27 October 2015

the director(s) of our Company

ordinary share(s) in the share capital of our Company,
with a nominal value of RMBI1.00 each, which are
subscribed for and paid up (or credited as paid up) in
Renminbi and are [REDACTED] Shares which are
currently not [REDACTED] or [REDACTED] on any
stock exchange

Enterprise Income Tax Law of the PRC* (3 A R 2LA1

RT3 HLIL), as amended or supplemented from time to
time
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“executive Director(s)”

“Expansion Plan”

“Extreme Conditions”

[REDACTED]

“Fujian Xipu”

“FY2023”

“FY2024”

“FY2025”

“FY2026”

“FY2027”

[REDACTED]

the executive director(s) of our Company

our expansion plan regarding the establishment of the
New Putian Production Base and the Putian R&D Centre.
For details, please see “Business — Our Business
Strategies — Further enhance our production capacity to
reinforce our leading position in the traditional precious
metal watch market and capture growth opportunities in
the smart precious metal watch and accessories market —
(i) Setting up the New Putian Production Base”, “Business
— Our Business Strategies — Strengthen our R&D
capabilities to drive sustained business growth” and
“Business — Expansion Plan”

the occurrence of “extreme conditions” as announced by
any government authority of Hong Kong due to serious
disruption of public transport services, extensive flooding,
major landslides, large-scale power outage or any other
adverse conditions before Typhoon Signal No. 8 or above
is replaced with Typhoon Signal No. 3 or below

[REDACTED]

Fujian Xipu Precision Technology Co., Ltd. (#& % 7454
HRHE AR/ A]) (formerly known as Fujian Chuanjin
Daiyin Technology Co., Ltd. (fi# & 2F & W REHH A R A
Al)) a company established in the PRC with limited
liability on 9 May 2017 and a wholly-owned subsidiary of
our Company

the financial year ended 31 December 2023

the financial year ended 31 December 2024

the financial year ending 31 December 2025

the financial year ending 31 December 2026

the financial year ending 31 December 2027

[REDACTED]
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“GOLDBEAR”

LR INT3 9

“Group”, “we”, “our” or “us”

“H Share(s)”

[REDACTED]

“Hainan Hipine”

“HIPINE”

“HKS$” or “Hong Kong dollars”
[REDACTED]

[REDACTED]

“HKICPA”

“HKSCC”

[REDACTED]

one of our proprietary brands

our Company and its subsidiaries at the relevant time or,
where the context otherwise requires, in respect of the
period prior to our Company becoming the holding
company of its present subsidiaries, such subsidiaries as if
they were subsidiaries of our Company at the relevant
time

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

[REDACTED]

Hainan  Hipine  International = Watch  Technology
Co., Ltd. (5 Fg P55 2 B FE 8% 88 BH A FRA Al), a company
established in the PRC with limited liability on 17
November 2023 and a wholly-owned subsidiary of our
Company

our flagship proprietary brand

Hong Kong dollars, the lawful currency of Hong Kong
[REDACTED]

[REDACTED]

The Hong Kong Institute of Certified Public Accountants
Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and

Clearing Limited

[REDACTED]
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[REDACTED] [REDACTED]

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

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

“Huawei” Huawei Device Co., Ltd. (¥E£#K A R/AH]) a leading
global Chinese technology company recognised for its
cutting-edge 5G technology. According to its 2023 annual
report, founded in 1987, this technology company is a
leading global provider of  information and
communications technology (ICT) infrastructure and smart
devices

“IFRS” International Financial Reporting Standards

“Indemnity Undertaking”

“independent non-executive
Director(s)”

an indemnity undertaking dated 20 November 2024
entered into by our Controlling Shareholders in favour of
our Company and its subsidiaries to provide certain
indemnities, particulars of which are set out in “D. Other
Information — 10. Indemnity Undertaking” in Appendix VI
to this document

the independent non-executive director(s) of our Company
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“Independent Third Party(ies)”

“Industry Consultant” or “CIC”

“Industry Report” or

“CIC Report”

[REDACTED]

[REDACTED]

[REDACTED]

[REDACTED]

“Jingcheng Times”

“Jinyingu Investment”

a person who, as far as our Directors are aware after
having made all reasonable enquiries, is not a connected
person of our Company

China Insights Consultancy, an independent market
research and consulting company

an independent market research report commissioned by
our Company and prepared by our Industry Consultant for
the purpose of this document

[REDACTED]

[REDACTED]

[REDACTED]

[REDACTED]

Jingcheng Times Group Co., Ltd. Okt 4E A RA
A]), a company established in the PRC with limited
liability on 13 June 2006 and one of our Shareholders
Putian Jinyingu Investment and Development Co., Ltd. (#f
H R 5 & BHEE A R /A Fl), a company established in

the PRC with limited liability on 15 March 2017 and is
one of our Shareholders
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“Lanxi Jiuhe”

“Latest Practicable Date”

[REDACTED]
[REDACTED]
[REDACTED]

]

“Listing Rules’

“Main Board”

“Mr. Hu Shaohua” or
“Mr. Hu”

“Mr. Li Linmao” or
“Mr. Li LM”

“Mr. Li Shuo”

(Lanxi Jiuhe Investment Partnership (Limited Partnership)
MENEBREGHEEEREY)  (now  known  as
Shanghai Jiuhe Investment Management Partnership
(Limited Partnership) (FE LB EEHGE BECHR
£%))), a limited partnership established in the PRC on
11 October 2017

26 May 2025, being the latest practicable date for the
purpose of ascertaining certain information contained in
this document prior to its publication

[REDACTED]
[REDACTED]
[REDACTED]

the Rules Governing the Listing of Securities on the Stock
Exchange, as amended or supplemented from time to time

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

Mr. Hu Shaohua (#]7V#£) (former name: Hu Shaofeng (¥
" §%)), an executive Director and general manager of our
Company, one of our Controlling Shareholders, and
son-in-law of Mr. Yongzhong, and brother-in-law of Mr.
Li Shuo and Mr. Li Linmao

Mr. Li Linmao (Z#MJ%), one of our Controlling
Shareholders, and son of Mr. Li Yongzhong,
brother-in-law of Mr. Hu and younger brother of Mr. Li
Shuo

Mr. Li Shuo (%1H), the deputy general manager of our
Company, one of our Controlling Shareholders, and son of
Mr. Li Yongzhong, brother-in-law of Mr. Hu and elder
brother of Mr. Li Linmao
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“Mr. Li Yangjin” or
“Mr. Li YJ”

“Mr. Li Yongzhong” or
“Mr. Li YZ”

“MOFCOM”

“NDRC”

“NEEQ”

“New Putian Production Base”

“Nomination Committee”

“non-executive Director(s)”

“NPC” or “National People’s
Congress”

[REDACTED]

[REDACTED]

Mr. Li Yangjin (ZF54), an executive Director, Board
secretary, deputy general manager, chief financial officer
and a joint company secretary of our Company

Mr. Li Yongzhong (%K), Chairman of our Board, an
executive Director, one of our Controlling Shareholders,
father-in-law of Mr. Hu Shaohua, and father of Mr. Li
Shuo and Mr. Li Linmao

the Ministry of Commerce of the PRC (H % A 3L A1 5 p5
H5ER)

the National Development and Reform Commission of the

PRC* (HH#E N RN B B 2 85 R M 0 & B )

The National Equities Exchange and Quotations

the new production base to be established under our
Expansion Plan, which is located at Licheng District,
Putian, China (H'BI# H 753 [%). For details, please see
“Business — Our Business Strategies — Further enhance
our production capacity to reinforce our leading position
in the traditional precious metal watch market and capture
growth opportunities in the smart precious metal watch
and accessories market — (i) Setting up the New Putian
Production Base” and “Business — Expansion Plan”

the nomination committee of our Board

the non-executive director(s) of our Company

the National People’s Congress of the PRC

[REDACTED]

[REDACTED]

—- 33 _



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] [REDACTED]
[REDACTED] [REDACTED]
“PBOC” the People’s Bank of China

“PRC” or “China”

“PRC Company Law’

“PRC government”

“PRC Legal Adviser”

[REDACTED]

)

the People’s Republic of China, excluding for the
purposes of this document only, Hong Kong, the Macau
Special Administrative Region of the People’s Republic of
China and Taiwan

Company Law of the PRC* (H1# N RALFEH A wi%), as
amended and adopted by the Standing Committee of the
Tenth National People’s Congress on October 27, 2005
and effective on January 1, 2006, as amended or
supplemented from time to time, which was latest
amended on 29 December 2023 and became effective on 1
July 2024

the government of the PRC, including all governmental
subdivisions (including provincial, municipal and other

regional or local government entities)

Grandway Law Offices, the PRC Legal Adviser of our
Company in connection with the [REDACTED]

[REDACTED]
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[REDACTED]

“Putian Production Base”

“Putian R&D Centre”

“Putian Site”

“Qianhai Zunshang”

“Qushi Yiling”

“Regulation S”

“Remuneration and Assessment
Committee”

“Reporting Accountant”

“RMB ”»

“SAFE”

[REDACTED]

our production base located at Beigao Jewellery
Manufacturing Centre, Putian, China (" F &I #E fd [
75 & T3 00)

the new R&D centre to be established under our
Expansion Plan, which is situated at our New Putian
Production Base. For details, please see “Business — Our
Business Strategies — Strengthen our R&D capabilities to
drive sustained business growth” and “Business -
Expansion Plan”

one parcel of land with a gross site area of 12,221.78
sq.m. in Licheng District, Putian, China, the land use right
to which is owned by us. As at the Latest Practicable
Date, the New Putian Production Base was being
constructed on the Putian Site

Shenzhen  Qianhai  Zunshang  Equity  Investment
Partnership Enterprise (Limited Partnership) (3% &
MR E S B EEERASY)), a limited partnership
established in the PRC on 13 November 2015 and was set
up as an employee shareholding platform

Ningbo Meishan Bonded Port Zone Trend Yiling
Investment Partnership Enterprise (Limited Partnership)
(BEPAF I RBLUE B SO IR E S W REERER)), a
limited partnership established in the PRC on 7 July 2017
and one of our Shareholders

Regulation S under the U.S. Securities Act

the remuneration and assessment committee of our Board
Deloitte Touche Tohmatsu, reporting accountant of our
Company

Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC*
(2 N R LA B B R A B A PR
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“SASAC”

“SAT”

“SFC”

“SFO”

“Shanghai Lao Feng Xiang Watch”

“Shareholder(s)”

“Share(s)”

2

“Shenzhen Jinhongyun Jewellery’

“Shenzhen Production Base”

“Shenzhen R&D Centre”

“Shenzhen Xinnuo Jewellery”

State-owned Assets Supervision and Administration
Commission

State Administration of Taxation of the PRC* (F1 % A 3k
R 1 [901 52 o 5 A )

the Securities and Futures Commission of Hong Kong

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

Shanghai Lao Feng Xiang Watch Co., Ltd.* (i Bt
BERA PR/ F]), an ODM customer and a top five
customer of our Group during certain years the Track
Record Period

holder(s) of Shares

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

Shenzhen Jinhongyun Jewellery Co., Ltd.* (454 #) Bk
HAM /AT (previously known as Shenzhen Hongyun
Jewellery Co., Ltd*. (FEINELFIKE AR/ A])), an ODM
customer and a top five customer of our Group during the
Track Record Period

our production base located at Xiufeng Industrial City,
Longgang, Shenzhen, China (9 [ GEIITH HE fa I 75 14 T.2E
)

our R&D centre situated at our Shenzhen Production Base

Shenzhen Xinnuo Jewellery Co., Ltd.* (I GGk E A
F/A7]), a primary distributor under our OBM business
model and a top five customer of our Group during the
Track Record Period
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[REDACTED]

“Sole Sponsor”

[REDACTED]

“State Council”

“Strategy Committee”

“Stock Exchange”

“subsidiary(ies)”

“substantial shareholder(s)”

“Supervisor(s)”

“Takeovers Code”

“Track Record Period”

[REDACTED]

[REDACTED]

“U.S.” or “United States”

“U.S. Securities Act”

[REDACTED]

Ping An of China Capital (Hong Kong) Company Limited,
a licensed corporation registered under the SFO to carry
on Type 6 (advising on corporate finance) regulated
activities as defined in the SFO, being the Sole Sponsor to
the [REDACTED]

[REDACTED]

State Council of the PRC* (" 3E A B LA 3 B7 75 Bie )

the strategy committee of the Board

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules
the supervisor(s) of our Company

The Hong Kong Code on Takeovers and Mergers issued
by the SFC, as amended or supplemented from time to
time

FY2022, FY2023 and FY2024

[REDACTED]

[REDACTED]

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

of Columbia

the United States Securities Act 1933, as amended or
supplemented from time to time
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“Xianyou Oak” Xianyou Oak Electronic Technology Co., Ltd. (fili#Z 55
18 TR A B/ 7)), a company established in the PRC
with limited liability on 23 September 2016 and was
deregistered on 19 August 2019

“Xinjiang Guojin Haoyao Xinjiang Guojin Haoyao Jewellery Co., Ltd.* (&2 4 ik
Jewellery” IR E A BR/AT]), a primary distributor under our OBM

business model up to July 2022, and a top five customer
of our Group during certain period(s) of the Track Record

Period
“Xinjiang Guojin Shengshi Xinjiang Guojin Shengshi Jewellery Co., Ltd.* (&= 4
Jewellery” B E A PR 7)), a primary distributor under our OBM

business model since July 2022, and a top five customer
of our Group during certain period(s) of the Track Record
Period

“Yiling Zhicheng” Ningbo Meishan Bonded Port Area Xinyi Zhicheng
Investment Partnership (Limited Partnership) (&£ #4511 f&
B [ E B E B REHRER)), a limited
partnership established in the PRC on 14 June 2017 and
one of our Shareholders

“%” per cent.
In this document, unless the context otherwise requires, the terms “associate”, “close
associate”, “connecte erson’, onnecte ransaction”, “controlling shareholder’, “core
sociate”, “ cted son”, “c cted transact “ troll hareholder’,
connected person”, “subsidiary” and “substantial shareholder” shall have the meanings given

to such terms in the Listing Rules.

Unless otherwise specified, all references to any shareholdings in our Company assume no
exercise of the [REDACTED].

For ease of reference, the names of Chinese laws and regulations, governmental
authorities, institutions, natural persons or other entities (including certain of our subsidiaries)
have been included in this document in both the Chinese and English languages and in the event
of any inconsistency, the Chinese versions shall prevail. English translations of company names
and other terms from the Chinese language are marked with “*” and are provided for

identification purposes only.

Unless expressly stated or otherwise required by the context, all data are as of the Latest
Practicable Date.

If there is any inconsistency between this document and the Chinese translation of this

document, this document shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this
document as they relate to our Group and are used in this document in connection with our
business or us. These terms and their given meanings may not correspond to standard
industry definitions or meaning or usage as used in other contexts.

“24K gold”

“24K gold watch”

“Au9999”

“assembling” or “assembly”
“CAGR”
66CNC”

“dual-wearable”

“ERP”

“ex-factory price”

[Tt

“gold bullion”

refers to alloy material with gold content of 99.90% or
above, according to the PRC National Standard No.
GB11887. It can also be expressed as Au999. 24K gold is
highly valuable and prized for its rich, lustrous yellow
colour, as well as its softness and malleability.

refers to a kind of gold watch, of which the gold of the
watch case is 24K gold

refers to gold and alloys with gold content of 99.99% or
above, which is a common standard for denoting gold
purity adopted by the Shanghai Gold Exchange

process of fitting together the components of a product
compound annual growth rate
computer numerical control

refers to a feature of a specific kind of watches which
allows the wearer to disassemble the watch case and
switch between two or more types of movements, thereby
creating a variety of watch products and enabling two
distinct wearing experiences

enterprise resource planning, the integrated management
of main business processes, often in real time and
mediated by software and technology

the selling cost of goods from the vendor’s factory
gram

gold bullion refers to high purity gold metal bulks
primarily sold in bulk as an investment instrument for
investors to hedge against currency, inflation and
geopolitical risks, and is fundamentally different form
gold watches or gold accessories which are primarily sold
as consumable goods
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“GDP”

“GFA”

“GMV”

“gold watch”

“ICT”

gross domestic product
gross floor area

gross merchandise value. According to CIC, it is a key
metric used to measure the total sales value generated
through a marketplace over a specific time period. In the
context of the watch market, GMYV refers to the total sales
value of all watches sold, usually reported on an annual
basis

a kind of precious metal watch the watch case of which is
primarily made of gold and its alloys which means that
the nominal thickness of the gold and/or its alloys covered
on the watch case exceeds 300 microns, with reference to,
according to CIC, the understanding of and interpretation
by industry experts in relation to (i) the industry
guidelines as defined in “Watch-cases and accessories —
Gold alloy coverings — Part 1: General requirements”
issued by the State Administration for Market Regulation
(TR 5 EEEMAR) and the Standardisation
Administration of China ("B ZFEELEIZ BE) in
2019, which are aligned with the international standard
ISO 3160-1; (ii) the industry guidelines QB/T 4160-2023,
“Watches with jewels and precious metal alloys” (ff I &
A B & JERFEL), issued by the Ministry of Industry
and Information Technology of the People’s Republic of
China (F#ENRILFE TEMEELH) in 2023; (ii)
group standard ([EI#8E#E) T/CGA 41-2023, “Solid gold
watch” (J£42F$%), issued by the China Gold Association
(FEJ B4 W) in 2023; and (iv) the applicable industry
norms. It should be noted that there is no specific market
standard explicitly defining “gold watch” and the above
definition, which reflects our Company’s interpretation
based on CIC’s advice, is adopted solely for the purpose
of presenting relevant market information in this
document. According to CIC, gold watches are valued for
their premium appearance, durability, and the value of the
gold used in their construction. The gold used in gold
watches can vary in purity, with common types being 24K
gold and non-24K gold

information and communications technology

— 40 —



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.

GLOSSARY OF TECHNICAL TERMS

“IOT”

“IP”

“IT”

“kg”

“mechanical movement”

“movement” or “watch movement”

“non-24K gold”

“non-smart watch”

“OBM”

“OBM product(s)”

“ODM”

“ODM product(s)”

internet of things
intellectual property(ies)
information technology
kilogram

a movement which uses the power from a wound spring
and keeps time by utilising energy from the tension of the
spring to power a set of gears

the completed individual mechanism contained inside the
case of a watch, not including the watch casing or watch
dial itself, which is responsible for time keeping

an alloy with gold content of less than 99.90%

a watch without smart features. According to CIC,
non-smart watches primarily serve the purpose of
timekeeping and emphasise craftsmanship, aesthetics, and
brand heritage in their design

original brand manufacturing, where a manufacturer
develops and owns the design of a product which is
marketed and sold under such manufacturer’s own brand
name

products manufactured under our OBM business model

original design manufacturing, where a manufacturer
designs and manufactures a product as specified by its
customer which is subsequently sold under the brand

name of such customer or under no specific brand

products manufactured under our ODM business model
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“precious metal watch”

“primary distributor’

“quartz movement”

“R&Dn

“Retail Outlet(s)”

“smart watch”

113 ”»

sq.m.

“sub-distributor”

>

according to CIC, a precious metal watch is a timepiece
with its watch case crafted from precious metals and alloy
materials, typically including gold, platinum and silver,
which are valued for their rarity, aesthetic appeal and
intrinsic value. Precious metal watches can be categorised
in several ways, including (i) by the precious metal and
its alloys used for the watch case, e.g. gold watches,
platinum watches and silver watches; (ii) by the
decoration technique of the dials, e.g. enamel watches and
jewellery watches; and (iii) by the inclusion of smart
features, e.g. smart precious metal watch and non-smart
precious metal watch

an entity which is authorised by our Group to distribute
our OBM products in the sales region(s) assigned by us
pursuant to written distribution agreement(s) entered into
between the entity and our Group

a movement which utilises power from a small battery to
keep time

research and development

point(s) of sales at which our OBM products are sold to
end consumers, such as display centres operated by our
primary distributors and individual jewellery retail stores
and sales counters in department stores and shopping
malls to whom our primary distributors and/or their
sub-distributors distributed our OBM products

a watch with smart features. According to CIC, smart
watches not only perform the traditional functions of
watches but also integrate compact computer capabilities,
with features such as fitness tracking, global positioning
system (GPS) navigation, and the ability to run various
applications. For the avoidance of doubt, a smart watch
includes a smart precious metal watch, i.e. a precious
metal watch with smart functions

square metre(s)
an entity to whom our OBM products are sub-distributed

by our primary distributor(s) within the sales region
assigned by us
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“traditional precious metal watch”

“Vickers hardness number”

“watch case” or “watch casing”

“watch crown”

“watch dial”

a precious metal watch that does not include any smart
features

the numerical result of the Vickers hardness test, which is
a method to measure the hardness of metal materials

case of a watch that protects the watch movement from
dust, damp and shocks and gives the watch an appearance.
According to CIC, the bezel can be considered part of the
watch case

knob located on the outside of the watch dial or face and
used for winding the watch. It is also used for setting the
hands of the watch to the right time

the plate of metal or other material bearing various

markings to show the hours, minutes and seconds,
commonly known as the face of a watch
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FORWARD-LOOKING STATEMENTS

FORWARD-LOOKING STATEMENTS CONTAINED IN THIS DOCUMENT ARE
SUBJECT TO RISKS AND UNCERTAINTIES

This document contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. The forward-looking statements are contained principally in
the sections headed “Summary”, “Risk Factors”, “Industry Overview”, “Business”, “Financial
Information” and “Future Plans and [REDACTED]” in this document. When used in this

113

document, the words “aim”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “going
forward”, “intend”, “may”, “might”, “plan”, “project”, “propose”, “seek”, “should”, “target”,
“will”, “would” and the negative of these words and other similar expressions, as they relate to
our Group or our management, are intended to identify forward-looking statements. These
statements relate to events that involve known and unknown risks, uncertainties and other
factors, including those listed under the section headed “Risk Factors” in this document, which
may cause our actual results, performance or achievements to be materially different from
performance or achievements expressed or implied by the forward-looking statements. These

forward-looking statements include, without limitation, statements relating to:
. our business prospects, strategies and our operating and expansion plans;

. our objectives and expectations regarding our future operations, profitability, liquidity
and capital resources;

. future events and developments, trends and conditions in the industry and markets in
which we operate or plan to operate;

o our ability to control costs;

. our ability to identify and successfully take advantage of new business development
opportunities;

. our dividend policy; and

. Certain statements in “Financial Information” with respect to trends in prices,
volumes, operations, margins, overall market trends, risk management and exchange
rates.

Such statements reflect the current views of our management with respect to future events,
operations, profitability, liquidity and capital resources, some of which may not materialise or
may change. Actual results may differ materially from information, implied or expressed, in the
forward-looking statements as a result of a number of factors, including, without limitation, the
risk factors set out in “Risk Factors” and the following:

. changes in the laws, rules and regulations applicable to us or relating to any aspects of
our business or operations;
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o our ability to attract and retain customers;
. our ability to attract and retain experienced employees and key personnel;
. our ability to protect our brand, trademarks or other intellectual property rights;

. general economic, market and business conditions in the PRC, including the
sustainability of the economic growth in the PRC;

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

. business opportunities and expansion that we may pursue;

o our ability to identify, measure, monitor and control risks in our business, including
our ability to improve our overall risk profile and risk management practices; and

. other factors beyond our control.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
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 contained in
this document are qualified by reference to the cautionary statements set forth in this section as
well as the risk factors and uncertainties set out in “Risk Factors”.

In this document, statements of or references to our intentions or those of any of our

Directors are made as at the date of this document. Any such intentions may change in light of
future developments.
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An [REDACTED] in our H Shares involves various risks. You should carefully consider
all the information in this document and, in particular, the risks and uncertainties described
below before making an [REDACTED] in our H Shares.

The occurrence of any of the following events, as well as other risks and uncertainties that
are not yet identified or that we currently think are immaterial, could materially and
adversely affect our business, financial condition, results of operations or prospects. If any of
these events occur, the [REDACTED] of our H Shares could decline and you may lose all or
part of your [REDACTED]. You should seek professional advice from your relevant advisers

regarding your prospective [REDACTED] in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Fluctuations in prices, or any unavailability, of the raw materials that we use in our
products, in particular gold, may materially and adversely affect our business, results of
operations or financial condition.

Our costs of raw materials represent the largest component of our cost of sales, and
significant fluctuations in the prices of raw materials, which primarily include gold, can have a
significant effect on our business, results of operations and financial condition.

Gold prices may be affected by a number of factors, such as (i) industrial and consumer
demand, (ii) lending, sales and purchases of gold by government agencies (including central
banks) and multilateral institutions that hold gold, and other proprietary trading activities, and
(iii) sales of recycled gold, levels of gold production, production costs and supply disruptions in
major gold-producing nations. Gold prices may also be affected by factors resulting from how
gold markets are structured, such as non-concurrent trading hours of gold markets and, at times,
rapid short-term changes in supply and demand because of speculative trading activities. Other
factors affecting the price of gold include the structure of, and confidence in, the global
monetary system, expectations of the rate of inflation, the relative strength of, and confidence
in, the US dollar (the currency in which the price of gold is generally quoted), interest rates,
gold borrowing and lending rates, and global or regional economic, political, regulatory, judicial
or other events, as well as wars and other upheavals. In addition, we are susceptible to
fluctuations in gold prices, as we did not utilise any significant hedging instruments to manage
such fluctuations, except for gold loans in FY2022, FY2023 and FY2024.
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Our revenue growth during the Track Record Period was partially attributable to the
appreciation of gold, as we generally adjusted the selling prices of our precious metal watches
and gold accessories products to reflect fluctuations in gold prices. However, we cannot assure
you that gold prices will maintain at the current level. If gold prices change significantly in the
future, consumer sentiment and willingness to purchase gold may be affected, which may in turn
affect our sales and revenue. In addition, our inventories are stated at the lower of cost and net
realisable value. During the Track Record Period, the vast majority of our inventories consisted
of gold inventories such as (i) gold ingots and (ii) hardened gold and other work-in-progress and
finished gold-containing products. Therefore the fluctuations in our inventories may be
influenced by changes in the market price of gold and the quantity of gold inventories and
gold-containing semi-finished products that we held. A decrease in gold prices may also result in
a decrease in the carrying value of our inventories, thus negatively affecting our financial
statements.

Furthermore, we have also entered into gold loans as a gold price exposure management
method during the Track Record Period to manage the financial impact of gold price
fluctuations. For outstanding gold loans, if gold prices decline, we may experience a loss in the
value of the gold watches and gold accessories products sold, but simultaneously we may benefit
from a fair value gain on such gold loans. Conversely, if gold prices rise, we may incur a loss on
gold loans, but we may be able to sell the gold watches and gold accessories products at higher
prices that are reflective of the higher gold prices. See “Business — Measures to Manage Raw
Materials Price Fluctuations — Obtaining gold loans to hedge against gold price fluctuations” and
“Financial Information — Description of selected items in Consolidated Statements of Profit or
Loss and Other Comprehensive Income — Other gains and losses” in this document.

Any potential gains or losses from such gold loans will be largely offset by the inherent
effect arising from our business. We intend to continue using gold loans to manage gold price
fluctuations in the future. However, we cannot assure you that such arrangement will continue to
be effective in mitigating the financial impact of gold price movements and that our arrangement
will be able to protect us from unfavourable gold price movements. Failure to successfully
utilise our gold price exposure management method to manage gold price movements could have
a material and adverse effect on our business, financial condition and results of operations.
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Challenging economic conditions and economic uncertainty and the resulting government
actions could materially and adversely affect our business.

The demand for our precious metal watches and accessories products largely depends on
the disposable income and spending patterns of our current and prospective consumers, which
are affected by factors such as prevailing and anticipated economic conditions, job market
outlook and the performance of stock market and other alternative investments, as well as
expected future global and regional macroeconomic conditions such as employment rates,
inflation rates and interest rates. Any adverse economic developments in one or more of our key
markets where the majority of our revenue is generated, in particular the PRC, could result in
reduced demand for our products, which in turn could result in lower revenue and reduced
profit. In addition, there is a greater likelihood that more of our customers or contractual parties
could become delinquent in respect of their obligations to us during a period of economic
slowdown, whereas trade and capital flows may further contract as a result of protectionist
measures introduced in certain markets which could cause a further slowdown in economies.
Factors such as consumer, corporate and government spending, business investment, volatility of
the capital markets, and inflation may also affect the business and economic environment, the
growth of the PRC’s precious metal watch, jewellery and accessories industries, and ultimately,
the profitability of our business. Based on the above, our business, results of operations and
financial condition would likely be hindered by an economic downturn in any of our key
markets or generally.

On the other hand, even during a period of economic upturn, we may still face challenges
to maintain consumer demand for our products due to the availability of alternative products and
investment options. Also, consumer sentiment and willingness to purchase gold products may be
partially affected by economic conditions and commodity prices. For example, consumers may
be more cautious about making major purchases when facing economic uncertainty and may be
more willing to purchase luxury items when economic uncertainty subsides.

We cannot assure you that the general consumer demand in our markets will not be
adversely impacted by global or regional economic conditions. In addition, in the event that our
competitors react to any declines in market trends, consumer demands or confidence by reducing
retail prices, our ability to maintain our market share may be adversely impacted and we may
have to intensify our sales and marketing efforts in order to compete effectively. Such efforts
could materially and adversely affect our business, results of operations and financial condition.
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Our business is dependent on the strength of our flagship proprietary brand “HIPINE”,
and any deterioration in our flagship proprietary brand could have an adverse effect on
our sales, profitability and the implementation of our growth strategy.

We consider our flagship proprietary HIBINE HIPINE brand to be one of our most
important assets. Our sales of precious metal watches and accessories products primarily rely on
the strength of our flagship proprietary brand. The strength of our HIPINE brand is based on our
reputation for providing high-quality products which are aesthetic and functional, complemented
by responsive customer service across our distribution network. Our brand image is also built on
our product designs, the materials used in our products, the presentation and quality of our
products, our brand image, the image of our primary distributors and the Retail Outlets, and the
effectiveness of our sales and marketing efforts.

Failure to manage any of the above factors or the failure of our sales, marketing and other
promotional activities to further strengthen our brand image could adversely affect the value and
perception of our brand image, as well as our ability to distinguish ourselves from competitors
and maintain existing or attract new customers. In addition, our reputation and brand image may
be negatively affected by certain factors which are beyond our control. For example, the
majority of our products were sold to our primary distributors and not to end consumers during
the Track Record Period. See “Business — Sales and Distribution — OBM sales and distribution
model — Distributorship” in this document. Since we have no ownership or managerial control
over our primary distributors or any sub-distribution networks of our primary distributors, there
is no guarantee that the distribution model of our products will be an efficient and cost-effective
means for us to sell our products to our target customers or that our primary distributors will
comply with the requirements in our distributorship agreements or the relevant legal or
regulatory requirements, which may detrimentally affect our brand image and reputation among
customers. See “Business — Sales and Distribution”. Should our brand image or reputation
deteriorate, we may not be able to maintain our current prices or sales volumes or introduce new
products or enter new markets, which may materially and adversely affect our business, results
of operations, financial condition and our growth strategies.
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We operate in competitive industries and if we are unable to compete effectively, our sales,
profitability and growth prospects may be materially and adversely affected.

The precious metal watches, jewellery and accessories industries are competitive, and we
face competition at an international, regional and national level. Both markets are characterised
by the presence of well-established brands recognised for offering original and popular designs
and high-quality products with distinctive brand characteristics. Furthermore, new market
entrants, which could pose significant competition pressures on us and reduce our market share,
may also enter into these markets. Watch and jewellery and accessories brands compete mainly
on the basis of their brand image, the popularity and quality of their products, their sales
network, the success of their marketing efforts and the quality of their customer service. See
“Industry Overview — Competitive landscape of precious metal watch and gold watch markets”
and “Business — Market and Competition” in this document. Our competitors may have greater
brand recognition, design and production capabilities, retail and distribution networks, sales and
marketing functions, customer relationships or financial resources than we do, and they may be
able to respond quicker than we can to emerging market trends.

Competition in our markets could cause us to increase capital investment, increase sales
and marketing and other expenditures or prevent us from increasing prices to recover higher
costs, thereby causing us to reduce margins or lose market share. If we fail to compete
effectively against our competitors, our business, results of operations, financial condition and
growth prospects may be materially and adversely affected.

If we are unable to respond effectively to changes in market trends and consumer
preferences and increasing demand for design and quality, or to introduce commercially
viable products or to do so in a timely manner, our market share and result of operations
could be adversely affected.

The success of our precious metal watches and accessories business is dependent on our
ability to identify market trends and consumer preferences, and then to design and bring to the
market products that accommodate such trends and preferences to the satisfaction of a broad
range of customers and consumers in a timely manner, by either upgrading existing products or
developing new product offerings with enhanced craftsmanship, technology, aesthetics and
functionality propositions. However, consumer preferences may shift over time in response to
various factors, such as changing economic circumstances. If we fail to anticipate or respond to
changes in consumer preferences or fail to bring to market in a timely manner products that
satisfy new trends and preferences, our market share, our sales and profitability could be
adversely affected.

Similarly, if we fail to appreciate or underestimate the extent of any anticipated increase in
consumer demand for our products, we may experience a loss of sales opportunities, which may
also have an adverse impact on our goodwill, brand image and profitability. Therefore, if we
were unsuccessful in anticipating or responding to changes in consumer preferences as well as
the increasing demand for design and quality in a timely manner, our sales, business, results of
operations, and prospects may be materially and adversely affected.
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Furthermore, the precious metal watch, jewellery and accessories industries in the PRC is
highly susceptible to changes in prevailing market trends and consumer preferences. In order to
achieve a continued success in these industries, we must be able to anticipate, identify and
respond promptly to such changes. As consumer preferences for precious metal watches and
accessories are highly subjective in nature, we may fail to anticipate or respond to their changes.
As a result, we cannot assure you that our products will be commercially viable or successful. If
we were unable to introduce commercially viable products, our inventory of slow-moving and
obsolete products will increase and our financial condition and profitability may be adversely
affected. In the long run, this could lead to loss or diminution in the goodwill and brands image,
which in turn could have an adverse effect on our business, results of operations and financial
condition.

While a significant percentage of our raw materials are commodities, various factors such
as a decrease in the number of suppliers of such raw materials or a reduction in the overall
availability of such raw materials (whether due to a lack of supply, the loss of a supply contract,
increased demand from our competitors or fluctuations in world market prices) may adversely
affect (i) the availability of, (ii) our access to, or (iii) the cost of purchasing certain raw
materials that we need for our products. As such, we may have to pay more for, or may be
unable to source, these raw materials.

We are subject to risks associated with the distribution model of our products.

Our ability to accurately track the sales and inventory levels of distributors and Retail Outlets
may be limited.

Distribution networks of our products in the PRC were owned and managed by our primary
distributors and their customers (which include sub-distributors and Retail Outlets operators).
We do not have direct day-to-day access to the sales and inventory levels of our primary
distributors, and the sub-distributors as well as the Retail Outlets operators with whom they
conduct business with. In addition to discussions with our primary distributors in order to better
understand their business performances, we may request for reports from them in relation to
information such as inventory levels and their sub-distribution network and as such, we rely
heavily on the cooperation and ability of our primary distributors to accurately collect and report
the relevant data to us, and we cannot ensure the accuracy of the information that they provide.
If our primary distributors fail to collect or provide us with accurate data, we may not have any
other means to monitor and evaluate sales or inventory levels of our primary distributors as well
as the numbers of sub-distributors and Retail Outlets in an accurate and effective manner. As a
result, we may misjudge market conditions and plan our business strategies based on erroneous
information, which, in turn, may materially adversely affect our business, results of operations,
financial condition and prospects.
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We rely on our distributors for the sale of our products, and therefore if we fail to attract
quality distributors or if our distributors fail to successfully sell and distribute our products,
our business, results of operations, financial condition and prospects may be materially and
adversely affected.

We primarily sell our products to our primary distributors in the PRC, who then resell our
watches (i) through Retail Outlets which they operate or (ii) to their customers. We rely on our
primary distributors to distribute our products across various provinces and regions of the PRC,
to operate Retail Outlets and to manage the arrangements with sub-distributors and Retail
Outlets operators.

As at 31 December 2024, we had engaged four primary distributors throughout the PRC,
who operate Retail Outlets and engage their respective customers in order to sell and distribute
our products. See “Business — Sales and Distribution — Distribution network in China — Offline
Retail Outlets” for details of the coverage of our distribution network in China. We rely on the
sub-distribution network of our primary distributors to secure our geographical coverage and
achieve market penetration in their respective designated geographic regions on sales channel in
the PRC. However, we cannot assure you that we will always be able to attract a sufficient
number of quality distributors to maintain or extend the geographic coverage of our primary
distributor’s sub-distribution network. Furthermore, we cannot assure you that our primary
distributors will continue to purchase our products at current demand levels, successfully sell
and distribute our products or meet their annual sales target. If any of our primary distributors
terminates or does not continue its business relationship with us, or if any of our primary
distributors fails to perform adequately, we may not be able to find a suitable replacement in
time, or at all, which may result in a loss of sales opportunities and may in turn have a material
adverse effect on our business, results of operations, financial condition and prospects.

Our business may be negatively affected if our primary distributors, sub-distributors and
Retail Outlets fail to comply with certain requirements in our distributorship agreements
and/or the relevant legal or regulatory requirements.

In the PRC, the majority of our products are sold to consumers through Retail Outlets
operated by our primary distributors and their customers. We have a set of internal policy in
relation to the management and regular monitoring of our primary distributors. However, we
have no ownership or managerial control over any sub-distribution networks of our primary
distributors, and we manage our distribution networks through monitoring our primary
distributors’ compliance with the terms of our distributorship agreements. We cannot assure you
that our primary distributors will, at all times, strictly adhere to the terms and conditions under
our distributorship agreements.
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In our distributorship agreements, among other things we generally require our primary
distributors to (i) only sell our OBM products within the respective geographic regions and sales
channels for which they have been authorised; (ii) maintain a physical display centre within their
designated geographical region for showcasing our OBM products; (iii) strictly be prohibited
from selling, promoting, distributing, displaying or storing (a) any products that are not provided
by us; or (b) any products that may compete with our proprietary brands or OBM products, at
the display centres operated by them within their designated region; (iv) prepare their
comprehensive sales plan for the following year, which is subject to our review and approval
and submit their sales plan and procurement plan for the upcoming month to us by the end of
each month; (v) be prohibited from providing any gifts, rebates, commissions or other benefits
to our personnel in connection with the business contemplated under the agreements entered into
between us. However, we cannot assure you that our primary distributors will consistently
adhere to these requirements, or at all, and it may be difficult to ensure their compliance to these
requirements. If our primary distributors or their customers fail to follow these requirements, the
execution of our sales and distribution strategy, our brand image and the public perception of
our brand positioning could be negatively affected. As a result, our business, results of
operations, financial condition and prospects may be materially and adversely affected.

In addition, we also cannot assure you that our primary distributors have complied with all
applicable PRC laws and regulations that may potentially affect their business operations. We
also cannot assure you that they have or will have sufficient resources to deal with unexpected
changes in the regulatory, economic or business environment or other factors beyond their
control. Should any of our primary distributors fail to comply with the applicable PRC laws and
regulations or adapt to unexpected changes, their business operation may be adversely affected
and their purchases from us may decrease.

Our ability to monitor the performance of our distributors and the quality of service provided
by sales staff at the Retail Outlets is limited.

We have limited control over the sales staff of the Retail Outlets operated by our primary
distributors or their customers, as we do not have a direct contractual relationship with any of
these sales staff. Moreover, we cannot assure you that our system for monitoring the
performance of the sales staff at the Retail Outlets is sufficient to enable us to identify all
incidents of non-compliance with our policies or inappropriate service. As such, we have no
direct mechanism to control the way our products are marketed or sold at various Retail Outlets.
Failure by our primary distributors to adhere to and ensure implementation of our policies, or
our failure to closely monitor our primary distributors, sub-distributors and Retail Outlets may
have a material adverse effect on the sales and distribution of our products and thus may
materially and adversely affect our business, results of operations and financial condition.
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Furthermore, we cannot assure you that appropriate sales and marketing methods or means
which are consistent with our brand image will be employed by our primary distributors,
sub-distributors and Retail Outlets. Poor or inappropriate services may result in damage to our
brand image and reputation. We cannot assure you that we will always be able to identify the
problems and take action in a timely manner. In the event that we fail to do so, our brand image
and reputation may suffer, which may in turn have an adverse effect on our business, results of
operations and financial condition.

We are exposed to risk of cannibalisation between our existing and new distributors.

We position our primary distributors to effectively capture market demands from our target
customers in different geographic regions, while the development plan of each primary
distributor is determined based on additional factors that may vary at different geographic
regions, such as general economic condition, average disposable income, distinctive local trends
or preferences and local competition. In developing our distribution network, we may, where
appropriate, engage new primary distributors in and around areas of existing primary distributors
to leverage operational efficiencies and effectively serve our customers. Our existing and new
primary distributors and sub-distributors may engage in market cannibalisation among
themselves. The capacities and growth in some of our target locations and demands from our
target customers for our products may be limited and may not be able to support our expansion
plan. There could be overlapping coverage and unexpected competition between our existing and
new primary distributors and sub-distributors due to the over-expansion and cannibalisation
effect. As a result, new distributors may not perform as anticipated and may have adverse effect
on the overall performances of our primary distributors and our profitability. There is no
assurance that our measures to mitigate potential cannibalisation among different primary
distributors and sub-distributors can always be successful, the occurrence of which could, in
turn, adversely affect our business, financial condition or results of operations.

During the Track Record Period, a number of our customers have contributed to a
significant portion of our revenue and continued to be our top five largest customers. If
they decrease their purchases in the future or if there is any substantial delay in their
payments or any failure by us in maintaining relationships with them, our results of
operations and financial conditions may be materially and adversely impacted.

The aggregate revenue generated from the sales to our five largest customers in FY2022,
FY2023 and FY2024 amounted to RMB295.67 million, RMB405.76 million and RMB398.40
million, respectively, accounting for approximately 91.34%, 91.08% and 87.26% of our total
revenue for the respective years. Our revenue from the largest customer in each of FY2022,
FY2023 and FY2024 amounted to RMB115.87 million, RMB143.83 million and RMB116.66
million, respectively, accounting for approximately 35.80%, 32.29% and 25.55% of our total
revenue for the respective years. Of these customers, (i) Shenzhen Xinnuo Jewellery; and (ii)
Beijing Shiji Tongyuan Jewellery and Accessories (in FY2022), Beijing Shijiyuan Jewellery (in
FY2022, FY2023 and FY2024) and Shenzhen Jinhongyun Jewellery, which are under the same
control by an Independent Third Party; and (iii) Xinjiang Guojin Haoyao Jewellery (in FY2022)
and/or Xinjiang Guojin Shengshi Jewellery (in FY2022, FY2023 and FY2024), which are under
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the same control by an Independent Third Party, have consistently been one of our five largest
customers during the Track Record Period and purchased large volumes of our products
throughout the Track Record Period. We cannot assure you that these customers will continue to
purchase our products in such large volumes as they did during the Track Record Period. If one
or more of our largest customers were to significantly reduce their purchases from us and if we
fail to develop business relationships with new customers to replace them, our results of
operations and financial prospects would be materially and adversely affected.

We granted credit terms to these customers during the Track Record Period. We cannot
assure you that payments by these customers would not be materially delayed. If one or more of
our largest customers were to delay payments to us, our cash flows and liquidity would be
materially and adversely affected which would, in turn, affect our overall results of operations
and financial prospects.

We procure certain key raw materials from a limited number of suppliers. Particularly, we
had material reliance on a sole supplier during the Track Record Period. We may not be
able to secure a stable supply of qualified raw materials at all times and on commercially
acceptable terms, or at all.

During the Track Record Period, we had material reliance on our major suppliers,
especially our largest supplier in each year during the Track Record Period, for certain key raw
materials. The aggregate purchases from our five largest suppliers in FY2022, FY2023 and
FY2024 amounted to RMB220.10 million, RMB403.45 million and RMB308.90 million,
respectively, accounting for approximately 90.72%, 93.92% and 92.40% of our total purchases
for the respective years. Our purchases from the largest supplier in each of FY2022, FY2023 and
FY2024 amounted to RMB154.07 million, RMB382.56 million and RMB275.72 million,
respectively, accounting for approximately 63.50%, 89.05% and 82.48% of our total purchases
for the respective years. There is no assurance that we will be able to continue to source
sufficient and high-quality raw materials on commercially acceptable terms from any of our
major suppliers. In the event that any of our major suppliers fails to meet our purchase orders on
a timely manner or fails to offer us commercially acceptable terms or fails to supply us with raw
materials of the quality and quantity that we require or terminates their business relationship
with us (as the case may be), we may be unable to source sufficient raw materials from
comparable alternative suppliers on a timely basis and on commercially acceptable terms, or at
all, and our business, financial conditions and results of operations may be adversely affected.
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If our product development capabilities decline, our competitiveness and market share may
be adversely affected.

Our OBM products are designed to showcase our fine craftsmanship and innovative
designs, thus enabling us to establish our leading position in the domestic brand gold watch and
24K gold watch industries in China. The design and development process of our products
generally includes five steps: (i) market research and information gathering, (ii) conceptual
product design, (iii) design review and refinement, (iv) prototyping and testing and (v) final
product evaluation. See “Business — Our Business Model — (ii) Design and development” in this
document. If our design and development of products fails to continue to meet customers’
demand, the sales of our products may be negatively affected. In addition, our competitors may
develop product development techniques which are superior to ours in terms of costs, time and
product quality, which would render our product development techniques out-of-date and our
business non-competitive. Should any of these factors materialise, our business, financial
conditions and results of operations could be materially and adversely affected.

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

We rely on various key proprietary technologies, including “gold material hardening” (/&4
M RHEAL), “hard 24K gold precision processing” (f’E &4 % il ) and “vacuum melting of
24K gold” (R4 HZZIE M) technologies, throughout the manufacturing process of our products.
We have invested and plan to continue to invest in developing and upgrading the technologies
utilised in the manufacturing process of our products. However, we may not always be
successful in developing or upgrading our technologies as required by our business and product
needs.

Although we continuously develop and upgrade our technologies to keep up with the latest
industry developments and market demands, we cannot assure you that our investment in these
technologies could produce the expected outcomes, in which case our business, financial
condition, results of operations and prospects could be materially and adversely affected.
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Our business depends on our intellectual property, particularly our trade name,
trademarks, patents, product designs and trade secrets, which we may not be able to
protect against infringement and unauthorised use in counterfeit products.

We consider our HMIPINE HIPINE brand, related trademarks and other intellectual property
rights to be critical to our success and competitive advantage. In order to protect and preserve
our core brand, our policy is to register and protect the relevant intellectual property rights in
the jurisdictions in which we operate or intend to operate to the extent that we are able to under
relevant local laws and regulations. As at 31 December 2024, we have registered (i) 201
trademarks, 196 patents and 16 copyrights in China; (ii) eight trademarks in other jurisdictions;
and (iii) two domain names. We are applying for, and may in the future apply for, new
trademarks, patents, copyrights, domain names and other intellectual property rights, or the
renewal of existing intellectual property rights. However, such application processes also take
time and our use of such intellectual property rights may lack legal protection during this period.
Furthermore, we cannot assure you that we can successfully apply for new intellectual property
rights or renew the intellectual property applications beyond their expiration. In such event, we
may no longer be able to use such intellectual property rights in our business or become
prohibited from manufacturing or selling products which are under or utilise such intellectual
property rights, which may also affect our brand, our products and our operations which may
result in loss of our customers and damage of our reputation. As a result, our business, financial
conditions and results of operations will be materially and adversely affected.

Further, we rely on intellectual property laws in the PRC and other jurisdictions to protect
our brand, trademarks, copyrights and other intellectual property rights. We cannot assure you
that the steps we have taken to protect our intellectual property rights are sufficient or will be
sufficient to protect such intellectual property rights, or that such intellectual property rights will
not be subject to infringement in the future. Any unauthorised use of such intellectual property
rights could harm our brand, market image and reputation and lead to a loss of consumer
confidence in our brand, which could adversely affect our financial condition and results of
operations.

Any litigation to prevent or cease infringements in relation to our intellectual property
rights and products may be expensive and will divert our management’s attention as well as
other resources away from our business. We may have to bear the costs arising from such
litigation to the extent that we are unable to recover them from the relevant infringing parties.
Moreover, if there are any concerns about the quality of the counterfeit products and consumers
are not fully able to distinguish such counterfeit products from our products, our reputation and
brand value may be impaired. As a result, our business, financial condition, results of operations
and prospects may be materially and adversely affected.
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Trade names and trademarks that are identical or similar to our trade name or trademarks
may have been registered or used by third parties in other markets we may decide to enter. We
may incur significant expenses should we decide to acquire the right to use our trade name and
trademarks in these markets. If we are unable to acquire these rights on terms acceptable to us,
or at all, we may be unable to enter these markets using our trade name and trademarks.

In addition, since some of our key craftmanship, including polishing, brushing, engraving
and bead-setting techniques, are in the public domain, we can only protect the know-how of our
craftmanship in terms of trade secrets. There can be no assurance that such protections are
adequate, and in the event that third parties copy our know-how, the competitiveness of our
products and our reputation could be adversely affected, which could in turn affect our business
and results of operations. In addition, we may face difficulties in proving that a third party has
copied our know-how or may incur significant costs even if we are successful in proving so.

We may be subject to intellectual property infringement claims, which may be expensive to
defend and may result in significant liabilities.

Our competitors or other third parties may have intellectual property rights and interests
which could potentially conflict with ours. We may be required to commit significant time and
resources to defend trademark, patent, copyright infringement or other intellectual property
claims against us and if any of such claims are successful, we may be required to take
significant liabilities. In addition, we may not have a legal right to continue to develop, produce,
use or sell products that are adjudicated to have infringed third parties’ intellectual property
rights and interests. We may be legally required to expend significant resources to re-design our
products so that they do not infringe third parties’ intellectual property rights and interests or we
may be required to obtain relevant licenses to avoid further infringements. Intellectual
property-related litigation against us could significantly disrupt our business, divert our
management’s attention or consume much of our financial resources. Additionally, we may be
subject to infringement or misappropriation claims by third parties in other aspects of our
day-to-day operations, such as our usage of videos, images, fonts or music in our advertising
and promotional activities. Any intellectual property disputes could have a material adverse
effect on our business, financial condition, results of operations and prospects.
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If the quality of our products is compromised or if our after-sale services fail to meet the
expectations of our customers, our business and reputation may be materially and
adversely affected.

We have adopted quality assurance measures which cover all aspects of our production
processes and operations, including design and installation of production facilities, the
maintenance of equipment, procurement of raw materials and packaging materials, monitoring
and quality checks of raw materials, work-in-progress and finished products and verification of
documentation to comply with product registration certification standards and requirements. See
the section headed “Business — Our Business Model — (v) Quality control” in this document for
more information. Any incidents that may compromise the quality of the products we sell could
give rise to material liabilities or penalties for us, damage our reputation and could lead to our
insurers refusing to insure our products.

We also provide after-sales services to our customers primarily through our repair and
maintenance service locations in China and service enquiry hotline. See the section headed
“Business — After-Sales Services and Warranties” in this document for more information. As we
continue to grow in the future, our staff serving our repair and maintenance centres as well as
our service enquiry hotline and the after-sale service staff of the Retail Outlets may not be
sufficient. There is no assurance that we or the Retail Outlets will be able to hire sufficient
qualified staff or provide sufficient training to them to meet our standards of after-sale service
on a cost-efficient basis or that an influx of relatively inexperienced personnel will not dilute the
quality of our after-sale service. If after-sale service representatives for our products fail to
provide timely and satisfactory service, our brand and customer loyalty may be adversely
affected. In addition, any negative publicity or poor feedback regarding our after-sale service
will further harm our brand and reputation which in turn may cause us to lose customers and
market share.

Our exchange, return and warranty policies may adversely affect our results of operations.

Our customers are generally not allowed to return or exchange our products after product
delivery and acceptance unless the products are defective, and we typically offer a limited
warranty for our products. For details, please see “Business — After-Sales Services and
Warranties”. We may be required by applicable laws and/or regulations to adopt new or amend
existing exchange, return and warranty policies from time to time. While these policies improve
user experience of our products and help to acquire and retain customers and end-users, we may
incur higher costs and expenses associated with exchanges, returns and warranties if we
experience any deterioration in the quality of our products, and we may be subject to additional
costs and expenses which we may not be able to recover. We cannot assure you that our
exchange, return and warranty policies will not be misused by our customers and end-users,
which may significantly increase our costs and may adversely impact our business and results of
operations. If we revise these policies to reduce our costs and expenses, our customers and
end-users may be dissatisfied, which may detrimentally affect our brand image and reputation
and result in loss of existing customers and end-users or failure to acquire new customers and
end-users at a desirable pace, which may materially and adversely affect our results of
operations.
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Failure to maintain effective pricing strategies and any downward changes in the prices of
our products may have a material adverse effect on our business.

Demand for our precious metal watches and accessories products is generally sensitive to
price, since they are luxury goods and the sales of which have a higher propensity to be affected
by income changes. Our approach to pricing our precious metal watches and accessories
products has had, and may continue to have, a significant impact on our revenue and profit
margin. The selling price of each of our precious metal watches and accessories products
depends primarily on material and production costs and the difficulty and complexity of the
crafting techniques employed, whereas other factors such as the business model under which the
relevant product is produced and the sales channel through which it is distributed are also taken
into account. Our pricing strategies may not be effective in maintaining our profitability. In
addition, our competitors’ pricing strategies are beyond our control and could significantly affect
the results of our pricing strategies. If we fail to meet our customers’ price expectations, or if we
are unable to compete effectively with our competitors when they engage in aggressive pricing
strategies and could not effectively adjust our cost structure due to potential downward changes
in the prices of our products, it could have a material adverse effect on our business, financial
performance and results of operations.

We outsourced certain production processes to external subcontractors. Our brand image
and business may be negatively affected by our failure to maintain relationships with our
subcontractors as well as the failure of our contracted subcontractors to complete the
outsourced production processes in a manner that meets our quality standards on time.

During the Track Record Period, we subcontracted certain ancillary/simple production
processes to our external subcontractors. In FY2022, FY2023 and FY2024, our outsourcing
processing fees were approximately RMB5.13 million, RMB6.85 million and RMBS5.87 million,
respectively, representing 1.98%, 2.03% and 1.76% of our total cost of sales in the
corresponding years. See “Business — Our Business Model — (iii) Manufacturing — Outsourced
production” in this document. There is no assurance that we will be able to maintain the
relationships with our subcontractors. In the event that our subcontractors terminate their
business relationship with us, we may be unable to find qualified subcontractors on a timely
basis and on commercially acceptable terms, or at all, and our business, financial conditions and
results of operations may be adversely affected.

Although we have set strict quality standards for the processed goods from our
subcontractors, as we have limited control over their operations, we cannot ensure that they will
adhere to our quality standards at all times. There is also no guarantee that our inspections and
quality control checks are capable of identifying the quality issues in relation to the processed
goods from our subcontractors. Any defect in, or any failure to adhere to quality standards with
respect to, the processed goods from our subcontractors could result in our products having
quality issues, which may subject us to liability or damage our reputation and reduce the demand
for the products we sell.
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In addition, the ability of our subcontractors to deliver the processed goods as requested by
us on time can be negatively affected by various factors including, among others, (i) significant
shortage in manpower, (ii) significant unscheduled downtime at their production facilities due to
equipment breakdowns, power failures, weather conditions and so forth; (iii) being requested by
relevant government authorities to suspend production for the rectification of violations relating
to labour, environmental protection, fire prevention or other laws and regulations; and (iv)
delays in delivery due to transportation shortages, work stoppages, infrastructure congestion or
natural disasters. The failure of our subcontractors to deliver the processed goods as requested
by us on time, or at all, may have a material and adverse effect on our ability to complete
production schedules and satisfy customer demands on time and maintain adequate inventories.

Furthermore, we cannot assure you that our subcontractors will fully comply with the
applicable laws and regulations, such as labour and environmental laws. If there is any negative
publicity regarding such non-compliance, our brand image may be damaged.

Failure to maintain optimal inventory levels, ensure the security or manage the impairment
risk of our inventory could have a material adverse effect on our business, financial
condition and results of operations.

Maintaining optimal inventory levels of raw materials, semi-finished products and finished
products is critical to the success of our business. According to CIC, in the gold jewellery and
accessories industry, maintaining a high level of semi-finished gold inventory is a common
industry practice. This inventory supports quick production and customization, mitigates the
impact of gold price fluctuations, and helps reduce procurement costs. Additionally, gold
semi-finished products can be swiftly monetized through recycling or direct sales, providing
businesses with flexible cash flow management. This practice is particularly prevalent among
gold jewellery and accessories enterprises. As at 31 December 2022, 2023 and 2024, the balance
of our inventories was RMBS513.1 million, RMB632.6 million and RMB656.1 million,
respectively. In FY2022, FY2023 and FY2024, our inventory turnover days were 699 days, 620
days and 708 days, respectively. See “Financial Information — Description of Certain Items of
Consolidated Statements of Financial Position — Inventories” in this document. We are exposed
to inventory risks as a result of a variety of factors which are beyond our control, including
delay or disruption in the supply by our suppliers and subcontractors, changing consumption
trends and customer preferences and launches of competing products. Moreover, for stocking
purposes, we generally estimate demand for the products we sell ahead of the actual time of sale
to ensure our ability to satisfy customer demands. We cannot assure you that we can accurately
predict the trends and events which may affect the demand for our products and maintain
adequate levels of inventory accordingly at all times. Any unexpected decrease in the market
demand for the products we sell could lead to excessive inventory, which may adversely affect
our financial condition and results of operations. On the other hand, insufficient inventory level
may cause us to fail to satisfy customer demands and lose sales to our competitors, and our
results of operations may also be adversely affected accordingly.
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We are also subject to certain risks related to the warehousing and transportation of our raw
materials, semi-finished products and finished products, in particular since they consist of gold
and precious metals which have an intrinsically high monetary value. Accidents such as theft,
robbery, fire, explosion, smoke, water damage and weather damage may cause damage to the
inventories in our warehouse or in transit and adversely affect our ability to manufacture and
supply products to our customers on time. There is no guarantee the various measures that we
have implemented to ensure the security of our products and main raw materials, such as gold,
will be adequate or effective. The occurrence of any of these accidents could also require us to
make significant unanticipated expenses and delay our production or delivery of products. Lost
sales or increased costs that we may incur due to such disruption of operations and delay in
product production or delivery may not be recoverable under our existing insurance policies, and
prolonged business delays or disruptions could result in a loss of our customers. If any one or
more of the above risks were to occur, our market reputation, business, financial condition and
results of operations may be adversely affected.

Furthermore, due to the expansion of our business, our inventory may further increase in
the future. If the market price of gold, precious metals and other raw materials declines
significantly, we will be exposed to the risk of inventory impairment, which may have an
adverse impact on our financial condition and results of operation.

Increase in costs of production, costs of watch components, labour costs and inflation in
general may adversely affect our business and profitability.

Inflation has material and adverse effects on our cost of sales, as such inflationary pressure
can lead to increase in various cost components in our business operations, such as labour costs,
raw materials, energy and transportation. The Directors expect that our costs of sales will
continue to increase in the future. If we are unable to identify and adopt appropriate means to
reduce our costs or pass on such increase in costs to our customers, our business, results of
operations and financial condition may be materially and adversely affected.

Labour costs in the PRC have increased significantly in recent years and have affected our
cost structure. Aside from inflation and other factors, the implementation of the PRC
Employment Contract Law (“H13# A RILFNE 258 A7 1%7), which became effective on 1
January 2008, also contributed to the increase in labour costs in the PRC.

Our staff costs, which are allocated among our selling expenses, administrative expenses
and research and development expenses as employee benefit expenses, amounted to RMB17.12
million, RMB18.83 million and RMB20.75 million in FY2022, FY2023 and FY2024,
respectively. Staff costs increases may cause our production costs to rise, and we may be unable
to identify and adopt appropriate means to reduce costs or not be able to pass on such cost
increases to our customers.
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Since the manufacturing processes of the majority of our products feature elements of
traditional handmade craftsmanship, our production capacity is primarily determined by the
production manpower of our production facilities. We cannot assure you that we will not
experience any shortage of labour. If we cannot retain sufficient skilled labour or fail to find
replacements for relevant positions with comparable experience at similar wages, costs incurred
for our operations may increase due to higher salary payments and training costs for newly
joined employees. Additionally, a shortage of labour may affect our product quality and
production efficiency, which will have an adverse impact on our business, financial conditions,
and results of operations.

We may also incur additional costs as a result of the deterioration of labour relations and
the handling of any resulting disputes, strikes, claims, legal proceedings, reputation damage and
labour shortages. We seek to maintain favourable labour relations with our employees, as we
believe that our success rests with our ability to attract, motivate and retain qualified employees,
and that our high-quality talent pool is one of our core strengths and competitive advantages.
See “Business — Employees” in this document. We cannot assure you that we will not have any
labour disputes in the future. Any deterioration in our labour relations could result in disputes,
strikes, claims, legal proceedings, reputational damage and labour shortages that disrupt our
business operations, as well as loss of experience, know-how and trade secrets.

Further, prolonged inflation may result in the decline of real disposable income and
willingness of our customers to purchase our precious metal watches and accessories products.
As our future growth is highly associated with the consumer spending pattern, continued or
repeated occasions of inflation, which may cause disruptions to consumer confidence, may
materially and adversely affect our business, results of operations and financial condition as well
as prospects.

Inadequate production capacity and failure to expand our production facilities effectively
could hinder our capability to satisfy customer demand.

We cannot assure you that our production capacity will be adequate to meet the overall
market demand for our products, especially if we experience increased demand for our products
as we expand our distribution network. Similarly, in the event that the production in any of our
production facilities is disrupted in the future, we cannot assure you that we will be able to meet
the overall demand for our products or demand for any of our specific products in particular,
especially during periods when we experience high demand for some or all of our products.
Under these circumstances, our business, financial condition and results of operations may be
materially and adversely affected.
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In the future, as our business grows, we may need to expand our production capacity
through various measures, including the construction of new production facilities. Driven by the
rapid and continuous growth of our precious metal watch and accessories business and our
intention to further develop our smart wearables business, we have commenced the construction
works of the New Putian Production Base, which will primarily be responsible for
manufacturing smart watches and accessories, and we intend to utilise our Shenzhen Production
Base for producing traditional precious metal watches. This is expected to increase our annual
production capacity for both traditional precious metal watches and smart wearables. We cannot
assure you that our new production facilities will be ready in time or our production capacity
will otherwise be successfully expanded. A number of factors could delay our expansion plans or
increase our costs in relation to our new production facilities, including:

. expected increase costs in connection with the expansion of our production facilities,
such as direct labour costs and repair and maintenance costs;

. failure to successfully implement expansion plans without delay, or at all;

. failure to raise sufficient funds to establish and maintain working capital to operate
our business at the new production facilities;

. failure to obtain environmental and regulatory approvals, permits or licenses from the
relevant government authorities in a timely manner;

. failure to find new premises for our production facilities;

. shortage or late delivery of building materials resulting in delayed delivery of the
production facilities;

. various factors affecting construction progress and resulting in delayed delivery of the
production facilities; and

. technological changes, capacity expansion or other changes to our plans for the new
production facilities necessitated by changes in market conditions.
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Failure to expand our production capacity could hinder our capacity to satisfy customer
demand and support our growth and market expansion, which in turn could materially and
adversely affect our business, financial condition and results of operations. Furthermore, if
market demand declines in the future due to changes in market trends, customer preferences or
other factors beyond our control, the actual production volume of and demand for our products
and revenue generated may not increase in line with our increase in production capacity and we
may not be able to recoup the costs incurred for the construction of new production facilities
and the repair and maintenance of such expanded production capacity. A delay in or cancellation
of our expansion plans could also subject us to disputes with various counterparties, including
landowners, construction companies, financiers and relevant government authorities. As a result,
our business, financial condition, results of operations and prospects may be materially and
adversely affected.

We depend on the continued service of our senior management team and other key
employees, and our business, financial condition and results of operation will suffer greatly
if we lose their services.

Our future success depends on the continued service of our senior management team and
other key employees. In particular, we rely on their expertise and experience in the watch and
jewellery and accessories industries. For example, (i) Mr. Li Yongzhong, the Chairman of our
Board, has over 20 years of experience and possesses in-depth knowledge of the watch industry
and insightful understanding of the tastes and preferences of the consumers in the gold watch
and jewellery and accessories markets; and (ii) Mr. Hu, the founder, an executive Director and
the general manager of our Group, has over 15 years of experience in the watch manufacturing
sector. In addition, our senior management team comprises executives with extensive and
diversified industry experience and strong execution capabilities.

If we lose the services of one or more of our key employees, we may not be able to replace
them easily or at all and may incur additional expenses to recruit and train new personnel.
Consequently, our business could be severely disrupted, and our financial condition and results
of operations could be materially and adversely affected. We do not maintain key person
insurance for any of our key employees. In addition, if any of our executive officers or key
employees joins a competitor or forms a competing business, we may lose know-how, trade
secrets, customers, business connections and key professionals and staff.
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We cannot guarantee that our expansion plans and [REDACTED] plan will be successfully
implemented or generate revenue and profit as we expected.

In order to continue to strengthen our leading position in the domestic brand gold watch
and 24K gold watch markets, enhance our overall competitiveness and increase our market share
in the future, we intend to (i) construct the New Putian Production Base and upgrade the
production facilities of our Shenzhen Production Base to further enhance our production
capacity; (ii) establish the Putian R&D Centre to strengthen our R&D capabilities; (iii) expand
and optimise our marketing and service network and enhance our brand influence and
recognition; and (iv) expand into overseas markets, including the Southeast Asian and Middle
Eastern markets, by strategically partnering with selected overseas primary distributors. See
“Business — Our Business Strategies” and “Future Plans and [REDACTED]” for further details.
However, expanding the scale of our business operations or into new business areas involves
risks and challenges. These business initiatives are new and evolving, some of which may prove
unsuccessful. It may also take a longer time than expected for us to implement these new
business initiatives, and we may not have sufficient experience in executing them effectively, or
at all. Further, we will incur substantial costs on R&D, product design, sales and marketing,
personnel and compliance for our new products and services. We cannot assure you that any of
these new business initiatives will achieve our expected market acceptance and generate revenue
or profit. If our efforts fail to enhance our monetisation capabilities, we may not be able to
maintain or increase our revenues or recover any associated costs, and our business and results
of operations may be materially and adversely impacted.

In addition, we may also plan to expand our sales and distribution channels of our precious
metal watches products to new geographical markets, such as (i) the Malaysia market; and (ii)
the Middle East markets. Factors below may prevent us from competing effectively in these
markets and thus negatively affect our expansion:

. Unfamiliarity with these local markets, languages and customs;

. Lack of understanding of local legal and regulatory requirements;

. Difficulty in targeting and understanding the demands of qualified local primary
distributors and end consumers; and

. Market entry barriers such as strong local competitors that may have established
customer loyalty, proximity advantages and local connections.
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In addition, we cannot assure you that we can successfully grow the brand awareness or
acceptance of our brands or sales of our precious metal watches products in these new markets
as we did in the PRC market, or at all. Furthermore, expansion to other geographical markets
requires significant expenses on marketing and promotional activities. Please see “Business —
Our Business Strategies” for further details. Failure of our expansion strategy may materially
and adversely affect our business, results of operations, financial condition and prospects.

We expect to incur additional capital expenditure and depreciation and amortisation
expenses associated with our future plans.

We plan to (i) set up the New Putian Production Base and upgrade our Shenzhen
Production Base, which is expected to enhance our production capacity; (ii) establish the Putian
R&D Centre, in order to drive innovations for development of smart watches and accessories;
and (iii) establish marketing showcase and experience centres and after-sales service outlets to
expand and optimise our marketing and service network and enhance our brand influence and
recognition. See the section headed “Business — Our Business Strategies” for details. The total
additions of the property, plant and equipment of our Group were RMB1.73 million, RMB34.40
million and RMB35.22 million in FY2022, FY2023 and FY2024, respectively, which were
mainly attributable to the construction of the New Putian Production Base, which also houses
the Putian R&D Centre. We may incur additional capital expenditure and expect to incur the
amounts of approximately RMBO0.8 million to RMB3.0 million annually in depreciation expenses
associated with the establishment and operation of our in-house production and R&D facilities in
relation to the New Putian Production Base, Shenzhen Production Base, the Putian R&D Centre,
the marketing showcase and experience centres and after-sales service outlet, in the next three
years, which could negatively affect our financial condition and results of operations. In
addition, there is no guarantee that we could achieve production efficiency and other expected
benefits from our future plans in the near term, or at all.

We may not be able to generate the same level of revenue, manage the growth of our
business and operations and grow at a rate comparable to our growth rate in the past.

Our revenue increased significantly from RMB323.70 million in FY2022 to RMB445.48
million in FY2023; and increased to RMB456.56 million in FY2024. However, we may not be
able to generate the same level of revenue and this growth trend reflects only our past
performance and does not have any implication or may not necessarily reflect our financial
performance in the future. The sustainability of our growth depends on a number of factors,
many of which are beyond our control, including our ability to retain existing customers and
attract new ones. In addition, the effects of changing economic conditions, watch and
accessories industry dynamics, competitive conditions and future expansion of our sales
network, among many other factors, cannot be fully predicted and may have a material adverse
effect on our business, financial condition, results of operations and prospects. There is no
assurance that we can sustain the revenue levels or the growth rate we achieved in the past. If
we are not able to manage our revenue levels or growth effectively, our business and prospects
may be materially and adversely affected.

- 67 -



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

Negative publicity about us, our Shareholders and affiliates, our brand, our products, our
management and our business partners may have a material adverse effect on our business,
reputation, and the [REDACTED] of our H Shares.

Negative publicity about us, our Shareholders and affiliates, our brand, the products we
provide, including possible defects of the products, even without our fault, our service quality,
our management, our business partners and other aspects of our business operations may arise
from time to time. They may appear in the form of comments on internet postings and other
media sources. For example, in the event that we fail to meet our customers’ and end consumers’
expectations as to the quality of our products or services or if our business partners fail to
adhere to our business standards or requirements, our customers and end consumers may
disseminate negative comments about us publicly through various media, such as through social
media platforms. In the long term, if such negative publicity about us, our Shareholders and
affiliates, our brand, product, our management, our business partners and other aspects of our
business operations damages our reputation and results in a loss of customer confidence, it
would affect our future ability to attract and retain new customers and employees. As a result,
our business, results of operations, financial condition and prospects would be materially and
adversely affected.

Our future profitability may be adversely affected by our product mix.

Our gross profit margin (based on cost of sales at historical cost) was 19.8%, 24.3%, and
27.2%, respectively, in FY2022, FY2023 and FY2024. Our gross profit margin generally
fluctuated with the mix of products sold during the Track Record Period. See the sections
headed “Financial Information — Key Factors Affecting Our Results of Operations — Product
Mix” and “Financial Information — Description of Selected Items in Consolidated Statements of
Profit or Loss and Other Comprehensive Income - Gross profit and gross profit margin” in this
document.

Our product mix may change from time to time as a result of our business strategy, market
conditions, customers’ demand and other factors, many of which are beyond our control. In the
event that our product mix further changes to include more sales of products with lower gross
profit margins, our profitability may be adversely affected.
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Our smart wearable business has a limited operating history and we cannot assure you that
we will profit from or not suffer loss from such business.

We have a limited operating history in our smart wearable business. We only began the
sales of smart watches in 2018. In addition, we launched our first 24K gold smart watch in 2023,
before gradually expanding our smart wearable business product offerings to include products
such as smart gold watches and health management smart watches. We expect to face intense
competition in the industry from other companies, including those with better product design and
manufacturing capabilities, more experience, greater financial resources and a wider geographic
coverage than us. We may also face challenges in pursuing our business strategy in expanding
our smart wearable business due to difficulties in forecasting market demand based on limited
historical data.

Moreover, since we entered the smart watch market in the PRC in 2018, the smart watch
market has grown from RMB23.81 billion in 2018 to RMB34.63 billion in 2023. We have not
experienced a significantly decline or downturn in the PRC smart watch market as yet, and may
therefore lack the experience to handle such a situation and retain our market position when it
arises. We also cannot assure you that our operating experience in the traditional precious metal
watches and accessories businesses would necessarily provide a solid foundation and the
relevant experience for developing our smart wearable business in the PRC. If we are unable to
successfully address these challenges, our smart wearable business may be adversely affected,
which may in turn have a material adverse effect on our business, results of operations, financial
condition and prospects. [REDACTED] should consider our business and prospects in light of
the risks and difficulties we face due to our limited operating history in the smart wearable
business and should not rely on our past results as an indication of our future performance.

We entered into partnerships with certain business partners for various collaboration
initiatives. The termination of any collaboration with our business partners may adversely
affect our operations, revenue and profitability.

We entered into partnerships with certain business partners for various collaboration
initiatives, such as Lao Feng Xiang, Sino Gem and Chow Tai Seng. There can be no assurance
that our business partners will continue to collaborate with us on commercially reasonable terms,
or at all. We also cannot assure you that we will be able to establish new business partner
relationships, or extend existing collaboration relationships with our business partners when our
agreements with them expire. Furthermore, certain of our agreements with our business partners
may be terminated at will prior to their specified termination dates, our business partners may
alter the contract terms previously agreed between us, and our business partners are under no
obligation to continue our collaboration. If we are unable to maintain our relationships with our
key business partners, or any of our collaboration with our key business partners is terminated,
our operations, revenue, and profitability could be materially and adversely affected.
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Our revenue is subject to seasonality and a variety of factors.

We experience seasonal fluctuations in demand for our products, especially ceremonial and
festival events and national holidays. The peak seasons include the Mid-Autumn Festival,
Chinese New Year, PRC National Day holiday and Valentine’s Day. Additionally, the third-party
online shopping platforms where we sell our products also have numerous shopping festivals
that affect market demand, such as the 618 Shopping Festival (618#54)fi), the Double 11
Shopping Festival (- —[¥) i) and the Double 12 Shopping Festival (%1 i),
Therefore, these events have historically generated heightened consumer purchasing activities
and led to increase in our sales volumes. Due to these seasonal factors, comparisons of sales and
operating results between different periods within a single financial year may not be meaningful
and should not be relied upon as indicators of our performance. Such seasonal factors may also
change due to factors which are beyond our control. Moreover, these seasonal consumption
patterns may cause our operating results and financial condition to fluctuate from period to
period.

We may experience disruptions or delays in our production, warehouse and storage
facilities.

Our revenue is dependent on the continuing operations of our production, warehouse and
storage facilities. Significant shortages in manpower and unscheduled downtime at our
production, warehouse and storage facilities due to breakdowns, failure or substandard
performance of our equipment, power failures, planned power outages, labour strikes, weather
conditions, fire or explosion or other natural disasters could cause disruptions in our business
operations or delay our delivery schedules. In addition, our production, warehouse and storage
facilities are subject to risks caused by any disruptions or delays as a result of any failure to
comply with all applicable laws, regulations and standards in the PRC.

While we have implemented policies to reduce the risks and mitigate the impact of such
incidents, the risk and impact of any disrupting event in the future cannot be eliminated. Should
our ability to operate at our production, warehouse and storage facilities be compromised for any
reason, it could take a significant amount of time and resources to replace our production,
warehousing and storage capabilities, which could materially and adversely disrupt and delay
our business operations or prevent our products from being finished or delivered to our
customers if alternative production, warehouse and storage facilities cannot be located.

If any of our production, warehouse and storage facilities were to be damaged, cease
operations or encounter any problems, including as a result of an explosion, fire or other
disruptions, it would temporarily reduce our production, warehousing and storage capacities and
affect our ability to provide our products to our customers, which could adversely affect our
reputation, sales, business, financial condition and results of operations.
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Any pandemics, natural disasters or other catastrophe could severely disrupt our business
operations.

Health pandemics may adversely impact the economy and social conditions globally in the
long term, causing a temporary decrease in demand for precious metal watches and accessories
products, which may adversely affect our business, financial condition and operations. For
example, control measures in relation to the COVID-19 pandemic such as lockdowns and travel
restrictions resulted in the temporary closure of offline Retail Outlets operated by our primary
distributors and their customers, which affected our sales and profitability in FY2022. If there is
another COVID-19 pandemic or other pandemic outbreak in the future, we may face various
risks, including but not limited to: (i) decrease in demand for our products; (ii) temporary
closure of the offline Retail Outlets operated by our primary distributors and their customers;
(iii) disruption of the operations of our business partners; and (iv) increased volatility or
disruption of global capital markets, which may adversely affect our ability to raise funds for
our operations.

Our operations are also vulnerable to interruption and damage from natural disasters,
including earthquakes, snowstorms and typhoons, and other extraordinary events, including
political unrest and terrorist attacks. Due to the nature of such natural disasters and other
extraordinary events, we cannot predict the occurrence, timing and severity of catastrophes. In
addition, changing climate conditions, primarily rising global temperatures, may be increasing,
or may in the future increase, the frequency and severity of natural catastrophes. If any such
catastrophes were to occur in the future, our ability to operate our business could be seriously
impaired, thus adversely affecting our operations and financial conditions.

Delivery delays or poor handling by third-party logistics service providers, or disruptions
to the transportation network may adversely affect our business operations.

We outsourced the delivery of some of our products sold during the Track Record Period to
independent third-party logistics service providers. See “Business — Logistics” in this document.
Disputes with, or the termination of our contractual relationships with, our logistics service
providers could result in delayed delivery of products, increased costs or customer
dissatisfaction. We cannot assure you that we can continue or extend relationships with our
current logistics service providers on terms and prices acceptable to us, or at all. We also cannot
assure you that, as we expand our business scale and sales channels, we will be able to establish
relationships with new logistics service providers to ensure accurate, timely and cost-efficient
delivery services. If we are unable to maintain or develop good relationships with logistics
service providers, we may experience increases in our costs or disruptions to our ability to offer
products in sufficient quantities on a timely basis or at prices acceptable to our customers. As
we do not have any direct control over these logistics service providers, we cannot guarantee the
quality of their services. If there is any delay in delivery or damage to products resulting from
poor handling, we may lose customers and sales, and our brand image may be damaged.
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In addition, delays in delivery due to disruptions to the transportation network, such as
natural disasters, strikes or infrastructure congestion, could adversely impact our ability to
timely deliver products to our customers. Should any of these factors materialise, our business,
financial conditions, and results of operations could be materially and adversely affected.

Our marketing and promotion activities may not be effective in attracting our target
customers.

We market and promote our brand and products through a variety of media, including print
media and magazine advertisements, outdoor advertising such as billboards at train stations, and
digital advertisements on our official social media accounts across platforms like WeChat,
Weibo, Douyin and Little Red Book (Xiaohongshu) and e-commerce platforms like JD.com. We
also actively participate in offline promotional activities, which include participating in industry
events and forging valuable collaborations and partnerships with various brands and
organisations. These marketing and promotion activities result in significant advertising and
promotion expenses. In FY2022, FY2023 and FY2024, our advertising and promotion expenses
were RMB2.22 million, RMB4.32 million and RMBS5.47 million, respectively. We cannot assure
you that our marketing and promotion activities will enable us to successfully market and
promote our brand and products or increase our sales.

In addition, we rely on our sales and marketing personnel to implement effective marketing
and promotion campaigns. Our sales and marketing personnel are required to have an in-depth
knowledge of our precious metal watches, gold accessories and other products. If we are unable
to effectively train our in-house sales and marketing personnel or monitor and evaluate their
performances, our sales and marketing efforts may be less successful than desired. Moreover,
competition for experienced marketing, promotion and sales personnel is intense. If we are
unable to attract, motivate, and retain a sufficient number of qualified and professional
marketing, promotion and sales personnel, we may be unable to expand our business coverage or
increase our market penetration as contemplated.

The effectiveness of marketing and promotion activities is relatively hard to predict and
evaluate. Their effects may be delayed, resulting in slower revenue growth that may not fully
reflect the efforts or costs of the marketing and promotion activities. If the results of our
marketing and promotion activities fail to meet our expectations, or if we fail to conduct our
marketing and promotion activities as planned, our business, financial condition, results of
operations and prospects may be materially and adversely affected.
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Certain of our lease property interests in the PRC have not been registered with the
relevant government authorities, which may expose us to potential fines and/or other
expenses.

As at the Latest Practicable Date, we leased seven properties in the PRC. As advised by our
PRC Legal Adviser, as at the Latest Practicable Date, among these seven leased properties which
were used by us for production facilities, research and development, warehouses, offices and
staff quarters, the lease agreements with respect to three properties have not been registered or
filed with relevant authorities in accordance with the applicable PRC laws and regulations.

As advised by our PRC Legal Adviser, pursuant to the Administrative Measures for
Commodity House Leasing ({75 EEHHEIL)), an executed lease agreement of property
shall be registered and filed with the relevant government authorities. Although the failure to
register the lease agreement does not affect the validity of the lease agreement under the
relevant PRC laws and regulations, we may be required by relevant government authorities to
file the lease agreement to complete the registration formalities and may be subject to a fine for
non-registration within the prescribed time limit, which may range from RMB1,000 to
RMB10,000 per lease agreement. The imposition of the above fines could require us to make
additional efforts and/or incur additional expenses, any of which may materially and adversely
impact our business, financial condition and results of operations. We cannot assure you that the
other parties to our lease agreement will be cooperative and that we can complete the
registration of this lease agreement and any other lease agreements that we may enter into in the
future. See the section headed “Business — Properties — Leased properties” for details.

We may be subject to fines and penalties as a result of our inadequate contribution to the
social insurance and housing provident fund in accordance with applicable PRC laws and
regulations during the Track Record Period.

Pursuant to the relevant PRC laws and regulations, employers in the PRC are required to
make social insurance and housing provident fund contributions for their employees, and entities
failing to make such contributions may be ordered to settle the outstanding contributions within
a prescribed time limit and subject to late payments or fines. During the Track Record Period,
we have not made social insurance and housing provident fund contributions in full for certain
employees in accordance with the relevant PRC laws and regulations. During the Track Record
Period and up to the Latest Practicable Date, we had not received any orders or demands from
the relevant government authorities requesting us to pay the shortfall in social insurance or
housing provident fund contributions or any penalties and there had been no complaints from our
Group’s employees regarding the non-compliance of social insurance and housing provident fund
contributions. See “Business — Employees — Inadequate contribution to the social insurance plan
and housing provident fund” for further details.
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Pursuant to relevant PRC laws and regulations, the under-contribution of social insurance
within a prescribed period may subject us to a daily overdue charge of 0.05% of the delayed
payment amount. If such payment is not made within the stipulated period, the competent
authority may further impose a fine of one to three times of the outstanding amount. Pursuant to
relevant PRC laws and regulations, if there is a failure to pay the full amount of housing
provident fund as required, the housing provident fund management centre may require payment
of the outstanding amount within a prescribed period. If the payment is not made within such
time limit, an application may be made to the PRC courts for compulsory enforcement.

Based on the best information and knowledge of our Directors, (i) the shortfall for the
social insurance and housing provident fund contributions payable by the Group amounted to
RMBO0.91 million, RMB4.51 million and RMB3.96 million for each of the three years ended 31
December 2024, respectively; and (ii) the Group has not been subject to any potential fines in
relation to such shortfall during the Track Record Period and up to the Latest Practicable Date.

There is no assurance that we will not be subject to late payments, fines or penalties
imposed by the relevant PRC government authorities as a result of such non-compliance,
requested by the relevant PRC government authorities to pay the unpaid social insurance
payments or housing provident fund contributions, or any order to rectify such non-compliance.
There is also no assurance that there will be no employee complaint against us in relation to our
failure to make full social insurance and housing provident fund contributions. In addition, we
may incur additional costs to comply with such laws and regulations by the relevant PRC
government authorities. Any such development may harm our corporate image and reputation
and may have an adverse effect on our financial condition and results of operations.

Any loss of or failure to obtain or renew the certificates, licenses, approvals and permits or
to complete various registrations or filings applicable to our business, may materially and
adversely affect our business, results of operations, and financial condition.

We are subject to various PRC laws and regulations at the national and local levels, which
govern various aspects of our operations. We are required to obtain and maintain certain
certificates, licenses, approvals and permits, and to complete various registrations or filings in
order to conduct our business. These operating certificates, licenses, approvals and permits are
granted, renewed and maintained upon our satisfactory compliance with, among others, the
applicable criteria set by the relevant governmental departments or organisations. See
“Regulatory Overview” and “Business — Licences, Permits and Approvals” in this document.
Complying with government regulations on these approvals, licenses, permits, registrations or
filings may require substantial expenses, and any non-compliance may expose us to penalties.
See “Business — Legal Compliance” in this document. Further, the certificates, licenses,
approvals and permits that we obtained during the Track Record Period and as at the Latest
Practicable Date may only be valid for a limited period and may be subject to periodic review
and renewal by government authorities or relevant organisations. In addition, the standards of
compliance required in relation thereto may change in the future. As advised by our PRC Legal
Adviser, PRC laws and regulations may continue to evolve. If we fail to adjust in a timely
manner to ensure compliance with these new changes, we may be exposed to the risk of
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non-compliance. If deemed non-compliant, we could be subjected to administrative or regulatory
fines and penalties, including the suspension or revocation of our certificates, licenses, approvals
and permits, and our operations may be hindered or halted, which could have a material and
adverse effect on our business and results of operations.

We are exposed to the risk of litigation, claims, proceedings, actions and disputes, which
may cause us to pay significant damages and incur other costs or liabilities.

We believe that all of our operations are in material compliance with applicable laws and
regulations in the jurisdictions in which we operate, save as disclosed under “Business —
Employees — Inadequate contribution to the social insurance plan and housing provident fund”
and “Business — Properties — Leased properties”. However, we cannot assure you that we will
not be subject to liabilities in the future. Substantial liability arising from a lawsuit judgement or
a significant regulatory action against us, or a disruption in our business arising from adverse
adjudications in proceedings against our Directors, Supervisors, senior management, officers or
employees could have a material adverse effect on our business, financial condition and results
of operations. Moreover, even if we ultimately prevail in the litigation, claim, regulatory action
or investigation, such proceedings could result in us incurring additional costs and liabilities and
significantly harm our reputation, which could materially affect our business, financial condition
and results of operations.

Our Directors, Supervisors, senior management, officers, employees and distributors may
be involved in claims, disputes, investigations, court orders or other legal proceedings and
our reputation may be harmed as a result.

From time to time, our current or past Directors, Supervisors, senior management, officers
and employees may be involved in claims, disputes, investigations, court orders or legal
proceedings. These may concern issues relating to, among others, shareholder litigations,
insolvency or bankruptcy litigations, consumer liability, environmental matters, breach of
contract, employment or labour disputes and infringement of intellectual property rights. Any
claims, disputes, investigations, court orders or legal proceedings initiated by or brought against
our current or past Directors, Supervisors, senior management, officers and employees, with or
without merit, may result in substantial costs and a diversion of resources, and if we are
unsuccessful in defending against them, could materially harm our reputation and generate
negative publicity.

Further, there may be various litigation and regulatory risks related to our primary
distributors, sub-distributors and the Retail Outlets that they operate or cooperate with, including
but not limited to consumer complaints, personal injuries, litigation initiated by employees due
to contractual disputes and non-compliances with applicable laws and regulations. These claims,
disputes, investigations, court orders or legal proceedings may become associated with us and
our brand, and hence adversely affect our brand image and reputation.
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We had net cash outflows from operating activities during the Track Record Period. If we
cannot improve our operating cash flows and if we fail to obtain sufficient capital on
acceptable terms and on a continuous basis to fund our operations, our business, financial
condition and prospects may be materially and adversely affected.

We experienced net cash outflows from operating activities in FY2023 which amounted to
RMB35.8 million. Our net cash outflows are primarily attributable to increases in our
inventories. Our negative operating cash flows could adversely affect our operations by reducing
the amount of cash available to meet the cash needs for our business operations. If our future
operating cash flows fails to improve to a level to sufficiently cover our overall cash needs, we
will have to rely on external debt or equity financing, and we cannot assure you that we will be
able to obtain external financing in amounts or on terms acceptable to us, if at all.

Our ability to obtain additional capital in the future, however, is subject to a number of
uncertainties, including those relating to our future business development, financial condition
and results of operations, general market conditions for financing activities by companies in our
industry and macro-economic and other conditions in the PRC and globally. If we cannot obtain
sufficient capital to meet our capital needs, we may not be able to execute our growth strategies,
and our business, financial condition and prospects may be materially and adversely affected.

We currently do not own all of the premises on which our production facilities, research
and development, warehouses, offices and staff quarters are located, and may not be able to
continue to use certain property which is currently used by us.

As at the Latest Practicable Date, some of our production facilities, research and
development, warehouses, offices and staff quarters, including those located in Shenzhen,
Guangdong Province and Putian, Fujian Province, the PRC were on leased properties.

Upon expiration of the lease agreements for each of our leased properties, we will need to
negotiate the terms and conditions on which the lease agreements may be renewed. We cannot
assure you that we will be able to renew our lease agreements on terms and conditions, in
particular those regarding their rents, that are favourable or otherwise acceptable to us, or at all.
In that case, we may need to relocate our existing operations in question or shut down the
operations of the relevant premises. We cannot assure you that such alternative sites will be at
comparable locations or can be leased to us on comparable terms.

Termination of our leases may occur for reasons beyond our control, such as breaches of
agreements by the lessors of our premises or invalidation of lease agreements due to the lessors’
lack of title to lease the properties. If we or our current or future landlords breach the relevant
lease agreements, we may have to relocate to alternative premises or shut down our operations at
the relevant sites.
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Relocations of any part of our operations may cause disruptions to our business and require
significant expenditure. We cannot assure you that we will be able to find suitable premises on
commercially reasonable terms in a timely manner under such circumstances, if at all, or we
may have to pay significantly higher rents, which may materially and adversely affect our
business, financial condition and results of operations.

We may not be able to integrate and manage our offline and online sales channels.

We primarily sell our products through our extensive offline distribution network in China
and also sell some of our products through third-party online store operators and our
self-operated online stores. The success of our business depends on optimising sales channels
with the goal of providing the same level of customer satisfaction in all of those channels. In
line with our multi-channel strategy, we have also been progressively implementing various
initiatives over the Track Record Period to cater to the needs and behaviours of the relevant
groups of target customers of different types of sales channels. For example, (i) we have
launched product lines which are exclusively sold on our self-operated online stores; and (ii) we
sell our OBM products to various third-party online store operators for their onward sales on
third-party e-commerce platforms, and we from time to time agree with them to specifically
design and produce certain products for exclusive sales via the online stores operated by them.
However, we cannot assure you that we can optimise our sales channels to the satisfaction of our
customers in a timely and effective manner, or at all. We also cannot assure you that the
aforesaid initiatives, or any future initiatives, will be successful in integrating and effectively
managing our multi-channel business model. Any failure of such optimisation and/or initiatives
may affect our customers’ experience and therefore have a material influence on our business
performance.

Some of our online sales in the PRC depends on certain online platforms.

We rely on a limited number of key online platforms for some of our online sales in the
PRC, including e-commerce platforms such as Tmall and JD.com, which are owned, controlled
by or associated with a limited number of technology companies. For FY2022, FY2023 and
FY2024, the revenue we generated from online sales channels represented 0.2%, 2.2% and 3.2%
of our total revenue in the corresponding years, respectively. As such, we may be subject to
concentration and counterparty risks from these key online platforms. We cannot assure you that
we will be able to maintain our relationships with such key online platforms. These platforms
are not obliged to continue to cooperate with us in the future at a level similar to historic levels,
or at all. Should any of these key online platforms reduce or terminate their business
relationships with us entirely, we may not be able to secure new online sales platforms to
compensate for such reduction in sales demand or loss of business. If our relationships with
these key online platforms deteriorate, or if there is a perceived decline in the quality of services
or general reputation of these platforms, our sales through these platforms may decrease. As a
result, our business, financial condition, results of operations and prospects may be materially
and adversely affected.
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We may be subject to liability in connection with our marketing and advertising activities.

PRC laws and regulations prohibit companies from producing, distributing, or publishing
any advertisement with content that violates PRC laws and regulations. We may be subject to
claims by customers or end consumers misled by information in our advertisements. We may
have to divert our management’s time and other resources from our business and operations to
defend against these infringement claims. In addition, we regularly distribute articles, images
and other content on a variety of media, including print media and magazine advertisements,
outdoor advertising such as billboards at train stations, and digital advertisements on our official
social media accounts across platforms like WeChat, Weibo, Douyin and Little Red Book
(Xiaohongshu) and e-commerce platforms like JD.com. Although we have established procedures
to review and verify the contents before publishing, we cannot guarantee that the contents
published by us do not contain any information that may be deemed inappropriate or misleading
or be deemed as infringing on or otherwise violating trademarks, patents, copyrights, software
copyrights, domain names, or other intellectual property rights of third parties. As a result, we
may be subject to disputes, actions, or claims by or with such third parties. As a result, our
business, financial performance and results of operations could be materially and adversely
affected.

Future changes in the online marketing industry and consumer behaviour may adversely
affect our sales through online channels.

The future growth of our online sales depends on our ability to continue attracting online
customers and gaining new purchasers from various online channels, as well as our ability to
retain and increase traffic to our website, self-operated online sales channels and social media
accounts. We believe that maintaining a strong online presence helps improve our brand
visibility and awareness. However, we may not be successful in any of these aspects. The
success of our online sales channels also depends on a number of factors relating to the online
marketing industry and consumer behaviour, including:

. consumer traffic on e-commerce platforms generally and our ability to increase the
consumer traffic on our self-operated online sales channels;

. our ability to respond to the changes in internet and mobile penetration, as well as the
online marketing industry in the PRC;

. the reliability of independent e-commerce platforms; and

. the availability of the relevant network infrastructure, such as online or mobile
payment platforms.

— 78 —



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

In addition, a decline in the popularity of online shopping in general or our failure to
identify or respond to trends or consumer requirements in our online channels could result in a
decreased number of online customers and reduced attractiveness of our online channels. This in
turn could materially and adversely affect our business, financial condition, results of operations
and prospects.

We face risks associated with our investments, including exposure to fair value changes of
financial assets/liabilities at fair value and valuation uncertainty due to the use of
unobservable inputs that require judgement and assumptions which are inherently
uncertain.

We currently invest a portion of our capital in investments. During the Track Record
Period, we had obtained gold loans and invested in various financial instruments. See notes 3.2,
23, 30 and 33 of “Appendix I — Accountants’ Report” for details of such investments and the
relevant accounting policies and estimation methodology. During the Track Record Period, we
have experienced (i) loss on changes in fair value of gold loans of RMB1.4 million, RMB1.8
million and RMBS8.2 million in FY2022, FY2023 and FY2024, respectively; and (ii) loss on
changes in fair value of financial assets at fair value through profit or loss of RMB2.4 million in
FY2023.

The assessment of the fair value of such financial instruments require us to make
significant estimates, which may be subject to material changes, and therefore inherently
involves a certain degree of uncertainty. Factors beyond our control can significantly influence
and cause adverse changes to the estimates we use and thereby affect the fair value of such
financial assets/liabilities. These factors include, but are not limited to, general economic
condition, changes in market interest rates or commodity prices and the stability of capital
markets. Any of these factors, as well as others, could cause our estimates to vary from actual
results, which could materially and adversely affect our results of operation and financial
condition. In addition, the process for determining whether an impairment of financial
asset/liabilities is other-than-temporary usually requires complex and subjective judgments,
which could subsequently prove to have been wrong.

Furthermore, our investments may earn yields substantially lower than anticipated, and the
fair values of our investments may fluctuate significantly, which contribute to the uncertainties
in valuation. Any failure to realise the benefits we expected from these investments may
materially and adversely affect our business and financial results. Any change in general
economic condition, market interest rates, commodity prices and the stability of capital markets
could lead to volatility in the fair values of our financial assets/liabilities at fair value, which
could further impact our financial condition and results of operations.
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Impairment losses under the expected credit loss model would adversely affect our business,
financial performance and results of operations.

Our impairment losses under the expected credit loss model amounted to RMB1.8 million
and RMB1.8 million in FY2022 and FY2024, respectively. See note 33 of “Appendix I —
Accountants’ Report” for details of our impairment assessment methodology. The assessment of
impairment losses involves a significant degree of management judgments as well as estimates
in determining the key assumptions. Such management’s estimates and the related assumptions
have been made in accordance with information available to us, such estimates or assumptions
are subject to further adjustment if new information becomes known. Therefore, there is
uncertainty on the prediction of the movement of our impairment losses. Significant impairment
losses under the expected credit loss model may have a material adverse effect on our financial
condition and results of operations.

We may not be able to obtain financing on favourable terms, or at all, to meet our funding
requirements.

In order to operate, remain competitive in and further expand our precious metal watches
and accessories businesses, we may require additional capital to be expended in our operations.
In particular, the procurement of gold, which is our primary raw material used in the production
of our products in terms of value during the Track Record Period, is capital intensive.

We currently fund our operations and capital expenditure primarily from cash flow
generated from our operating activities and bank loans. With an aim to continually expanding
our business, we may need to obtain further financing from external sources to supplement our
liquidity in the future. However, financing may not be readily available in amounts or on terms
acceptable to us. Our ability to obtain external financing in the future is subject to a number of
uncertainties, including but not limited to the following: (i) our financial condition, results of
operation, business reputation, cash flow and credit history; (ii) the condition of the global and
domestic financial markets; and (iii) economic, political and other conditions in the PRC.

The future incurrence of indebtedness may result in debt obligations and could result in
operating and financing covenants restricting our operations or our ability to make acquisitions
or pay dividends. We cannot assure you that we will be able to obtain bank loans or renew
existing facilities in the future on favourable terms, or at all. If adequate funding is not available
to us on favourable terms, or at all, our finance costs may increase, or we may not be able to
continue our existing operations, develop or expand our business, and therefore, our business,
financial condition and results of operations would be materially and adversely affected.
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We are exposed to interest rate risks.

The cost of our financial debts depends on interest rate fluctuations. For FY2022, FY2023
and FY2024, we have recorded finance costs in aggregate approximately RMB3.72 million,
RMB4.75 million and RMB4.56 million, respectively, of our interest-bearing bank loans, gold
leases and lease liabilities that are on demand or payable within 1 to 5 years. Our financial
condition and results of operation could be materially and adversely affected by adverse
fluctuations in the interest rate. According to the sensitivity analysis as stated in “Appendix I —
Accountants’ Report”, our post-tax profit for FY2022, FY2023 and FY2024 would decrease by
RMB252,000, RMB280,000 and RMB349,000, respectively, if interest rates had been 50 basis
points higher and if all other variables held constant.

Any discontinuation, reduction or challenge of the government grant and/or concessionary
tax rate would have a material and adverse impact on our business and results of
operation.

During the Track Record Period, we recognised government grants and subsidies as our
other income of RMB1,645,000, RMB1,475,000 and RMB64,000 in FY2022, FY2023 and
FY2024, respectively. Our government grants mainly comprised the government subsidies
received from the local governments in the PRC in the recognition of our contribution to local
economy’s development. Additionally, (i) the Company has been recognised as the High New
Tech Enterprises throughout the Track Record Period. According to the EIT Law for High New
Tech Enterprises, the Company is subject to a reduced Enterprise Income Tax rate of 15% during
the Track Record Period; and (ii) the Group adopted the weighted deduction rate of 200% from 1
January 2022 to 30 September 2022 and 200% from 1 October 2022 to 31 December 2024 in
accordance with the relevant laws and regulations issued by the SAT. As the determination and
granting of such grants and tax rates are subject to the discretion of the government and are
non-recurring in nature, the receipt of such grants and tax rates varies from period to period. We
cannot assure you that we will continue to receive government grants and concessionary tax rate
benefit at the same level or at all, in which case our business, financial condition, and results of
operations may be materially and adversely affected.

In addition, if our concessionary tax rate benefits become unavailable or if the calculation
of our tax liability is successfully challenged by the PRC tax authorities, the discontinuation of
any of the concessionary tax rate benefit we enjoy could materially and adversely affect our
results of operations. Please see “Financial Information — Description of Selected Items in
Consolidated Statements of Profit or Loss and Other Comprehensive Income — Income tax
expense” for further details.
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We have limited insurance coverage, which could expose us to significant costs and business
disruption.

As at the Latest Practicable Date, we maintained various insurance policies, including but
not limited to risks in respect of loss or theft of, and damage to, property, plants and equipment,
machinery, raw materials (including but not limited to gold) and other inventory in our
production facilities or in transit during delivery, as well as social insurance for our employees,
which we believe is in line with industry practice. See the section headed ‘“Business —
Insurance” in this document for more information.

However, there is no assurance that the insurance policies we maintain are sufficient to
prevent us from any loss or that we will be able to successfully claim our losses under our
current insurance policies on a timely basis, or at all. Additionally, we do not currently maintain
insurance for all aspects of our business operations, any future claims could materially impact
our financial condition and results of operations. Furthermore, our operations are subject to the
Civil Code of the PRC ("'# A R FLFIE [ 5 M), Product Quality Law of the PRC (13 A [R 3k
AN ZE i B 7%) and Consumers Protection Law of the PRC (FF#E A R LA 5 1 2 35 W 4 PR
%), which impose liabilities on manufacturers and sellers of sub-standard or defective products
in the PRC if such products cause loss or injury. As a result, if we incur any loss that is not
covered by our insurance policies, or the compensated amount is significantly less than our
actual loss, our business, financial condition and results of operations could be materially and
adversely affected.

If we fail to maintain adequate risk management and internal controls systems, we may not
be able to manage our business effectively and may experience errors or information lapses
affecting our business.

As we continue to expand, our success depends on our ability to effectively utilise our ERP
system, IT systems, resources, risk management and internal controls systems. We will need to
modify and improve our financial and managerial controls, reporting systems and procedures,
and other risk management, internal controls and compliance procedures to meet our evolving
business needs. If we are unable to improve our controls, systems and procedures, they may
become ineffective and adversely affect our ability to manage our business and cause errors or
information lapses that affect our business. Furthermore, due to the inherent limitations in risk
management and internal controls systems, including but not limited to the limitations of the
procedures in relation to the identification and evaluation of risks and communication of
information, we cannot assure you that these systems will identify, mitigate and manage all our
exposure to risks. Our efforts in improving our risk management and internal controls systems
may not result in eliminating all risks. If we are not successful in discovering and eliminating
weaknesses in our risk management and internal controls systems, our ability to manage our
business effectively may be affected.
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We may be unable to prevent or detect bribery or corruption or other misconducts by our
employees, customers, suppliers or other third parties, which may materially and adversely
affect our business, prospects, reputation and growth potential.

We may not be able to detect bribery, corruption or other misconducts by our employees,
customers, suppliers or other third parties. These activities may lead to exposure to prosecution,
fines, other penalties or liabilities as imposed by the relevant government authorities. While we
have adopted internal control policies with a view to prohibiting any form of bribery, corruption
and other misconducts, provided anti-bribery and corruption training to our employees,
incorporated anti-bribery and corruption policies into employment contracts and contracts with
our customers, suppliers and other third parties, and established a reporting channel for
employees and external third parties to report acts of bribery and/or corruption and encourage
anonymous whistleblowing, we cannot guarantee that these measures will effectively prevent and
detect bribery, corruption or other misconducts. As such, failure to detect and prevent bribery,
corruption and other misconducts of our employees or other third parties may materially and
adversely affect our business, prospects, reputation and growth potential.

We are subject to various risks relating to our third-party payment arrangements.

During the Track Record Period, to our best information and knowledge, certain of our
customers, which primarily consisted of (i) individual jewellery and accessories retail stores
operating in the form of individually-owned businesses ({f#% T.F§/7) and (ii) small-sized
enterprises, settled their payments which were due to us through other entities or persons, such
as shareholders, legal representatives and authorised representatives (which generally included
owners and employees) of the relevant customers. Our Group had ceased such third-party
payment arrangements since 1 November 2024 and as at the Latest Practicable Date.

As such, we were subject to various risks relating to such third-party payment arrangements
during the Track Record Period, which include, but are not limited to, (i) possible claims from
third-party payors for return of funds as we have no contractual relations with such third-party
payors and they were not contractually obliged to pay us, and possible claims from liquidators
of such third-party payors; and (ii) potential money laundering risks as we have limited
knowledge in relation to the source and purpose of the funds utilised by third-party payors under
such third-party payment arrangements. In the event of any claims from third-party payors or
their liquidators, or legal or administrative proceedings (whether civil or criminal) instituted or
brought against us for the return of the relevant funds or for the violation or non-compliance of
laws, rules and regulations, we will have to expend significant managerial and financial to
handle and resolve such claims and proceedings, and we may be forced to comply with
judgments and rulings and return the funds for the products that we sold and services that we
provided, which may in turn have an adverse effect on our business, results of operations and
financial condition. For details, see “Business — Internal Control and Risk Management —
Third-party Payment Arrangements.”
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We may experience failures in our ERP and IT systems which could materially and
adversely affect our business, financial condition and results of operation.

We depend on our advanced ERP (Enterprise Resource Planning) system to consolidate data
from every stage of our production, which enables us to track the status of raw materials,
semi-finished goods and finished goods in real-time, and evaluate the efficiency of our
production lines and workers. If our ERP system experiences any failures or is unable to perform
its functionalities properly and in a timely manner, or at all, our production process, output and
efficiency and our ability to satisfy customer demands will be severely affected, which may in
turn result in loss of business and/or detriment to our brand and reputation. As a result, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.

Furthermore, our business relies on the proper functioning of our IT systems. Our IT
systems enable various departments to function effectively and facilitate the collection,
management and analysis of critical business data, while spanning multiple aspects of our
business operations, including procurement, sales and distribution, quality control, inventory and
logistics, financial reporting and human resources. See “Business — Information Technology” in
this document. We cannot assure you that our IT systems will always operate without
interruption or malfunction. Any breakdown for an extended period of time, or other failure of
our IT systems from, among other things, security breaches, viruses, hacking or damage to the
hardware or software systems, may cause interruptions to our operations and inventory
management, and may adversely affect the integrity of our information, our business
performance and profitability. We cannot assure you that any disaster recovery system that we
may have in place will be adequate to support our operations in the event of a prolonged
breakdown of our primary system, in which case our business operations will be materially and
adversely affected. In addition, the increasing business complexity of our operations due to our
growth strategies may place additional requirements on our systems, controls, procedures and
management and, as a result, may strain our ability to manage our future growth.

Any breach of or failure to successfully implement our environmental, health and safety
policies could have a material adverse effect on our business and growth prospects.

As our customers and end consumers are paying increasing attention to corporate social
responsibility matters, conducting our business in a responsible and sustainable way is important
to our brand and reputation. While we have implemented policies relating to environmental,
workplace health and safety matters and have adopted a number of initiatives to reduce our
environmental footprint, we cannot assure you that these policies will not be breached or will
continue to be effective. If we fail to implement such policies effectively or update them to
reflect the latest social and environmental developments, our brand image and reputation could
be damaged, which will negatively impact our business, financial condition and results of
operations.
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If we fail to protect our proprietary data and customer information, our reputation and
business could be negatively affected.

We believe that our ability to compile and analyse sales and customer data is critical to our
success. For details of our data privacy and protection policy, see Business — Data Privacy and
Protection in this document. Concerns about our practices with regard to the collection, storage,
use or disclosure of customer information or other privacy-related matters, even if unfounded,
could damage our reputation, and as a result, our business, financial condition, results of
operations and prospects may be materially and adversely affected. Furthermore, any actual or
alleged leakage or unauthorised use of the customer data we have collected could adversely
affect our brand and reptation and result in decreases overall sales, which could have a material
adverse effect on our business, financial condition, results of operations and prospects.

We have adopted security policies and measures to protect our proprietary data and
customer information. However, advances in technology, the expertise of hackers, new
discoveries in the field of cryptography or other events or developments could result in
compromises or breaches of the technologies that we use to protect confidential information. We
may not be able to prevent third parties, especially hackers or other individuals or entities
engaging in similar activities, from illegally obtaining and misappropriating our proprietary data
and customer information. In addition, we have limited control or influence over the security
policies or measures adopted by third party online payment service providers through which
some of our customers may elect to make online purchases. Furthermore, our third-party
logistics service providers may also violate their confidentiality obligations and illegally or
improperly disclose or use information about our customers. Any negative publicity regarding
the safety or privacy protection mechanism and policy of our information technology systems or
online sales channels could have a material adverse effect on our brand image and reputation.

Furthermore, the PRC laws and regulations governing data privacy and protection are
evolving. Any change in the regulations governing data privacy and protection could adversely
affect our ability to collect, use and store such data, which could have a material adverse effect
on our business, financial condition, results of operations and prospects.

Changes in existing laws and regulations and the imposition of new laws, regulations,
restrictions and other entry barriers may increase our costs.

We are subject to compliance with various laws and regulations relating to the designing,
manufacturing and sales of precious metal watches and accessories in the jurisdictions in which
we operate. Failure to comply with these laws and regulations may result in the imposition of
conditions on, or the suspension of, the sale or seizure of our products, or significant penalties
or claims. In the event that the countries in which we operate or intend to operate in increase the
stringency of such laws and regulations, our operating costs may increase, and we may not be
able to pass these additional costs onto our customers. Further, if any jurisdiction in which we
operate or intend to operate in imposes new laws, regulations, restrictions or other barriers to
entry, our ability to expand our business operations may be limited, and our growth and
development may be adversely affected.
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RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Our operations are subject to and may be affected by changes in PRC tax laws and
regulation.

We are subject to periodic examinations regarding our fulfillment of tax obligations under
PRC tax laws and regulations by PRC tax authorities. We cannot assure you that we will
continue to comply with relevant future examinations by PRC tax laws and regulations. If we
fail to comply with these laws and regulations, we may be subject to investigations by the PRC
tax authorities regarding non-compliance, which could result in fines, other penalties, or actions
that adversely affect our business, financial condition, results of operations, and reputation. We
also cannot guarantee that adjustments or changes to PRC tax laws and regulations will not
affect our business, financial condition, and results of operations.

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

Following the practice of all major economies, the PRC also has tax treaties or similar
arrangements with jurisdictions around the world. Pursuant to the EIT Law and its
implementation rules, the 10% withholding tax in China generally applies to dividends paid to
investors of enterprises resident outside China, which have no establishment or business place in
China, or have an establishment or place of business but the relevant income has no actual
connection with that establishment or place of business. Unless otherwise provided in
agreements or similar arrangements, any gains realised from the transfer of shares by these
investors, if deemed to have originated from the PRC, are subject to a Chinese income tax rate
of 10% (or lower). According to the IIT Law and its implementation rules, dividends originating
from China paid to foreign individual investors who are not Chinese residents are generally
subject to Chinese withholding tax at a rate of 20%, and any proceeds incurred from share
transfers by such shareholders are generally subject to 20% Chinese income tax, unless there is
relief under applicable tax agreements and PRC law. Although our business operations are in
China, it is unclear whether dividends paid by us on H Shares or gains realised from the transfer
of H Shares will be considered income originating from China and thus subject to Chinese
income tax. If PRC income tax is imposed on gains realised from the transfer of our H Shares or
on dividends paid to our non-resident [REDACTED], the value of your [REDACTED] in our H
Shares may be adversely affected. In addition, our Shareholders may not be eligible for the
benefits of tax agreements or arrangements in their jurisdictions of residence if they have tax
agreements or arrangements with the PRC.
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Policies regarding currency conversion may impact our ability to use capital effectively.

The conversion of Renminbi into foreign currency must comply with relevant laws and
regulations, and the conversion and remittance of foreign currencies are subject to PRC foreign
exchange regulations. There is no assurance that, under certain exchange rates, we will have
sufficient foreign currencies to meet our foreign exchange requirements. Under the current PRC
foreign exchange regulatory system, foreign exchange transactions under the current account
conducted by us, including the payment of dividends following the completion of the
[REDACTED], do not require prior approval from SAFE. However, we are required to present
documentary evidence of such transactions and conduct them at designated foreign exchange
banks within the PRC that have the requisite licenses to carry out foreign exchange business.
Conversely, foreign exchange transactions under the capital account conducted by us must be
approved in advance by SAFE. There is no assurance that we will be able to receive these
approvals in time, or at all. This could restrict our ability to obtain debt or equity financing in
foreign currencies.

The existing foreign regulations allow us, following the completion of the [REDACTED],
to pay dividends in foreign currencies without prior approval from SAFE, provided we comply
with certain procedural requirements. However, there is no assurance that the PRC government
will continue to adopt this policy going forward. If we fail to fulfill the requirements of the PRC
foreign exchange control system, we may not be able to pay dividends in foreign currencies to
our Shareholders.

Fluctuation in the value of the Renminbi may have a material adverse effect on our
business.

A large portion of our revenue, liabilities, and assets are denominated in Renminbi.
However, following the [REDACTED], we may also maintain a significant portion of the
[REDACTED] from [REDACTED] in Hong Kong dollars before they are used in our PRC
operations. The value of RMB against US dollars or Hong Kong dollars is affected by various
factors, including due to government policies (including those of the PRC government), and is
influenced by domestic and international economic and political developments, as well as supply
and demand in the local market. As a result of historical and future changes in currency policy,
the exchange rate may become volatile. The Renminbi may be revalued further against the US
dollar or other currencies, or it may be permitted to enter into a full or limited free float, which
could result in appreciation or depreciation in the value of the Renminbi against the US dollar or
other currencies. Fluctuations in exchange rates may adversely affect the value, when translated
or converted into US dollars or Hong Kong dollars (which are pegged to the US dollar), of our
cash flows, revenues, earnings, and financial position. For example, an appreciation of the
Renminbi against the US dollar or Hong Kong dollars would make any new
Renminbi-denominated investments or expenditures more costly, to the extent that we need to
convert US dollars or Hong Kong dollars into Renminbi for such purposes. Additionally, we may
have to rely on revenue derived from our operations in the PRC to make dividend payments in
Hong Kong dollars to our Shareholders. Therefore, depreciation of the Renminbi against Hong
Kong dollars will impact the amount in Hong Kong dollars that our Shareholders could receive
as dividend payments.
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Our ability to access credit and capital markets may be adversely affected by factors
beyond our control.

Interest rate increases by the PBOC or market disruptions may increase our cost of
borrowing or adversely affect our ability to access sources of liquidity that we may use to
finance our operations and satisfy our obligations as they become due. We intend to continue
making investments to support our business growth and may require additional funds to respond
to business challenges. There can be no assurance that the anticipated cash flow from our
operations will be sufficient to meet all of our cash requirements, or that we will be able to
secure external financing at competitive rates, or at all. Any such failure may adversely affect
our ability to finance our operations, meet our obligations, or implement our growth strategy.

You may experience difficulty in effecting service of legal process, enforcing foreign
judgments or bringing original actions in the PRC based on foreign laws against us and our
Directors, Supervisors and senior management members.

The majority of our Directors, Supervisors and senior management members reside in the
PRC, and substantially all of the assets of those individuals and of our Group are located in the
PRC. Therefore, it may be difficult for investors to effect service of process upon those persons
inside the PRC. However, judgments rendered by Hong Kong courts may be recognised and
enforced in the PRC if the requirements set forth by the Arrangements for Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Cases between Courts of
the Mainland and the Hong Kong Special Administrative Region (i A B B B iR A b B A
VA AR I A BB [ 2 (e AR EL R R AN BUA T R P S A IR 2 R ) ) are met.

RISKS RELATING TO THE [REDACTED] AND OUR SHARES

Any possible conversion of our Domestic Shares into H Shares in the future could increase
the supply of our H Shares [REDACTED] and negatively impact the [REDACTED] of our
H Shares.

Subject to the approval of the CSRC, all of our Domestic Shares may be converted into H
Shares in the future, and such converted H Shares may be [REDACTED] or [REDACTED] on
an [REDACTED], provided that any requisite internal approval by our Shareholders and
approval from the relevant PRC regulatory authorities shall have been obtained prior to the
conversion and [REDACTED] of such converted H Shares. However, the PRC Company Law
provides that in relation to the [REDACTED] of a company, the shares of that company which
are issued prior to the [REDACTED] shall not be transferred within one year from the date of
the [REDACTED]. Therefore, upon obtaining the requisite approvals from our Shareholders and
the relevant PRC regulatory authorities, our Domestic Shares may be [REDACTED], after the
conversion, in the form of H Shares on the Stock Exchange after one year of the [REDACTED].
This could further increase the supply of our H Shares [REDACTED] and may negatively
impact the [REDACTED] of our H Shares.
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There has been no prior [REDACTED] for our H Shares, and an active [REDACTED] for
our H Shares may not develop.

Prior to the [REDACTED], there was no [REDACTED] for our H Shares. The
[REDACTED] for our H Shares will be the result of negotiations between us and the
[REDACTED] (for itself and on behalf of [REDACTED]) and may differ significantly from the
[REDACTED] of the H Shares following the [REDACTED]. We have applied to the Stock
Exchange for the granting of the [REDACTED] of, and permission to [REDACTED], our H
Shares to be converted from Domestic Shares and to be [REDACTED] pursuant to the
[REDACTED] (including any additional H Shares that may be [REDACTED] pursuant to the
exercise of the [REDACTED]). However, we cannot assure you that a [REDACTED] for our H
Shares with adequate liquidity will develop and be sustained following the completion of the
[REDACTED], or that the [REDACTED] of our H Shares will not decline following the
[REDACTED]. If an active [REDACTED] for our H Shares does not develop following the
completion of the [REDACTED], the [REDACTED] and liquidity of our H Shares could be
materially and adversely affected.

The [REDACTED], liquidity and [REDACTED] of our H Shares may be volatile and
[REDACTED] may suffer substantial losses.

The [REDACTED], liquidity and [REDACTED] of our H Shares may be volatile subject
to various factors which are beyond our control, including but not limited to political
uncertainties and the general market conditions of the securities in Hong Kong, the PRC and
elsewhere in the world. The business performance and the [REDACTED] of the shares of other
companies engaging in similar businesses as we do may affect the [REDACTED] and
[REDACTED] of our H Shares. There can be no assurance that these developments will not
occur in the future. In addition to market and industry factors, the [REDACTED] and
[REDACTED] of our H Shares may be highly volatile for specific business reasons, such as
fluctuations in our revenue, earnings, cash flows, new investments, expenditures, regulatory
developments, relationships with our suppliers and customers, movements or activities of key
personnel, or actions taken by our competitors. Moreover, shares of other companies
[REDACTED] on the Stock Exchange with significant operations and assets in the PRC have
experienced price volatility in the past, and it is possible that our H Shares may be subject to
changes in price not directly caused or related to our performance but caused or related to the
overall political and economic conditions in Hong Kong, the PRC or elsewhere in the world.
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Future sales or perceived sales of substantial amounts of our H Shares in the [REDACTED]
could have a material adverse effect on the [REDACTED] of our H Shares and our ability
to raise additional capital in the future.

The [REDACTED] of our H Shares could decline as a result of future [REDACTED] of a
substantial number of our H Shares or other securities relating to our H Shares in the
[REDACTED], or the [REDACTED] of new H Shares or other securities relating to our H
Shares, or the perception that such [REDACTED] or [REDACTED] may occur. Future
[REDACTED], or perceived [REDACTED], of substantial amounts of our H Shares, including
any future [REDACTED], could materially and adversely affect our ability to raise capital on
terms favourable to us. In addition, our Shareholders may experience [REDACTED] in their
holdings if we [REDACTED] more securities in the future. If additional funds were raised
through our [REDACTED] of new equity or equity-linked securities other than on a pro-rata
basis to existing Shareholders, the percentage ownership of such Shareholders could be reduced
and such new securities might confer rights and privileges that take priority over those conferred
by the [REDACTED].

A certain number of our [REDACTED] held by existing Shareholders are or will be subject
to contractual and/or legal restrictions on disposal for a period of time after completion of the
[REDACTED]. See “[REDACTED]” in this document for further details. After the lapse of the
abovementioned restrictions, future sales or perceived sales of substantial amounts of our H
Shares, or the possibility of such sales, could negatively impact the [REDACTED] of our H
Shares and our ability to raise equity capital in the future.

The [REDACTED] of our H Shares when [REDACTED] commences could be lower than
the [REDACTED] as a result of, among other things, adverse market conditions or other
adverse developments that could occur between the [REDACTED] and the [REDACTED].

The [REDACTED] of our H Shares is expected to be determined by 12:00 p.m. on the
[REDACTED]. However, our H Shares will not [REDACTED] on the Stock Exchange until
they are delivered on the [REDACTED], which is expected to be several business days after the
[REDACTED].

As a result, [REDACTED] may not be able to [REDACTED] or otherwise [REDACTED]
in the [REDACTED] during that period before they [REDACTED] on the Stock Exchange.
Accordingly, holders of our H Shares are subject to the risk that the [REDACTED] of our H
Shares when [REDACTED] begins could be lower than the [REDACTED] as a result of
adverse market conditions or other adverse developments that may occur between the
[REDACTED] and the [REDACTED].

~-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.

RISK FACTORS

You will experience immediate [REDACTED] if the [REDACTED] of the [REDACTED] is
higher than the net tangible asset value per Share, and may experience further
[REDACTED] if we [REDACTED] additional Shares in the future.

The [REDACTED] of our H Shares is higher than the net tangible asset value per Share
immediately prior to the [REDACTED]. As a result, purchasers of our H Shares in the
[REDACTED] will experience immediate [REDACTED]. Purchasers of our H Shares may
experience further [REDACTED] if the [REDACTED] (for itself and on behalf of the
[REDACTED] exercise the [REDACTED]. There can be no assurance that if we were to
immediately liquidate after the [REDACTED], any assets will be distributed to Shareholders,
and [REDACTED] would receive less than the amount they paid for our H Shares. In addition,
to expand our business, we may consider [REDACTED] and issuing additional Shares in the
future. Purchasers of our H Shares may experience [REDACTED] in the net tangible asset value
per Share of their H Shares if we [REDACTED] additional Shares in the future at a price lower
than the net tangible asset value per Share at that time.

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

Immediately upon the completion of the [REDACTED], our Controlling Shareholders will
continue to have significant influence over our business and affairs, including decisions on
mergers and acquisitions, disposition of assets, issuance of additional Shares or other equity
securities, timing and amount of dividend payments, and our management. There may be a
conflict between the Controlling Shareholders’ interests and your interests. In addition, without
the approval of the Controlling Shareholders, we could be prevented from entering into
transactions that could be beneficial to us. This concentration of ownership may also discourage,
delay, or prevent a change in control of our Company, which could deprive our Shareholders of
an opportunity to receive a premium for the Shares as part of a sale of our Company and may
significantly reduce the [REDACTED] of our H Shares.

There can be no assurance if and when we will pay dividends in the future.

Distribution of dividends shall be formulated by our Board and will be subject to
Shareholders’ approval. A decision to declare or pay any dividends and the amount of any
dividends will depend on various factors, including but not limited to our results of operations,
cash flows and financial condition, operating and capital expenditure requirements, distributable
profits as determined under IFRS, our Articles of Association, market conditions, our strategic
plans and prospects for business development, contractual limits and obligations, payment of
dividends to us by our operating subsidiaries, taxation, relevant laws and regulations, and any
other factors determined by our Board from time to time to be relevant to the declaration or
suspension of dividend payments. As a result, there can be no assurance whether, when and in
what form we will pay dividends in the future or that we will pay dividends in accordance with
our dividend policy. See “Financial Information — Dividends” in this document for further
details of our dividend policy. Our dividend policy should not be taken as indicative of our
dividend policy in the future.
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Certain facts, forecasts and other statistics in this document are derived from various
government sources and may not be reliable.

Certain facts, forecasts and other statistics in this document relating to Hong Kong, the
PRC and the global economy, as well as the precious metal watch and accessories industries in
the PRC, are derived from various sources, including official government publications, industry
associations or the Industry Report, which we believe are reliable. We believe that the sources of
such information are appropriate and have taken reasonable care in extracting and reproducing
it. We have no reason to believe that such information is false or misleading in any material
respect or that any fact has been omitted that would render such information false or misleading.
The information derived from official government sources has not been independently verified
by us, the Sole Sponsor, the [REDACTED], the [REDACTED], the [REDACTED], the
[REDACTED], the [REDACTED], the [REDACTED], or any of our and their respective
directors, supervisors, officers, representatives, employees, or advisers, or any other persons or
parties involved in the [REDACTED]. Due to possible flawed or ineffective collection methods
or discrepancies between published information and market practice, such information may be
inaccurate or may not be comparable to those produced with respect to other industries or
economies. Further, we cannot assure you that they are stated or compiled on the same basis or
with the same degree of accuracy in other jurisdictions. No representation is given as to their
completeness, accuracy or fairness. Accordingly, the information from official government
sources contained herein may not be accurate and should not be unduly relied upon.

You should read the entire document carefully and should not rely on any information
contained in press articles or other media regarding us, our H Shares or the [REDACTED].

Prior to or subsequent to the publication of this document, there may have been or be press
and media coverage regarding us and the [REDACTED]. We have not authorised the disclosure
of any such information in the press or media. Financial information, financial projections,
valuation, and other information about us contained in such unauthorised press or media
coverage may not truly reflect the disclosures in the document or the actual circumstances. We
do not accept any responsibility for such unauthorised press or media coverage, or for the
accuracy or completeness of any such information. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such information. To the extent any
such information appearing in the press and media is inconsistent with, or conflicts with, the
information contained in this document, we disclaim responsibility for them. Accordingly,
prospective [REDACTED] are cautioned to make their decisions based on the information
contained in this document only and should not rely on any other information.
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Our management has significant discretion as to how to use the [REDACTED] of the
[REDACTED], and you may not necessarily agree with how we use them.

Our management may use the [REDACTED] from the [REDACTED] in ways that you
may not agree with or that do not yield a favourable return to our Shareholders. The proposed
use of [REDACTED] as disclosed in this document are also subject to changes and/or
modifications carried out by our management in accordance with the requirements under the
Listing Rules. By [REDACTED] in our H Shares, you are entrusting your funds to our
management, upon whose judgement you must depend for the specific uses we will make of the
[REDACTED] from the [REDACTED]. See “Future Plans and [REDACTED]” in this
document for further details.

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

This document contains certain forward-looking statements and information relating to us
that are based on the beliefs of our management as well as assumptions made by and information
currently available to our management. When used in this document, the words “aim”,
“anticipate”, “believe”, “could”, “estimate”, “expect”, “going forward”, “intend”, “may”,
“might”, “plan”, “project”, “propose”, “seek”, “should”, “target”, “will”, “would” 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, profitability, liquidity, and capital
resources and are not a guarantee of future performance. These statements are subject to certain
risks, uncertainties, and assumptions, including the other risk factors as described in this
document. Subject to the ongoing disclosure obligations of the Listing Rules or other
requirements of the Stock Exchange, 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. [REDACTED] should not place undue reliance on such forward-looking
statements and information.
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In preparation for the [REDACTED], our Company has sought the following waivers and
exemption from strict compliance with the relevant provisions of the Listing Rules and the
Companies (Winding Up and Miscellaneous Provisions Ordinance):

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, a new applicant for [REDACTED] on the Stock
Exchange must have sufficient management presence in Hong Kong, which normally means that
at least two of the executive Directors must be ordinarily resident in Hong Kong. Rule 19A.15
of the Listing Rules further provides that the requirement in Rule 8.12 may be waived by having
regard to, among other considerations, the applicant’s arrangements for maintaining regular
communication with the Stock Exchange.

Since our headquarters, principal business operations and management of our Group are
carried out in mainland China, our executive Directors are based in mainland China to better
manage and attend to our Group’s business operations. Therefore, we do not and, in the
foreseeable future, will not have sufficient management presence in Hong Kong for the purpose
of satisfying the requirement under Rule 8.12 of the Listing Rules.

Accordingly, pursuant to Rule 19A.15 of the Listing Rules, we have applied to the Stock
Exchange for[, and the Stock Exchange has agreed to grant,] a waiver from strict compliance
with the requirements under Rule 8.12 and Rule 19A.15 of the Listing Rules. In order to
maintain effective communication with the Stock Exchange, we will put in place the following
measures in order to ensure that regular communication is maintained between the Stock
Exchange and us:

(a) we have appointed two authorised representatives pursuant to Rule 3.05 of the Listing
Rules. The two authorised representatives are Mr. Li Yangjin (“Mr. Li YJ”), our
executive Director and joint company secretary, and Ms. Sze Suet Ling (“Ms. Sze”),
our joint company secretary. The authorised representatives will act as the principal
channel of communication between Stock Exchange and our Company. The authorised
representatives will be available to meet with the Stock Exchange in Hong Kong
within a reasonable period of time upon request and will be readily contactable by the
Stock Exchange by telephone, facsimile and/or email to deal promptly with any
enquiries which may be made by the Stock Exchange. Each of the authorised
representatives is authorised to communicate on behalf of our Company with the Stock
Exchange;

(b) each of the authorised representatives has means to contact all Directors promptly at
all times as and when the Stock Exchange wishes to contact the Directors on any
matters. We will implement a policy whereby:

(i) each Director will provide his/her mobile phone number, office phone number,

residential phone number, email address and facsimile number to the authorised
representatives;
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(c)

(d)

(e)

()

(i) each Director will provide his/her phone numbers or means of communication to
the authorised representatives when he/she is travelling or otherwise be out of the
office; and

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

in compliance with Rule 3A.19 of the Listing Rules, we have appointed Ping An of
China Capital (Hong Kong) Company Limited to act as our Compliance Advisor, who
will act as an additional channel of communication between the Stock Exchange and
our Company for the period commencing on the [REDACTED] and ending on the
date that our Company publishes our financial results for the first full financial year
after the [REDACTED] pursuant to Rule 13.46 of the Listing Rules;

our Company will inform the Stock Exchange promptly in respect of any change in
our Company’s authorised representatives and Compliance Advisor;

for those Directors who are not ordinarily residents in Hong Kong have confirmed that
each of them possesses or can apply for valid travel documents to visit Hong Kong
and can meet with the Stock Exchange within a reasonable period; and

we will retain a Hong Kong legal advisor to advise us on the application of the Listing
Rules and other applicable Hong Kong laws and regulations after our [REDACTED].

WAIVER IN RELATION TO JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, our company secretary must be an

individual who, by virtue of his or her requisite academic or professional qualifications or
relevant experience, is, in the opinion of the Stock Exchange, capable of discharging the

functions of company secretary. The Stock Exchange considers the following academic or

professional qualifications to be acceptable:

(a)

(b)

()

a member of The Hong Kong Chartered Governance Institute;

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

a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the laws of Hong Kong).
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Note 2 to Rule 3.28 of the Listing Rules further provides that in assessing “relevant
experience”, the Stock Exchange will consider the individual’s:

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

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

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

(d) professional qualifications in other jurisdictions.

We have appointed Mr. Li YJ, who is our executive Director, Board secretary, deputy
general manager and chief financial officer, as one of the joint company secretaries. Although
Mr. Li YJ does not possess the requisite academic or professional qualifications or sufficient
relevant experience as stipulated in the Notes to Rule 3.28 of the Listing Rules, we would like to
appoint him as our joint company secretary due to his past management experience within our
Group and his thorough understanding of the internal administration and business operations of
our Group. We believe that it would be in the best interests of our Company and the corporate
governance of our Group to have Mr. Li YJ, who is our employee and has day-to-day knowledge
of our affairs, as our joint company secretary. Mr. Li YJ has the necessary nexus to our Board
and close working relationship with the management of our Company in order to perform the
function of a joint company secretary and to take the necessary actions in the most effective and
efficient manner. In addition, we have appointed Ms. Sze, who fulfils the requisite qualification
as required under Note 1 to Rule 3.28 of the Listing Rules by virtue of her membership with the
Hong Kong Chartered Governance Institute, to act as the other joint company secretary and to
assist Mr. Li YJ to acquire the relevant experience as the company secretary of our Company
required under Rule 3.28 of the Listing Rules. Please refer to the section headed “Directors,
Supervisors and Senior Management” for further information regarding the qualifications and
experience of Mr. Li YJ and Ms. Sze.

Apart from discharging his functions in his role as one of our joint company secretaries,
Ms. Sze will assist Mr. Li YJ in enabling him to acquire the relevant company secretary
experience as required under Rule 3.28 of the Listing Rules and to become with the
requirements of the Listing Rules and other applicable Hong Kong laws. In addition, Mr. Li YJ
will also attend relevant professional training during each financial year as required under Rule
3.29 of the Listing Rules.
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WAIVERS AND EXEMPTION FROM STRICT COMPLIANCE WITH THE LISTING RULES

We have applied for[, and the Stock Exchange has granted,] a waiver from strict

compliance of Rules 3.28 and 8.17 of the Listing Rules in respect of the appointment of Mr. Li

YJ as one of our joint company secretaries pursuant to Chapter 3.10 of the Guide for New
[REDACTED] Applicants on the following conditions:

(a)

(b)

(c)

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

the waiver is valid for an initial period of three years commencing from the
[REDACTED] and will be revoked immediately if Ms. Sze ceases to provide such
assistance or if there are material breaches of the Listing Rules by our Company; and

before the end of the three-year period, the qualifications and experience of Mr. Li YJ
and the need for on-going assistance of Ms. Sze will be further evaluated by our
Company. Our Company will then endeavour to demonstrate to the Stock Exchange’s
satisfaction that Mr. Li YJ, having had the benefit of the assistance of Ms. Sze for the
immediately preceding three years, has acquired the relevant experience (within the
meaning of Note 2 to Rule 3.28 of the Listing Rules) such that a further waiver from
Rules 3.28 and 8.17 of the Listing Rules will not be necessary. Our Company
understands that the Stock Exchange will revoke the waiver if Ms. Sze ceases to
provide assistance to Mr. Li YJ during the three-year period.
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[REDACTED]
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[REDACTED]
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS
Name
Executive Directors:

Mr. Li Yongzhong (Z 7k /&)

Mr. Hu Shaohua (#{ 7 %E)
(former name: Hu Shaofeng

(W2 58))

Mr. Li Yangjin (Z=F54)

Non-executive Director

Mr. Huang Liangdi (# K th)

Independent non-executive
Directors:

Mr. Li Qi (Z7F)

Residential Address Nationality

Room 101, Building 1
Longyuan Yijing

No. 2 Jingfen Road
Longgang District, Shenzhen

Chinese

Guangdong
PRC

Room 4205, Block B
Building 2, Guanshan Jiayuan

Chinese

Cuiyin Road

Luohu District, Shenzhen
Guangdong

PRC

Room 29D, Building A Chinese
Jianxinyuan, Xinxin Garden

Futian District, Shenzhen

Guangdong

PRC

Room 1602, Building 4
Zhengda Hongye

Art & Craft City
Huangshi Town

Chinese

Licheng District, Putian
Fujian
PRC

Room 1107, Building 6 Chinese
Tiantongyuan North Area 1

Changping District

Beijing

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

Name

Mr. Lin Yong (#K55)

Ms. Guo Xiaohong (¥FMBEAL)
(former name: Guo
Lanhong (2B f&40))

Mr. Wong Sin Yung
(FE )

SUPERVISORS
Name

Ms. Yao Xiangping (kM #F)

Ms. Qin Yan (k%

Mr. Zou Jianping (% 1)

Further information about our Directors,
members are set out in “Directors, Supervisors and Senior Management”.

Residential Address

Room A705, Building 7
Great Wall Mansion
Baihua 5th Road

Futian District, Shenzhen
Guangdong

PRC

Room 401, Building 3
Zhongyin Flower City
No. 403 Industrial Road
Gulou District, Fuzhou
Fujian

PRC

Flat B, 11/F, Block 2
Laguna City, Kwun Tong
Kowloon

Hong Kong

Residential Address

Room 903, Building 1

Dadi Jiayuan, Hanjiang Village
Hanjiang District, Putian
Fujian

PRC

Room 401, No. 29 Dawei Village
Gankeng Community

Longgang District, Shenzhen
Guangdong

PRC

Room 504, No.1, Lane 5,
Liangmao New Village
Gankeng Community
Longgang District, Shenzhen
Guangdong

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

PARTIES INVOLVED

Sole Sponsor Ping An of China Capital (Hong Kong)
Company Limited
(a licensed corporation under the SFO to engage
in type 6 (advising on corporate finance)
regulated activity)
Units 3601, 07 & 11-13
36/F, The Center
99 Queen’s Road Central

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

[REDACTED] [REDACTED]

Legal Advisers to our Company As to Hong Kong law
Fangda Partners
26/F, One Exchange Square
8 Connaught Place
Central
Hong Kong

As to PRC law

Grandway Law Offices
7-8/F News Plaza

No. 26, Jianguomennei Avenue
Dongcheng District, Beijing

PRC
Legal Advisers to the Sole Sponsor As to Hong Kong law
and the [REDACTED] Deacons

5/F, Alexandra House
18 Chater Road
Central

Hong Kong

As to PRC law

DeHeng Law offices

12F, Tower B, Focus Place
No.19 Finance Street Beijing
Xicheng District

Beijing

PRC

Auditor and Reporting Accountants Deloitte Touche Tohmatsu
Certified Public Accountants
Registered Public Interest Entity Auditor
35/F, One Pacific Place
88 Queensway
Hong Kong
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

Industry Consultant China Insights Consultancy
10/F, Tower B, Jing’an International Center
88 Puji Road
Jing’an District
Shanghai
PRC

[REDACTED] (@]
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CORPORATE INFORMATION

Registered Office and
Headquarters in the PRC

Principal Place of Business in Hong
Kong

Company’s Website

Joint Company Secretaries

Authorized Representatives

3701A, Shuibei International Jewellery Centre,
2901

No. 99 Beili North Road, Cuijin Community
Cuizhu Street, Luohu District

Shenzhen, Guangdong Province

PRC

40th Floor

Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai

Hong Kong

https://www.hipine.com

(Note: the information on this website does not
form part of this document)

Mr. Li Yangjin (Z84)
Room 29D, Building A
Jianxinyuan, Xinxin Garden
Futian District,

Shenzhen, Guangdong

PRC

Ms. Sze Suet Ling (i ¥) ACG (CS, CGP);
HKACG (CS, CGP)

40/F., Dah Sing Financial Centre

248 Queen’s Road East, Wanchai, Hong Kong

Mr. Li Yangjin (228 4)
Room 29D, Building A
Jianxinyuan, Xinxin Garden
Futian District, Shenzhen
Guangdong

PRC

Ms. Sze Suet Ling (iiZE¥) ACG (CS, CGP);
HKACG (CS, CGP)

40/F., Dah Sing Financial Centre

248 Queen’s Road East, Wanchai, Hong Kong
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CORPORATE INFORMATION

Audit Committee Ms. Guo Xiaohong ($8BE4L) (chairlady)
Mr. Lin Yong (#K5)
Mr. Li Qi (%#)
Remuneration and Assessment Mr. Li Qi (Z#F)(chairman)
Committee
Mr. Lin Yong (#3)
Mr. Hu Shaohua (#{ 7> %E)
Nomination Committee Mr. Lin Yong (M) (chairman)
Mr. Huang Liangdi (# & th)
Ms. Guo Xiaohong (¥BBEAL)
Strategy Committee Mr. Li Yongzhong (%7K ) (chairman)
Mr. Huang Liangdi (& R Hb)
Mr. Li Qi (%)

[REDACTED] [REDACTED]

Compliance Advisor Ping An of China Capital (Hong Kong)
Company Limited
(a licensed corporation under the SFO to
engage in type 6 (advising on corporate finance)
regulated activity)
Units 3601, 07 & 11-13
36/F The Center
99 Queen’s Road Central
Hong Kong
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CORPORATE INFORMATION

Principal Bank China Construction Bank Corporation
Shenzhen Branch
Shenzhen Construction Bank Building
East of Pengcheng 1st Road, South of Fuzhong
3rd Road
Lianhua Street, Futian District
Shenzhen, Guangdong Province
PRC
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INDUSTRY OVERVIEW

The information presented in this section, unless otherwise indicated, is derived from
various government publications and other publications, and from the CIC Report prepared
by China Insights Consultancy, an independent third-party industry consultant commissioned
by us. We believe that the sources of this information are appropriate sources for such
information and have taken reasonable care in extracting and reproducing such information.
We have no reason to believe that such information is false or misleading or that any fact has
been omitted that would render such information false or misleading. The information from
official government sources has not been independently verified by us, the Sole Sponsor, the
[REDACTED], the [REDACTED], any of our and heir respective directors, officers,
representatives, employees or advisers, or any other party involved in the [REDACTED] and
no representation is given as to its completeness, fairness and accuracy.

SOURCES OF INFORMATION

We have engaged China Insights Consultancy, an independent market research consulting
firm, to conduct a detailed analysis and prepare an industry report on the markets in which we
operate. China Insights Consultancy is an independent global consulting firm founded in China.
It is principally engaged in the provision of market research consultancy services, conducting
industry research, and providing market and enterprise strategies and consultancy services across
various industries. We incurred a total of RMB650,000 in fees and expenses in connection with
the preparation and use of the CIC Report.

China Insights Consultancy conducted both primary and secondary research using a variety
of resources in the completion of this report. Primary research involved interviewing key
industry experts and leading industry participants. Secondary research involved analysing data
from various publicly available data sources, such as National Bureau of Statistics of China,
China Horologe Association, China Gold Association, Shanghai Gold Exchange, Gems &
Jewellery Trade Association of China, and the internal database of China Insights Consultancy.

China Insights Consultancy’s projection on the market size of each of the watch industry
and related industries in China are based on the following assumptions: (i) the overall global
social, economic and political environment is expected to maintain a stable trend over the next
decade; (ii) related key industry drivers are likely to continue propelling growth in the watch
industry and related industries in China during the forecast period; and (iii) there are no extreme
force majeure events or industry regulation changes which may dramatically or fundamentally
affect the market situation. Unless otherwise specified, all data and forecasts contained in this
section are derived from the CIC Report. Our Directors confirm that, after making reasonable
enquiries, there has been no adverse change in the market information since the date of the CIC
Report that may qualify, contradict or have a material impact on the information in this section.

- 113 -



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

OVERVIEW OF CHINA’S WATCH INDUSTRY
Definition and classification of the watch

The watch is a portable timepiece designed to be mainly worn on the wrist, primarily used
to track time. The watch often includes features such as the display of dates and chronograph
functions and combines functionality and aesthetic design, serving as a timekeeping tool and a
symbol of status. The watch comprises several key components, including the case, dial,
movement, crown, crystal, and strap. The case is the outer shell that houses and protects the
internal components of a watch. It is typically made from materials like precious metals,
stainless steel, or ceramic, etc.

Watches can be categorised in various ways, such as by the primary material of the case,
with or without smart features, the type of movement, the country of origin, and the retail price

range.
Categorisation of watches
Methods of
categorisation Subcategory Definition and features
By the primary Precious metal A precious metal watch is a timepiece with its
material of the watches watch case crafted from precious metals and
case alloys. Precious metals include, among others,

gold, platinum and silver. Precious metal
watches are generally characterised by the
rarity of the precious metals they contain, their
aesthetic appeal, and intrinsic value, and may
be considered both as functional accessories
and symbols of status and investment assets.

Stainless steel Stainless steel watches are watches with its watch
watches case made of stainless steel. Stainless steel
watches are known for their corrosion
resistance, robust durability, and low
maintenance requirements.
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INDUSTRY OVERVIEW

Methods of
categorisation Subcategory Definition and features

Other watches This subcategory includes watches with its watch
case made of other materials, for example
ceramic watches, carbon fiber watches and
titanium watches. The watch cases of ceramic
watches are crafted from high-density pressed
ceramic powder, offering relatively high scratch
resistance. The watch cases of carbon fiber
watches are made of fibers with a high carbon
content, creating a lightweight structure that is
resistant to high temperatures and mechanical
stress. The watch cases of titanium watches are
crafted from titanium and alloys, which are
light and corrosion-resistant.

By with or without Smart watches Smart watches are watches that combine
smart features traditional time display functions with

interaction and information processing
capabilities. In addition to showing the time,
smart watches integrate compact computer
capabilities, with features such as fitness
tracking, GPS navigation, and the ability to run
applications.

Non-smart watches, = Non-smart watches are watches that do not
or traditional possess interaction and information processing
watches capabilities. Non-smart watches primarily serve
the purpose of timekeeping, and may emphasise
craftsmanship, aesthetics, and brand heritage in
their design.

By movement type  Mechanical watches Mechanical watches are timepieces powered by
mechanical movements, which rely on a main
spring to drive the gears and hands of the
watch.

Quartz watches Quartz watches are timepieces equipped with

quartz movements, which use a battery as their
power source.
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INDUSTRY OVERVIEW

Methods of
categorisation

By brand origin

By retail price
range

Source: CIC Report

Subcategory

Electronic watches

Domestic brand’s
watches

Foreign brand’s
watches

Mass-market
watches

Mid-range watches

High-end watches

Definition and features

Electronic watches are timepieces equipped with
electronic movements. These watches typically
feature a liquid crystal display, which receives
precise pulses from an integrated circuit to
accurately show the information on the display.

Domestic brand’s watches refer to timepieces
designed and produced by watch brands that are
founded in China.

Foreign brand’s watches refer to timepieces
produced by watch brands that originate from
foreign countries outside of China. These
watches are typically imported and are often
associated with the reputation of their country
of origin.

Mass-market watches, priced under RMB3,000 per

unit, are designed for the mass market, offering
basic functionality and simpler designs.

Mid-range watches fall within the price range of

RMB3,000 to RMB10,000 per unit. These
timepieces balance quality, functionality, and
affordability.

High-end watches are luxury timepieces typically

priced above RMB10,000 per unit. High-end
watches are associated with renowned
watchmakers, exceptional craftsmanship, and
heritage, making them status symbols and
collectors’ items.
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INDUSTRY OVERVIEW

The watch industry in China
The development of China’s watch industry

The Chinese watch industry has undergone a remarkable evolution, transitioning from a
nascent sector reliant on imports into a sophisticated industry capable of producing high-quality
watches. Since its inception in the mid-20th century, the industry has experienced significant
growth. In the 1960s and 1970s, substantial government investment led to the establishment of
state-owned factories in key cities such as Tianjin, Beijing, and Shanghai. These facilities
prioritised mass production, and by the late 1970s, China had emerged as a major producer of
mechanical watches, although their quality still lagged behind Western standards.

The 2000s marked a pivotal period for the Chinese watch industry. With the rapid
expansion of China’s economy, there was a corresponding rise in demand for high-end goods,
including premium watches. During this time, Chinese brands began to enhance their
technological capabilities and refine their design aesthetics, resulting in the production of more
sophisticated premium watches. Furthermore, Chinese brands’ role in the watch supply chain
became increasingly prominent, acting as a key hub for both manufacturing and assembly. Since
2010, the rise of smart watches has further diversified the market. During this era, Chinese
watch brands have steadily gained recognition among consumers. The “Made in China” label has
gradually moved away from earlier associations with low-cost, low-quality goods, with certain
Chinese watchmakers now regarded as noteworthy participants in the industry.

The market size of the watch industry in China

The market size of the watch industry in China was RMB76.81 billion in 2018 and
increased to RMB®88.87 billion in 2021 in terms of GMV. In 2022, the effects of the COVID-19
pandemic, particularly strict lockdowns and travel restrictions, severely impacted retail sales and
led to an overall decline to RMB78.64 billion in China’s watch industry. In 2023, as the impact
of the pandemic gradually waned and consumer demand recovered, the Chinese watch market
experienced a resurgence and reached RMB88.33 billion in terms of GMV.

Consumers in first-tier cities usually favour foreign watch brands or high-end watch brands
as these brands have allocated substantial promotional resources to first-tier cities, with the
majority of their sales networks strategically positioned there. Consumers in lower-tier cities are
more inclined to purchase watches with better value prepositions, making significant
contributions to China’s mass-market watch segment. Chinese consumers’ diverse lifestyles have
shaped their preferences for watches. For example, techsavvy individuals especially the younger
generation prioritise functionality and innovation, and have spurred the growth of the smart
watch segment. The increase in disposable income has in general boosted consumer spending on
watches while elevating their expectations for timepieces. Between 2018 and 2023, the
disposable income per capita in China rose from RMB28.23 thousand to RMB39.22 thousand.
Greater purchasing power has heightened consumers’ focus on design, craftsmanship, and brand
influence, and drove the market growth of the mid-range and high-end watch segments, and in
turn China’s watch industry. The market size is projected to reach RMB117.64 billion by 2028,
indicating a CAGR of 5.90% from 2023 to 2028.
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In the watch category under which watches are categorised by the primary material of the
case, precious metal watches and stainless steel watches are the two main subcategories in
China’s watch market, and their market sizes in terms of GMV accounted for 34.00% and
59.50% in China’s watch market, respectively in 2023. China’s precious metal watch market
size, in terms of GMYV, was RMB30.03 billion in 2023, which had grown at a CAGR of 7.06%
from 2018 to 2023, and it is expected to reach RMB46.83 billion in 2028, representing a CAGR
of 9.29% from 2023 to 2028. In terms of sales volume, China’s precious metal watch market
size reached 2.23 million in 2023 and is estimated to grow to 3.10 million in 2028, with a
CAGR of 6.83% from 2023 to 2028. The market size of the stainless steel watch market in
China, in terms of GMYV, was RMB52.56 billion in 2023, which had grown at a CAGR of 1.03%
from 2018 to 2023, and it is expected to reach RMB63.76 billion in 2028, representing a CAGR
of 3.94% from 2023 to 2028. In terms of sales volume, China’s stainless steel watch market size
reached 32.44 million in 2023, and is estimated to grow to 39.71 million in 2028 with a CAGR
of 4.12% from 2023 to 2028. In terms of GMYV, the market size for other watches was RMB5.53
billion in 2018 and was RMB5.74 billion in 2023, and it is projected to reach RMB7.04 billion
in 2028, with the expected CAGR of 4.17% from 2023 to 2028. The sales volume of other
watches was 3.07 million in 2023, and it is estimated to arrive at 3.79 million in 2028, with a
CAGR of 4.33% from 2023 to 2028.

Market size of the watch industry, by the primary material of the case,
in terms of GMYV, China, 2018-2028E

RMB in billions CAGR 2018-2023 2023-2028E
M Precious metal watch 7.06% 9.29%
Stainless steel watches 1.03% 3.94%
Others 0.75% 4.17%
Total 2.83% 5.90%
150

98.05
100 88.87 88.33 92.07 3 46.83
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61.23 63.76

5.53 5.56 5.47 5.95 4.72 5.74 6.36 6.55 6.80 6.96 7.04
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Source: China Horologe Association, CIC Report

Note: The figures of the chart have been rounded up to two decimal places.
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Domestic watch brands compete with foreign watch brands in China’s watch market. In
China’s watch market, domestic brands have been progressively increasing their market share,
while the market share of foreign brand’s watch in China, in terms of GMYV, was 60.44% in 2018
and decreased from 78.85% in 2021 to 75.34% in 2023. Notably, according to Federation of the
Swiss Watch Industry (F 88k T2 & &), Swiss watch exports value to China was
CHF1,717.2 million in 2018, and decreased from CHF2,966.9 million in 2021 to CHF2,762.5
million in 2023, and is expected to shrink in the following years due to the weak consumer
demand for luxury goods. The market share of domestic brands, in terms of GMV, has risen from
21.15% in 2021 to 24.66% in 2023. This growth is attributed to the rapid growth of domestic
watch brands, driven by their competitive pricing, the integration of Chinese aesthetic elements
into their designs, and a growing alignment with local consumer preferences. Capitalising on
cost advantages, domestic brands typically offer more affordable products. Furthermore, as
younger consumer segments increasingly seek products that reflect individuality, traditional
foreign watch designs have proven less responsive to these emerging demands. In contrast,
domestic brands have successfully incorporated distinctive Chinese cultural elements into their
designs, which have resonated with local consumers. By 2028, China’s domestic brand’s watch
market sizes are expected to reach RMB43.84 billion with the CAGR of 15.02% from 2023 to
2028, in terms of GMV.

OVERVIEW OF PRECIOUS METAL WATCH AND GOLD WATCH INDUSTRY
Definition and classification of the precious metal watch

A precious metal watch is a timepiece the case of which case is crafted from precious
metals and alloy materials. These metals typically include gold, platinum, and silver, which are
prized for their rarity, aesthetic appeal, and intrinsic value. Precious metal watches not only
serve as functional accessories but also as symbols of status and investment assets. The precious
metal watch can be categorised based on the precious metals and their alloys used as the primary
material for the case and can be classified into gold watches, platinum watches, and silver
watches.

Gold watches are valued for their premium appearance, durability, and the value of the gold
used in their construction. The gold used in these watches can vary in purity, with common
types being 24K gold (with a purity of 999%¢ or more) and non-24K gold (an alloy where the
gold content is less than 999%0). 24K gold is typically unsuitable for direct use on its own in
product manufacturing due to its softness and malleability. Therefore, most watch manufacturers
usually combine gold with other metals in order to harden it and enable it to be used in mass
production of watches. However, this process typically reduces the purity of gold to less than
99.9%. Given it is challenging to develop gold hardening technologies and apply them in
practice, there are currently less than 10 watch manufacturers in China that are able to develop
technologies that overcome this technical challenge and meet the group standard T/CGA 41-2023
and has achieved the application of 24K gold in mass watch production in China’s watch market.
Platinum watches have a naturally white, lustrous appearance, which gives them a sleek and
elegant look. Platinum watches are prized for their weight and are also highly resistant to wear
and corrosion, making them not only opulent but also incredibly durable. Silver watches are
popular for their timeless appeal and versatility, and are often more affordable than gold or
platinum watches.
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Value chain of China’s precious metal watch industry

The upstream of China’s precious metal watch industry includes precious metal suppliers
and watch component suppliers. As an industry practice, precious metals are mainly supplied by
exchanges and their primary members. Taking gold as an example, purchasing gold and gold
leasing are two main ways to obtain gold. In case of purchasing gold, the exchanges typically
supply the majority of the gold in China. The Shanghai Gold Exchange is the largest gold
exchange for gold trading, controlling a large portion of the gold resources. Primary members of
the Gold Exchange have the option to conduct transactions either on-site or remotely, and sell
the gold from exchanges to gold watch manufacturers directly. Under the model where the
Shanghai Gold Exchange serves as the gold supplier, primary members only charge the
manufacturers commission fee for purchasing precious metals, while the receipt of the gold is
issued by the exchange to the manufacturers. Some corporations secure gold supplies through
leasing arrangements facilitated by the Shanghai Gold Exchange or its primary members.
Borrowers make lease payments at approximately 4%-5% of the contract value, and gold leasing
has become a popular hedging and investment approach for many gold-related enterprises,
increasingly establishing itself as an industry norm. Watch component suppliers provide essential
components such as movements, straps, and dials. The movements are predominantly sourced
from Japan or Switzerland, while straps, dials, and other raw materials are sourced from a
variety of specialised suppliers.

The midstream of the precious metal watch industry includes watch brands and watch
manufacturers. Foreign watch brands, such as those from Switzerland, Japan, and Germany,
typically complete the manufacturing and assembly of their watches at their manufacturing
origin before importing them into China for sale. This approach allows them to leverage
established expertise in their home countries and maintain their own quality standards. On the
other hand, some Chinese precious metal watch brands (who may not have the technical
know-how and expertise to carry out their own manufacturing of high quality watches) may
choose to outsource production to ODM or OEM. By outsourcing manufacturing and assembly,
brands can concentrate on design, marketing, and other strategic areas, leveraging the production
capabilities of their ODM or OEM partners, while some Chinese brands rely on in-house
manufacturing, handling production, processing, and assembly. This model provides greater
control over the watch production process, quality, and brand consistency.
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In China, precious metal watches typically reach end consumers through both distribution
and direct sales channels, with distribution being the more prevalent model. By leveraging
distributors, brands can reduce the costs associated with building their own sales channels. In
the distribution model, distributors primarily target retailers specialising in precious metal
jewellery and accessories, watch retailers, and luxury retailers. Direct sales channels, including
self-operated and franchised outlets, enable brands to enhance their brand positioning, cultivate
stronger consumer relationships, and obtain valuable feedback while collecting detailed data on
consumer purchasing behaviours.

Value chain of China’s precious metal watch industry
Midstream *® Downstream ————————@

&————————— Upstream *

Jewellery and

Precious metal suppliers . "
accessories retailers

Precious metal watch brands and manufacturers - |

l Precious metal exchanges

Distributors Watch retailers

| Primary members of exchanges

[ imipebeesmesT |

= ‘Watch component suppliers . — Consumers
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Other component suppliers 1
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The precious metal watch and gold watch industries in China

The precious metal watch market size was RMB21.35 billion in 2018, and increased to
RMB30.03 billion in 2023 in terms of GMYV, indicating a CAGR of 7.06% from 2018 to 2023.
2022 saw a temporary drop in the market size, with the figure declining to RMB22.61 billion in
terms of GMV, which was primarily due to the adverse impact of the COVID-19 pandemic. The
market size of China’s precious metal watch industry is expected to arrive at RMB46.83 billion
in 2028 with a CAGR of 9.29% from 2023 to 2028.

In China’s precious metal watch market, the gold watch market occupies the largest market
share, with a market size of RMB28.10 billion in 2023, accounting for 93.55% of China’s
precious metal watch market. By 2028, China’s gold watch market is expected to reach
RMB44.40 billion.

Market size of the precious metal watch industry, by the precious metals and
alloy materials used for the watch case, in terms of GMYV, China, 2018-2028E

RMB in billions CAGR 2018-2023 2023-2028E
M Gold watch 7.19% 9.58%
[0 Platinum watch 1.52% 0.53%
Silver watch 11.04% 8.84%
. Total 7.06% 9.29% 46.83
50 43.14
39.39
3591
32.76
28.08 30.03
0.66 0.90 0.97 1.06 46 06 1.27 106,138
2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E
Source: China Horologe Association, China Gold Association, CIC Report
Note: The figures of the chart have been rounded up to two decimal places.
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In terms of sales volume, 1.51 million gold watches were sold in 2023, rebounding from
2022 when the figure was 1.16 million, which was primarily due to the adverse impact of by the
COVID-19 pandemic. Gold watches’ sales volume is estimated to arrive at 2.21 million in 2028,
representing a CAGR of 7.96% from 2023 to 2028. The market share of domestic gold watch
brands in China’s gold watch market, in terms of sales volume, has risen from 16.31% in 2018
to 28.93% in 2023, while the figure of foreign gold watch brands was 83.69% in 2018 and
decreased to 71.07% in 2023. Within the gold watch industry market, domestic brands have
differentiated themselves by innovating the 24K gold watch category and leveraging
technological advancements. This has satisfied the demand for gold timepieces among Chinese
consumers at affordable prices and allowed domestic gold watch brands to effectively compete
with foreign brands’ offerings, most of which are 18K gold watches. In 2023, the market share
of first-tier cities’ gold watch market in China’s gold watch market was approximately 45.61%
in terms of sales volume, while second- and other-tier cities’ gold watch markets share in
China’s gold watch market were approximately 21.08% and 33.31%, respectively. However, the
interest shown for 24K gold watches are more pronounced in third-tier and lower-tier cities as
24K gold watches effectively satisfy the demand for gold products among third-tier and
lower-tier cities’ consumers, offering a high gold purity preference that aligns with their
purchasing power, and most of 24K gold watches are provided by domestic brands. In China’s
domestic gold watch market in 2023, the market share of first-tier, second-tier, and other-tier
cities was 12.64%, 31.75%, 55.61%, respectively, in terms of sales volume.

Market size of the precious metal watch industry, by the precious metals and their alloy materials used for the watch case,
in terms of sales volume, China, 2018-2028E

Unit in million CAGR 2018-2023 2023-2028E
B Gold watch 4.98% 7.96%
Platinum watch -3.62% 0.33%
Silver watch 1.34% 4.42%
Total 3.66% 6.83%
4
3.10
s 280 2.98
2.14 223 —
7 4 186 1.93 1.91 7
H{)_oz Ho_oz Ho.oz I 0.02 H 001 0.02 0.02 0.02 0.02 0.02 0.02
0.66 0.67 0.66 0.72 0.55 0.70 0.74 0.78 0.82 0.85 0.88
0

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

Source: China Horologe Association, China Gold Association, CIC Report

Note: The figures of the chart have been rounded up to two decimal places.
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The 24K gold watch market grew faster than the non-24K watch market. In 2018, 24K gold
watches held a market share of 2.37% in terms of GMV within the gold watch industry. Its GMV
amounted to RMBO0.47 billion. By 2023, the market share had increased to 5.78% for GMV, with
GMYV reaching RMB1.62 billion. The rapid growth of the 24K gold watch market is largely
attributed to the enhanced consumer interest in high-purity gold products given the increasing
gold price and the higher investment value of the high-purity gold products in recent years.
Moreover, given the pronounced gold culture in northern regions in China, consumers there
exhibit a higher propensity to purchase gold watches, particularly 24K gold watches. In 2023,
north-eastern China, northern China, and north-western China ranked first, second and fourth in
terms of regional 24K gold watch consumption by GMV in China, with their combined market
share surpassing 60%, significantly contributing to China’s 24K gold watch market. In terms of
GMYV, the figure of these regions is expected to grow at a CAGR of approximately 20% from
2023 to 2028. From 2023 to 2028, the market share of 24K gold watches when compared with
the gold watch market as a whole is projected to further expand to 9.01% for GMYV, with GMV
expected to grow to RMB4.00 billion, reflecting a CAGR of 19.78% during the period.

As for non-24K gold watches, the 18K gold watches are more favoured by consumers,
primarily driven by foreign brands that have been established in the Chinese market for many
years and have conducted extensive market education for this category. The appeal of 14K gold
watches is relatively weaker for consumers seeking high-purity gold for value retention and
appreciation. As a result, the competitiveness of 14K gold watches has been gradually declining
in comparison to 24K and 18K gold watches. Accordingly, in China’s non-24K gold watch
market, 18K gold watches denominate with the larger market share compared with 14K gold
watches. In 2023, 18K gold watches accounted for over 97% in terms of the GMV of China’s
non-24K gold watch segment, while 14K gold watches accounted for less than 3%.

Market size of the 24K gold watch industry, in terms of GMYV, China, 2018-2028E
RMB in billions CAGR 2018-2023 2023-2028E
M 24K gold watch 28.12% 19.78%

6

4.00

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

i DD DD DD D DDD®

Source: China Gold Association, CIC Report

Note: The figures of the chart have been rounded up to two decimal places.
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Drivers of the gold watch market in China

Consumer’s willingness to purchase gold increases gradually. Gold has maintained a
distinguished role in Chinese culture for centuries, consistently symbolising wealth, prosperity,
and status. Its enduring value and stability have established gold as a vital instrument for wealth
preservation and generational wealth succession. The cultural significance of gold extends to its
prominent use in weddings and other ceremonial occasions, where it is frequently given or worn
as a token of good fortune and enduring commitment. As the market presence and promotional
strategies of gold product brands continue to escalate, consumer’s disposable income per capita,
acceptance and demand for gold have notably increased, catalysing robust growth in the gold
market and related sectors, including gold watches.

The rise in gold prices highlights the investment value of gold and stimulates consumers’
interest. China’s spot prices of gold show steady growth from RMB271.10 per gram in 2018 to
RMB449.67 in 2023, achieving a CAGR of 10.65% over the past five years. The increase in
gold prices underscores the investment value of gold, making it a more attractive option for
consumers and creating a favourable environment for the growth of the gold watch market.

Gold products such as gold watches are gaining popularity. Compared to gold coins and
bars, gold watches and other consumer products with gold design elements or key constituent
materials are increasingly favoured by consumers due to their aesthetic appeal and strong design
elements. Gold watches not only offer the value preservation function of gold but also provide a
stylish and practical accessory. Additionally, the design and brand prestige of gold watches have
made them a symbol of taste and status. The popularity of gold watches demonstrates a growing
consumer inclination towards gold products that offer both investment value and artistic appeal.

The younger generation gradually become the key consumer segment for gold watches.
Gold watches exhibit a strong visual presence, appealing to the distinct aesthetic inclinations of
younger consumers, who place increasing importance on products that possess multiple qualities,
particularly those that amalgamate visual allure, utility, and potential for return on investment.
Gold watches, with their blend of opulent design and investment value, are progressively
becoming the preferred choice for this group. As the market continues to innovate and diversify
gold watch designs, offerings that better match the style and tastes of younger consumers are
likely to further stimulate their purchasing desires, ultimately contributing to the growth of the
gold watch market in China.

The 24K gold watch industry is expanding its role as a growth engine of the gold watch
market. With advancements in production technology, the 24K gold watch market has rapidly
developed, becoming a new growth driver in the gold watch market in China, with the market
share in terms of GMV of the 24K gold watch market increasing from 2.37% in 2018 to 5.78%
in 2023. Brands that possess cutting-edge technological capabilities, high-quality product
standards, comprehensive after-sales service systems, stable relationships with leading gold
product retailers, and exceptional brand reputations are typically more likely to stand out and
become significant drivers of growth in the 24K gold watch market in China.
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Trends of the gold watch market in China

The gold watch is continuously showing smart features. As technology progresses and
consumer interest in smart products intensifies, gold watches equipped with intelligent features
have emerged as a new trend in the market. Smart gold watches now incorporate advanced
sensors that track various health metrics, such as heart rate, sleep patterns, and physical activity,
catering to the increasing consumer focus on wellness and personal health. In addition, these
watches are equipped with mobile payment capabilities, allowing users to make secure
transactions directly from their wrist, enhancing convenience and modernity.

Some gold watches seamlessly integrate traditional cultural elements with modern
fashion aesthetics. The gold watch market has increasingly embraced the trend of incorporating
Chinese traditional cultural elements, highlighting the fusion of traditional culture with modern
fashion. Brands infuse traditional Chinese elements into their designs, endowing the watches
with unique cultural significance. This approach enhances the distinctiveness and
competitiveness of gold watches in China’s watch market.

Leading Chinese gold watch brands expand into international markets, further enhancing
brand strength. Leveraging increasingly sophisticated manufacturing techniques and innovative
design styles, Chinese gold watch brands have been gradually expanding their business into
overseas markets, including the Middle East and Southeast Asia. These regions have indicated
significant growth potential in the gold watch market. The market size of the Middle East and
Southeast Asia gold watch market are expected to be RMB6.85 billion and RMB5.91 billion in
terms of GMV by 2028, respectively, indicating a CAGR of 9.24% and 8.52% from 2023 to
2028, respectively. As most countries in the Middle East and Southeast Asia are key regions
along the Belt and Road Initiative, they exhibit a strong recognition of Chinese brands, making
it easier for Chinese gold watch brands to gain favour in these markets.

Price of raw materials in China’s precious metal watch industry

Precious metals constitute the primary cost for precious metal watches. The use of
materials with high intrinsic value such as gold, platinum, and silver is central to the production
of these watches, significantly impacting their overall cost structure. In the case of the gold
watch, the price of gold used are crucial factors in determining the final price. China’s gold
prices have surged from 2018 to 2023 due to global geopolitical tensions and economic
instability. Trade conflicts, political unrest, and inflation have driven investors towards gold as a
safe-haven asset. From 2018 to 2023, the spot price of Au9999 gold in China rose from
RMB271.10 per gram to RMB449.67 per gram, with a CAGR of 10.65% from 2018 to 2023. The
precious metal commission rate is also one of the costs. In 2023, the commission rate from
precious metal exchanges for Au9999 gold was 0.03% of its spot price.
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Other precious metals, such as platinum, have shown more stable prices. Platinum’s price
increase from 2018 to 2023 has been relatively moderate, influenced by fluctuations in
downstream industrial demand. In 2018, the spot price of platinum was RMB201.00 per gram,
and by 2023, it had risen to RMB227.81 per gram, reflecting a CAGR of 2.54% from 2018 to
2023. Silver prices are significantly lower than those of gold and platinum. The spot price of
silver was RMB3.63 per gram in 2018 and increased to RMB5.65 per gram by 2023.

Spot prices of Au9999 gold, platinum and silver in China, 2018-2023

RMB per gram CAGR 2018-2023
—— Spot price of Au9999 gold 10.65%
Spot price of platinum 2.54%
Spot price of silver 9.25%
449.67
388.81 373.94 390.10
271.10 309.21
201.00 201.22 204.50 235.53 217.33 22781
3.63 3.94 4.75 5.20 4.74 5.65
I I I I I l
2018 2019 2020 2021 2022 2023

Source: Shanghai Gold Exchange, CIC Report

Note: The spot prices are the average settlement prices of each year. The figures of the chart have been rounded up to
two decimal places.

The movement is also a significant cost component in watchmaking. Switzerland and Japan
have long been global leaders in the production of watch movements. The movement prices were
steady from 2018 to 2023, and take mechanical movement as an example, in 2023, the average
price of Swiss mechanical movement in China reached approximately RMB1,500 per unit while
the average price of Japanese mechanical movements in China in 2023 was approximately
RMB1,000 per unit. The average price of domestically produced mechanical movements in
China is more economical, approximately RMB300 per unit.
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OVERVIEW OF CHINA’S SMART WATCH INDUSTRY
The smart watch and smart 24K gold watch industries in China

As consumers are increasingly interested in tracking their fitness and health metrics, and
the demand for smart wearables increases, China’s smart watch market has experienced rapid
growth in recent years. In 2018, the market size was RMB23.81 billion and reached RMB34.63
billion in 2023 in terms of GMV, with a CAGR of 7.78% during the period. In 2028, the smart
watch industry’s market size in China is expected to reach RMB54.94 billion, while its CAGR is
estimated to be 9.67% from 2023 to 2028.

Market size of the smart watch industry, in terms of GMYV, China, 2018-2028E
RMB in billion CAGR 2018-2023 2023-2028E
M Smart watch 7.78% 9.67%

80 7

54.94
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Source: China Horologe Association, CIC Report

Note: The figures of the chart have been rounded up to two decimal places.

The incorporation of precious metals into smart watches exemplifies leading-edge design
and elegance while at the same time delivering an advanced and intelligent experience to users.
As technological advancements in wearable devices continue to progress and the consumer
demand for products that harmonise precious metals and technology steadily increases, the
market for smart precious metal watch is experiencing rapid expansion, with substantial growth
potential in the future. By 2028, the market size of smart precious metal watches in China is
expected to be RMBO0.74 billion, with a CAGR of approximately 90% from 2023 to 2028. Gold
watch is the first precious metal watch category to incorporate smart features, and more
categories of smart precious metal watches may appear in the future. As the consumer base for
gold watches continues to expand, there is a growing demand for smart features. Advancements
in mass production technologies from leading companies, such as gold hardening and weight
control, have enabled gold watches to lead the way as the first precious metal watch category to
incorporate smart functions.
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In China, the smart 24K gold watch industry is in its nascent stage, with leading companies
actively refining production processes, technological capabilities, and manufacturing efficiency
while consistently propelling product innovation. The industry is gradually shifting to a
fast-growing market distinguished by a fusion of quality and design excellence. In the realm of
the smart 24K gold watch market, brands that possess substantial production capacities and an
extensive network of distribution channels are inherently better positioned to swiftly capture a
larger share of the market. The ability to undertake large-scale production facilitates prompt
responses to market demands, whereas a broad distribution network facilitates the swift
nationwide dissemination of smart 24K gold watches, thereby ensuring a substantial market
presence.

OVERVIEW OF CHINA’S JEWELLERY AND ACCESSORIES INDUSTRY
Definition and classification of the jewellery and accessories

Jewellery and accessories are decorative products worn for personal adornment, comprising
necklaces, rings, bracelets, earrings, brooches and others, and exclude watches. These pieces are
intended to embellish various body parts, such as the head, neck, chest, hands, and feet. Beyond
their ornamental purpose, these objects frequently encapsulate distinctive symbolic connotations
derived from their constituent materials. The category of smart jewellery and accessories has
also begun to emerge, integrating advanced technology with traditional adornments. These
innovative pieces combine the elegance of fine jewellery and accessories with smart
functionalities, such as health monitoring, fitness tracking, and connectivity features.

The market size of the precious metal jewellery and accessories industry in China

Precious metal jewellery and accessories occupy a large market share within the jewellery
and accessories industry in China. Precious metals such as gold, silver, and platinum have strong
value-preserving properties, making them highly sought after for their investment appeal.
Additionally, the high malleability of precious metals allows designers to create intricate
innovations in craftsmanship, producing a diverse range of accessories to meet the needs of
various consumers.
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From 2018 to 2023, China’s precious metal jewellery and accessories market size was
RMB299.31 billion and RMB504.73 billion, with a CAGR of 11.02% from 2018 to 2023, in
terms of GMV and it is expected to reach RMB663.77 billion in 2028 with a CAGR of 5.63%
from 2023 to 2028.

Market size of the precious metal jewellery and accessories industry, in terms of GMYV, China, 2018-2028E
RMB in billion CAGR 2018-2023  2023-2028E

M Precious metal jewellery and accessories 11.02% 5.63%
1,000 7

663.77
588.91 62831

504.73 518.24 547.74
500 415.84 424.77
29931 335.98 341.61 I I I
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2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E

Source: Gems & Jewellery Trade Association of China, CIC Report

Note: The figures of the chart have been rounded up to two decimal places.

The jewellery and accessories markets in the Middle East and Southeast Asia are also
showing strong growth momentum, with consumers exhibiting a clear preference for 24K gold
and exquisite designs. The cultural traditions in these regions, along with the demand for
precious metal products, are driving the continued expansion of the jewellery and accessories
industry. In the Middle East and Southeast Asia, precious metal jewellery and accessories,
especially gold jewellery and accessories, are traditionally considered a symbol of wealth and
status due to its significance in Buddhist and Islamic cultures and often used in weddings and
major religious festivals. The market size of the jewellery and accessories market in Middle East
and Southeast Asia are expected to be RMB79.74 and RMB147.13 billion in terms of GMV by
2028, respectively, indicating a CAGR of 10.09% and 8.57% from 2023 to 2028, respectively.
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COMPETITIVE LANDSCAPE OF PRECIOUS METAL WATCH AND GOLD WATCH
MARKETS

Overview of competitive landscape

In 2023, there are approximately 1,500 enterprises in the Chinese watch industry. Within
the gold watch sector, foreign brands primarily produce non-24K gold watches, while 24K gold
watches are mainly manufactured by domestic brands. By 2023, the number of retail outlets,
including counters, that are suitable for selling 24K gold watches was over 60,000, which fall
into three main categories:

(1) Jewellery and accessories retail outlets: These constitute the largest proportion of
outlets. They sell products from specialised 24K gold watch brands, including the
Company’s 24K gold watches, as well as their own sub-brand’s 24K gold watches,
which are typically produced by third-party manufacturers.

(2) Specialised 24K gold watch retail stores: These are retail stores dedicated to 24K
gold watch brands, usually operating as franchise channels.

(3) International luxury brand stores: These stores generally do not have their line of
24K gold watches, but may carry a very limited selection of such watches from other
brands.

Rankings of the China’s domestic brand gold watch market

The domestic brand gold watch industry was highly concentrated in 2023, the top five
domestic brands collectively hold 37.48% of China’s domestic brand gold watch market in terms
of GMV. In 2023, our Brand was the largest domestic brand in China’s domestic brand gold
watch industry in terms of GMYV, and the figure was RMB581.50 million, representing a market
share of 24.98%.

Ranking of domestic gold watch brands in terms of GMYV, China 2023

Ranking Brand GMY, RMB million, 2023 Market share
1 Our Brand 581.50 24.98 %
2 Brand A 132.46 5.69%
3 Brand B 63.87 2.74%
4 Brand C 56.92 2.44%
5 Brand D 37.76 1.62%

Source: CIC Report
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Notes:

Brand A:

Brand B:

Brand C:

Brand D:

Founded in 1848 in China, which offers a wide range of precious metal accessories and is publicly
listed on the Shanghai Stock Exchange. Its gold watch products include 24K gold watches and 18K
gold watches.

A watch brand founded in 2020 in China, primarily engaged in the production and sale of 24K gold
watches.

Established in 1984 in China, which mainly operates the mining, refining, processing and sale of
precious metal jewellery and is publicly listed on the Shanghai Stock Exchange. Its gold watch
products include 24K gold watches.

A watch brand founded in 2017 in China, primarily engaged in the production and sale of 24K gold
watches.

The figures of the table have been rounded up to two decimal places.

Rankings of the China’s 24K gold watch market

Our Brand, as the first brand in China to produce 24K gold watches, which has positioned

ourself as the largest 24K gold watch brand in China in terms of GMV in 2023, occupying
35.83% of the market share in the 24K gold watch industry.

As a leading participant in the 24K gold watch industry, our Brand is the first to develop a

proprietary supramolecular hard gold technology, which lies at the core of manufacturing 24K

gold watches, thereby establishing our Brand as the first to achieve mass production of 24K gold

watches.

Ranking

R W N =

Ranking of 24K gold watch brands in terms of GMYV, China 2023

Brand GMYV, RMB million, 2023  Market share
Our Brand 581.40 35.83%
Brand A 128.69 7.93%
Brand B 63.87 3.93%
Brand C 56.92 3.51%
Brand D 37.76 2.33%

Source: CIC Report

The figures of the table have been rounded up to two decimal places.

With the rapid advancement of intelligence, our Brand has proactively positioned itself in

the smart products sector. We are the first globally to release a smart 24K gold watch with

Huawei smart movements, and we are the first precious metal watch brand to release the smart
dual-wearable gold watch in China.
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Entry barriers of the precious metal watch and gold watch markets in China

Significant capital investment. Companies must secure a substantial supply of raw
materials, such as gold and other precious metals, as well as invest in advanced manufacturing
equipment to meet production requirements. This upfront investment is crucial to ensure the
availability of high-quality materials and state-of-the-art technology necessary for efficient
production and product excellence. Additionally, the establishment and enhancement of brand
equity, which entails comprehensive advertising, marketing strategies, and market expansion
initiatives, demands significant financial commitment.

High-calibre talent team. In the precious metal watch and gold watch industries,
maintaining a high-quality talent team is a critical entry barrier. Companies must establish a
procurement team skilled in dynamically adjusting the purchase volumes of precious metals and
other raw materials based on market fluctuations. Additionally, the presence of exceptional
watch designers and engineering professionals is crucial. These experts are responsible for
creating innovative and aesthetically appealing designs while ensuring the highest standards of
craftsmanship and technical precision. Moreover, having professionals with extensive experience
in both the precious metals and horology sectors is vital for effective day-to-day operations.

Precision manufacturing capabilities and scalable production capacity. The manufacturing
of precious metal watches, especially those made from gold, demands exceptionally high levels
of precision. Even minor deviations in the production process can adversely affect the quality
and functionality of the final product. This level of precision is essential to ensure that each
timepiece adheres to stringent quality standards. To achieve such precision, companies must
have advanced manufacturing technologies and implement rigorous quality control measures.
This involves utilising cutting-edge machinery and sophisticated production techniques to meet
the exact specifications required for high-calibre timepieces. Additionally, it is crucial for
companies to have scalable production capabilities, which ensure efficient scaling of
manufacturing operations to meet varying levels of demand while maintaining consistent quality.

Diversified sales channels. To effectively expand market presence and engage with end
consumers, brands must employ a diversified approach to their sales channels. This involves
strategically positioning their products through multiple distribution methods. Engaging with a
network of authorised distributors and retailers, some of which may also be household names
who have their own brand appeal, allows brands to leverage established market relationships and
tap into existing customer bases. These partners play a crucial role in reaching various
geographic regions and market segments. Implementing direct sales strategies, such as
direct-operated stores and franchised stores, enables brands to have a direct connection with
consumers. This approach facilitates better control over brand presentation, customer service,
and pricing strategies.
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Brand loyalty. Established precious metal and gold watch brands that have cultivated
strong customer loyalty create formidable barriers to entry for new competitors. These brands
have secured a solid position in the precious metal and gold watch market through a
long-standing reputation, consistent quality assurance, and the establishment of an emotional
connection with consumers. This deep-rooted brand loyalty not only facilitates sustained
repurchase rates and reduces customer acquisition costs for these brands but also raises the entry
barriers for newcomers, thereby making it increasingly challenging for them to attract and retain
customers.

Stable partnerships with suppliers. The long-term cooperative relationship established
between precious metal and gold watch manufacturers and reliable raw material suppliers often
constitutes a significant market entry barrier for new entrants. This collaborative relationship is
not only based on mutual trust and common interests between the two parties, for example,
mature precious metal and gold watch manufacturers may sign long-term supply contracts with
suppliers, or even engage in equity cooperation, thereby enhancing their control over the supply
of raw materials.

Intellectual property asset. The precious metals and gold watch industry is heavily
dependent on advanced technologies and patented innovations, which establishes significant
barriers to entry for new market entrants. New companies entering the market with precious
metal and gold watch products must comply with laws governing intellectual property rights. If
their products infringe upon the rights of established brands—such as trademark, patent,
copyright, or trade secret rights—they may face legal claims from the rights holders. In such
cases, new entrants may be required to compensate rights holders for direct economic losses and
cover reasonable expenses incurred to stop the infringement, resulting in additional financial
liabilities.

Key success factors of the precious metal watch and gold watch markets in China

Cutting-edge technology. To maintain a leading position in the precious metal watch and
gold watch industry, companies must continuously invest in the research and development of
innovative products and manufacturing processes. Advanced technology plays a crucial role in
achieving high levels of precision and craftsmanship. By utilising state-of-the-art machinery,
adopting the latest techniques, and integrating cutting-edge materials, companies can ensure that
their manufacturing processes meet the highest standards. This commitment to technological
advancement not only enhances product quality but also allows companies to stay ahead of
competitors and respond effectively to evolving market demands.
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Premium product quality. Ensuring superior product quality is fundamental for success in
the precious metal watch and gold watch market. Companies must adhere to stringent industry
standards for every component and production process. This involves rigorous quality control
measures at each stage of manufacturing, from sourcing raw materials to final assembly. By
implementing comprehensive quality assurance protocols and employing skilled craftsmen,
companies can guarantee that their products meet or exceed industry benchmarks, thus ensuring
the watches’ desirability and maintaining their appeal to customers and potential customers.
High product quality not only enhances the brand’s reputation but also builds consumer trust and
loyalty, making it a crucial factor for competitive differentiation.

Comprehensive after-sales service system. A well-established after-sales service system is
essential for maintaining customer satisfaction and loyalty. Brands should implement clear
service standards and set up dedicated service centres to handle customer inquiries and issues
efficiently. This includes offering repair and maintenance services, providing warranties, and
ensuring timely support. An effective after-sales service system helps resolve consumer
problems swiftly, improves the overall customer experience, and strengthens brand trust. By
addressing customer concerns and providing exceptional service, companies can encourage
repeat purchases and foster long-term relationships with their clientele.

Stable partnerships with leading retailers. Building and maintaining stable relationships
with top jewellery retailers is critical for ensuring product sales stability. Leading jewellery
retailers often have extensive store networks and high customer traffic, which can significantly
impact product visibility and sales performance. Establishing strong, long-term partnerships with
these prominent players enables companies to leverage their established market presence and
distribution capabilities. This collaboration ensures consistent product availability, enhances
market reach, and provides a reliable channel for driving sales.

Outstanding brand reputation. In the Chinese precious metal watch and gold watch
industry, brand reputation is a critical determinant of market success. An exceptional brand
reputation enhances market recognition, making it easier for consumers to trust and choose the
brand, thereby driving increased sales and market share. Moreover, a well-established brand
influence allows for significant pricing power, as consumers are willing to pay a premium for
the perceived quality and prestige associated with the brand. By cultivating a strong brand
presence, customer loyalty is reinforced, turning consumers into long-term advocates who
support the brand’s broader product lines. Additionally, a powerful brand identity fosters cultural
resonance, embedding the brand within consumers’ personal and cultural expression.
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Our business operations are located in the PRC. This section summarises certain aspects of
the principal laws, regulations and rules of the PRC in relation to our business operations.

LAWS AND REGULATIONS RELATED TO THE GOLD JEWELLERY INDUSTRY

According to the Decision of the State Council in Relation to the Cancellation of the
Second Batch of Administrative Approval Items and Amendment to the Management Method of
Certain Administrative Approval Items (<[5 B B i BOH 55 —#tA7 BUEHIE B A ok s — it A7 5
FHIEH B X P E ) ) promulgated and implemented by the State Council in 27 February
2003, the PRC officially cancelled the approval system of the PBOC for the production,
processing and circulation of gold, including: (1) the gold purchase permit; (2) the approval of
gold products production, processing and wholesale business; (3) the approval of gold supply;
(4) the approval of gold products retail business.

LAWS AND REGULATIONS RELATED TO THE IMPORT AND EXPORT CONTROL OF
GOLD AND GOLD PRODUCTS

Foreign Trade

Pursuant to the Foreign Trade Law of the PRC ({+H#E NRILFBIHINE 5 7%)) (the
“Foreign Trade Law” ) enacted by the Standing Committee of the NPC (the “SCNPC”) on 12
May 1994, which was last amended and implemented on 30 December 2022, the PRC
government permits free import and export of commodities and technologies, unless otherwise
provided by laws and administrative regulations. Other than completion of the procedures for
industrial and commercial registration or other business practices, no further filing or
registration is required for foreign trade operators. Prior to 30 December 2022, under the
pre-amendment Foreign Trade Law, foreign trade operators engaged in the import and export of
commodities or technologies shall process the filing and registration with the competent foreign
trade authorities under the State Council or its delegated authorities, unless otherwise required
by laws, administrative regulations, and the competent foreign trade authorities under the State
Council. Where a foreign trade operator fails to process the filing and registration in accordance
with the provisions, the Customs Department shall not carry out customs clearance of imported
or exported commodities.
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Import and Export Licensing System for Gold and Gold Products

Pursuant to the relevant provisions of the Administrative Regulations on Gold and Silver of
the PRC (<3 A BN [ 46 8R4 #RAK 47 ) ) promulgated and implemented by the State Council
on 8 January 2011, and the Measures for the Administration of the Import and Export of Gold
and Gold Products (B4 Mwr 4 5 b 0 #HEL ) ) issued by the PBOC and the General
Administration of Customs of the PRC on 30 March 2015, which was implemented on 1 April
2015 and last amended in April 2020 with effect from the same date, the PRC implements a
permit system for the import and export of gold and gold products (where gold refers to
unforged gold, and gold products refer to semi-manufactured gold, manufactured gold products,
etc.). The PBOC may, according to the needs of macroeconomic regulation and control of the
government, grant restrictive approval on the quantity of gold and gold products to be imported
and exported.

The PBOC, in cooperation with the General Administration of Customs, has formulated,
adjusted and issued the Catalogue of Commodities for Management of Import and Export of
Gold and Gold Products (¥4 M wt < 8 i #E 5 1 308 5 H #%) ). When handling the import or
export customs clearance for the gold and gold products listed in the Catalogue of Commodities
for Management of Import and Export of Gold and Gold Products (B4 [ 8 4 5 i 4 th 10 37 18
P i H #%)), the PBOC Import and Export Permit for Gold and Gold Products issued by the
PBOC and its branches shall be submitted to the Customs.

Customs

Pursuant to the Customs Law of the PRC ({H# ANRILFEFEIE)) enacted by the
SCNPC on 22 January 1987, which was last amended on 29 April 2021 with effect from the
same date, the PRC Customs is the entry and exit customs supervision and administration
authority of the government. In accordance with the relevant laws and administrative
regulations, the Customs supervises the transportation vehicles, goods, luggage, postal articles
and other articles entering and leaving the borders, collects customs duties and other taxes and
fees, prevents and counters smuggling, compiles customs statistics and handles other customs
operations.

In accordance with the Administrative Regulations of the Customs of the PRC on the Filing
of Customs Declaration Entities (<73 A R [8 g BH 0 B B2 M 5 B E ) ) promulgated
by the General Administration of Customs on 19 November 2021 and implemented on 1 January
2022, customs declaration entities refer to consignees and consignors of import and export goods
and customs declaration enterprises recorded with the Customs. If the consignees and consignors
of import and export goods and customs declaration enterprises apply for recordation, they shall
obtain the qualification of market entities; among them, if the consignees and consignors of
import and export goods apply for recordation, they shall also obtain the recordation of the
foreign trade operators. The recordation of the customs declaration entities is permanently valid,
while the temporary recordation is valid for one year. Upon expiration, re-application of
recordation can be made.

- 136 -



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.

REGULATORY OVERVIEW

LAWS AND REGULATIONS RELATED TO PRODUCTION
Production Safety

Pursuant to the Work Safety Law of the PRC (1 #E A\ RILFIEH % 2 E L)) enacted by
the SCNPC on 29 June 2002, which was last amended on 10 June 2021 and implemented on 1
September 2021, the emergency management authority of the State Council implements the
comprehensive national supervision and administration of work safety, while production and
operating entities are required to enforce such national standards or industry standards as legally
formulated to ensure work safety, and establish the sound employee work safety accountability
system and work safety regulations and systems. Production and operating entities that fail to
comply with work safety conditions are prohibited from engaging in any production and
operation activities. Furthermore, employees of production and operating entities shall be
provided with work safety education and training sessions, ensuring that they are in possession
of the required work safety knowledge and provided with personal protection equipment that
aligns with the national or industrial standards.

Fire Safety

Pursuant to the Fire Safety Law of the PRC (¥ A\ RILFNEHBH%)) enacted by the
SCNPC on 29 April 1998, which was last amended on 29 April 2021 with effect from the same
date, as well as the Interim Provisions on the Administration of Examination and Acceptance of
Fire Prevention Design of Construction Projects (<@§§Iﬁf%’ %%ﬁ%%ﬁ%ﬁﬁ%ﬁgﬁﬁﬁi%
promulgated by the Ministry of Housing and Urban-Rural Development on 1 April 2020, which
was last amended on 21 August 2023 and implemented on 30 October 2023, construction entities
shall bear the primary responsibilities for fire safety design and construction quality of
construction projects. The fire safety inspection and acceptance system is implemented for
special construction projects, the availability of which is prohibited if they have failed to
complete fire safety inspection and acceptance or failed to pass fire safety inspection and
acceptance. Construction projects other than special construction projects shall be subject to the
filing and sampling system, and therefore construction entities shall be required to complete the
fire safety acceptance filing with the competent housing and urban-rural development authorities
following acceptance of such other construction projects. The competent housing and urban-rural
development authorities shall conduct random inspections on the fire safety acceptance of other
construction projects filed. If such construction projects are disqualified, their service shall
cease.
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LAWS AND REGULATIONS RELATED TO ENVIRONMENTAL PROTECTION

Pursuant to the Environmental Protection Law of the PRC (<¢$J\E§i*ﬂfﬁlﬁﬁﬁ”§%>)
enacted by the SCNPC, which was last amended on 24 April 2014 and implemented on 1
January 2015, the competent environmental protection authorities under the State Council
implement the national centralised supervision and administration for environmental protection.
Commencement of any construction project without the environmental impact assessment
conducted according to law is prohibited. The pollution prevention and control facilities in
construction projects shall be designed, built and commissioned along with the principal part of
the project at the same time. Such pollution prevention and control facilities shall meet the
requirements specified in the approved documents regarding the environmental impact
assessment and shall not be dismantled or left idle without authorization. The government
implements the pollution discharge permit administration system in accordance with the law.

In accordance with the Administrative Measures for Pollution Discharge Permits ({#Fi5#F
Al FEHEL ) ) promulgated by the Ministry of Ecology and Environment on 10 January 2018,
which was last amended on 1 April 2024 and implemented on 1 July 2024, enterprises, public
institutions and other production and operating entities shall be subject to the key administration
of pollutant discharge permits, simplified administration and management of pollution discharge
registration based on the amount of pollutants generated, pollutant discharge amount, the extent
of environmental impacts and other factors. Enterprises, public institutions and other production
and operating entities (hereinafter referred to as “Discharge Entities”) that are subject to the
administration of pollutant discharge permits as required by law shall apply for and obtain
pollutant discharge permits in accordance with the law, and discharge pollutants in accordance
with the provisions of the pollutant discharge permits, in which case no pollutant discharge is
permitted without a pollutant discharge permit. Enterprises, public institutions and other
production and operating entities (hereinafter referred to as “Registered Discharge Entities”)
that are required by law to fill in the pollution discharge registration form shall register their
pollution discharge on the national pollutant discharge permit management information platform.
Discharge Entities shall apply for a pollutant discharge permit from the ecological and
environmental department of the local People’s government at or above the municipal level in
the region where their production and operation premises are located prior to occurrence of the
actual pollution discharge. Registered Discharge Entities shall fill in the pollution discharge
registration form on the national discharge permit management information platform prior to
occurrence of the actual pollution discharge, and the registration number and return receipt will
be generated immediately after their submissions, which will be maintained in their own
custody. Registered Discharge Entities shall be responsible for the truthfulness, accuracy and
completeness of the reported information. The pollution discharge registration form takes effect
from the date when the registration number is received, the effective term of which shall proceed
in accordance with the relevant laws and regulations.
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Pursuant to the Environment Impact Assessment Law of the People’s Republic of China
(P N R LA B BR 5% 2 22 5E{E 75 ) ) enacted by the SCNPC on 28 October 2002, which was
last amended and implemented on 29 December 2018, the government implements an
environmental impact assessment to classify construction projects according to the impact of the
construction projects on the environment. Construction entities shall prepare an environmental
impact report, or an environmental impact statement, or fill out the environmental impact
registration form according to the following rules: (i) for projects with potentially serious
environmental impacts, an environmental impact report shall be prepared to provide a
comprehensive assessment of their environmental impacts; (ii) for projects with potentially mild
environmental impacts, an environmental impact statement shall be prepared to provide an
analysis or specialised assessment of the environmental impacts; and (iii) for projects with very
small environmental impacts, an environmental impact statement is not required but an
environmental impact registration form shall be completed.

LAWS AND REGULATIONS RELATED TO PRODUCT QUALITY AND CONSUMER
PROTECTION

Pursuant to the Product Quality Law of the PRC (% A R LRI E & 5 B &%) ) enacted
by the SCNPC on 22 February 1993, which was last amended and implemented on 27 August
2009, sellers shall be responsible for repair, replacement or return, and compensate for the
damages done to consumers in case of any of the following conditions: (i) products do not have
the functions use which it should have and there is no prior explanations; (ii) products do not
conform to the standards specified on the products or on their packages; (iii) products do not
conform to the quality specified in the instruction for use or with the quality of samples
provided.

Pursuant to the Civil Code of the PRC ({*H# N RALFNE KL M) ) (hereinafter referred to
as “Civil Code”) enacted by the NPC on 28 May 2020 and implemented on 1 January 2021,
producers or sellers shall be liable for any personal injury or property loss caused by defective
products. Where a defective product causes damage to another person, the aggrieved party may
claim compensation from the producer or seller. Where the product defect is caused by the
producer, the seller is entitled to recover damages from such producer after making
compensation. Where the product defect is caused by the fault of the seller, the producer is
entitled to recover damages from the seller after making compensation.

Pursuant to the Law on Protection of Consumers’ Rights and Interests of the PRC ({H#E A
FRILHIE I 2 4 45 PR 715 )) enacted by the NPCSC on 31 October 1993, which was last
amended on 25 October 2013 and implemented on 15 March 2014, the government protects the
legitimate rights and interests of consumers from infringement. All operators must comply with
the said law when providing consumers with such goods as produced or sold by them or such
services as provided by them to consumers. Operators shall ensure that the goods or services so
provided meet the requirements for the protection of personal and property safety. Operators
shall provide consumers with true and comprehensive information on the quality, performance,
use and expiration date of goods or services, without make any false or misleading promotion.
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LAWS AND REGULATIONS RELATED TO THE SALE OF PRODUCTS

Anti-unfair Competition

Pursuant to the Anti-Unfair Competition Law of the PRC ({H3E A R ILHN B f A IF & 5t 5+
%)) enacted by the SCNPC on 2 September 1993, which was last amended and implemented on
23 April 2019, the government has established several measures to combat unfair competition
and safeguard the market order. These measures include prohibiting acts such as violation of
trade secrets, unfair prize promotions, the performance of confusing acts, fabrication or
dissemination of false information or misleading information. Operators are not permitted to
bribe any employees of the transaction counterparties, any units or personnel entrusted by the
transaction counterparties for dealing with related business matters, or influence the units or
personnel of such transaction counterparties through their power or influence. In addition,
operators may openly pay discounts to the transaction counterparties or commissions to
intermediaries in their trading activities. When giving discount to a transaction counterparty or
paying commission to an intermediary, the operators shall truthfully record the discount or
commission in its accounts. Operators who receive discount or commission shall truthfully
record the discount or commission in their accounts as well. For operators who violate the
relevant provisions of the said law, the regulatory authority can order such operators to cease
their illegal conduct, or have their illegal gains confiscated, and penalties ranging from
RMB50,000 to RMB3,000,000 may be imposed, depending on the severity of the circumstances.
In severe cases, their business licenses may be revoked.

Advertising

Pursuant to the Advertisement Law of the PRC ({1 % A &I ANE & 4574 )) enacted by the
SCNPC on 27 October 1994, which was last amended and implemented on 29 April 2021,
advertisements must be true, lawful, and free from false contents, without deceiving or
misleading consumers. Advertisers shall be responsible for the truthfulness of the advertising
contents, and the market supervision and administration authorities shall discharge their duties
of advertising supervision and administration. If operators violate the provisions of the said law
by disseminating false advertisements deceiving or misleading consumers, which prejudice the
legitimate rights and interests of consumers that purchase commodities or receive services, the
advertisers shall bear the civil liabilities according to the law, and the market supervision and
administration authorities shall order the advertisers to cease the publication of the
advertisements, require them to eliminate the impact within the corresponding scope, impose
fines of three to five times the advertising expenses. If the advertising expenses cannot be
calculated or are significantly understated, fines of no less than RMB200,000 and no more than
RMB1,000,000 shall be imposed. For those who commit violations three or more times within
two years or have other serious circumstances, fines of five to ten times the advertising expenses
shall be imposed. If the advertising expenses cannot be calculated or are significantly
understated, fines of no less than RMB1,000,000 and no more than RMB2,000,000 may be
imposed. In such cases, business licenses may be revoked, and the advertising review authority
may revoke the approval documents for advertising review and not accept their advertising
review applications for one year. If any violation constitutes a crime, criminal liability may be
pursued.
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E-commerce

Pursuant to the E-commerce Law of the PRC ({3 A RILHIEE T PI%1L)) enacted by
the SCNPC on 31 August 2018 and implemented on 1 January 2019, e-commerce operators
engaged in business activities should adhere to the principles of voluntariness, equality, fairness,
and good faith. They must also comply with the law and business ethics, participate fairly in
market competition, fulfil obligations related to consumer rights protection, environmental
protection, intellectual property protection, network security and personal information
protection, and assume responsibility for the quality of products and services. When selling
goods or providing services, e-commerce operators that fail to fulfil contractual obligations or
do not meet the agreed-upon terms thereunder or cause harm to others shall bear civil liability
under the law. E-commerce operators who violate the said law and engage in business activities
without obtaining relevant administrative permits, sell or provide goods or services prohibited by
laws or administrative regulations, or fail to fulfil their information provision obligations as
prescribed under the said law shall be subject to penalties by the market supervision and
management authorities in accordance with relevant laws and administrative regulations.

Anti-money Laundering

Pursuant to the Anti-Money Laundering Law of the PRC ("% A R I:ANE /g e £875))
enacted by the SCNPC on 31 October 2006 and implemented on 1 January 2007, anti-money
laundering refers to relevant measures adopted in accordance with the provisions of the said law
to prevent money laundering activities by various means to cover up and conceal the sources and
natures of gains and other profits from drug offences, organised crime of a triad nature,
terrorism offences, smuggling offences, corruption and bribery offences, offences involving
disruption of financial management order, financial fraud, etc. Anyone who violates the
provisions of the said law and constitutes a crime shall be held criminally responsible in
accordance with the law.

LAWS AND REGULATIONS RELATED TO INTELLECTUAL PROPERTY
Trademark

Pursuant to the Trademark Law of the PRC ({3 A RILHIE PHIZ1L)) enacted by the
SCNPC on 23 August 1982, which was last amended on 23 April 2019 and implemented on 1
November 2019, as well as the Implementation Regulations for the Trademark Law of the PRC
(e N R SL RN [ e A L B i 491 ) ) promulgated by the State Council on 3 August 2002, which
was last amended on 29 April 2014 and implemented on 1 May 2014, trademarks approved and
registered by the trademark bureau are registered trademarks, including commodity trademarks,
service marks and collective trademarks, certification marks. Trademark registrants are entitled
to exclusive rights to use trademark and are protected by the law.
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The validity period of a registered trademark shall be ten years from the date of registration
and may be renewed for another ten years from the day following the expiration of the previous
validity period of such trademark. The renewal formalities must be completed within 12 months
prior to the date of expiration and may be extended for six months. The trademark bureau will
announce the registered trademarks subject to renewal of registration. Any trademark registrant
may, by entering into a trademark licensing contract, authorise others to use the registered
trademark, but the licensed use of a registered trademark shall be filed with the trademark
bureau for record. Non-filing of the licensing of a trademark shall not be contested against a
good faith third party. Without the permission of the trademark registrant, the use of trademarks
identical or similar to the registered trademark on the same kind of goods, or the use of
trademarks identical or similar to the registered trademark on similar goods, which could
possibly cause confusion, shall be regarded as an infringement upon the exclusive right to use
the registered trademark.

Patents

Pursuant to the Patent Law of the PRC ({H#E A\ R ILFI B £ F%) ) enacted by the SCNPC
on 12 March 1984, which was last amended on 17 October 2020 and implemented on 1 June
2021, as well as the Implementing Rules of the Patent Law of the PRC ({H#E A R Al 5 27|
DEMEANAI)) promulgated by the China Patent Office on 19 January 1985, which was last
amended by the State Council on 9 January 2010 and implemented on 1 February 2010, the
“invention-creation” as referred to under the said law means “invention”, “utility model” and
“design”. “Invention” refers to any new technical solution to a product, a process or
improvement thereof; “utility model” refers to any new technical solution to the shape, structure,
or their combination, of a product, which is suitable for practical use; “design” refers to a new
design that is aesthetic and suitable for industrial application for the overall or partial shape,
pattern or its combination of products, as well as the combination of colour, shape and pattern.
The patent administration department under the State Council, which is responsible for the
patent work nationwide, receives and examines patent applications and grants patent rights in
accordance with law. The validity period of patent for an “invention” is 20 years, while the
validity period of patent for a “utility model” is 10 years and that of a “design” is 15 years,
from the date of application.

Patentable inventions or utility models must be novel, inventive, and practical. The exterior
design for which a patent is granted should not be an existing design, and the exterior design for
which a patent is granted should be conspicuously distinguishable from an existing design or a
combination of features of existing designs. The rights of patent holders are protected by law,
permitting others to use the patent only under proper authorisation. Unauthorised use of such
patent of the patent holder constitutes patent infringement unless specified by law.
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Copyright

Pursuant to the Copyright Law of the PRC ({13 NRILFIE EERED)) enacted by the
SCNPC on 7 September 1990, which was last amended on 11 November 2020 and implemented
on 1 June 2021, Chinese citizens, legal persons or unincorporated organisations shall, whether
published or not, enjoy copyright in their works in accordance with the law. Unless otherwise
provided in the Copyright Law of the PRC ({3 ARILFEZEEREEE)) and other related
system and laws and regulations, reproduction, distribution, performance, display, broadcast or
compilation of works or dissemination of the same to the public via an information network
without permission from the owner of the copyright therein, shall constitute infringements of
copyrights. The infringer shall, according to the circumstances of the case, assume the civil
liabilities in respect of cessation of the infringement, elimination of impacts, and offer of
apologies, compensation for damages. Where the infringement also prejudices the public interest,
the competent copyright authorities shall order the cessation of such infringement, issue a
warning, and confiscate illegal proceeds, while infringing copies will be confiscated,
innocuously destroyed and disposed of along with any such materials, tools and equipment as
mainly used for making infringing copies. Furthermore, penalties will be imposed. In case of
criminal offence, criminal liabilities will be incurred according to the law.

In accordance with the Measures for the Registration of Computer Software Copyright (&t
R EREERCHEE)) issued by the Ministry of Machine Building and Electronics
Industry (currently incorporated into the Ministry of Industry and Information Technology of the
PRC, hereinafter referred to as the “MIIT”) on 6 April 1992, which was last amended by the
National Copyright Administration on 20 February 2002 and implemented on the same date, and
the Regulations on Protection of Computer Software ({73 MK ELRFEMEH])) promulgated by
the State Council on 4 June 1991, which was last amended on 30 January 2013 and implemented
on 1 March 2013, the State Copyright Administration shall be responsible for the administration
of software copyright registration nationwide, and the China Copyright Protection Centre is
recognised as the software registration authority. Applicants of computer software copyright
satisfying the requirements of the Measures for the Registration of Computer Software
Copyright and the Regulations on Protection of Computer Software will issue a registration
certificate by the China Copyright Protection Centre.
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Domain Names

In accordance with the Administrative Measures on Internet Domain Names (< 5 5454844
EHLHEE)) which was promulgated by the MIIT on 24 August 2017 and implemented on 1
November 2017, the Implementing Rules for the Registration of National Top-level Domain
Names (B K EAFIR A sE M EE40H])) and Procedural Rules for Resolution of Disputes over
National Top-level Domain Names (B RIEMIE L Frakff /7 H))  which  were
promulgated by China Internet Network Information Centre on 18 June 2019 and implemented
on the same date, the domain name registration services shall in principle implement the
“first-apply-first-register” practice. Where the corresponding detailed rules for domain name
registration stipulate otherwise, such provisions shall prevail. The validity period of domain
name registration will not exceed ten years. The applicant with successful registration will be
considered as the owner of such domain name. The domain name disputes shall be accepted and
solved by a domain name dispute resolution body as recognised and authorised by the China
Internet Network Information Center.

In accordance with the Notice of the Ministry of Industry and Information Technology on
Regulating the Use of Domain Names in Providing Internet-based Information Services ({ L.3&
AT JE Al 00 B A A5 A T 4 A USRS ol ) 45844 A9 48 %0 ) ), which was promulgated by the MIIT on
27 November 2017 and implemented on 1 January 2018, domain names used by internet-based
information service providers in providing internet-based information services must be registered
and owned by such providers in accordance with the law. Internet access service providers shall
verify the identity of each internet information service provider, and shall not provide services
to any internet information service provider who fails to provide real identity information.

LAWS AND REGULATIONS RELATED TO LABOUR
Labour

Pursuant to the provisions of the Labour Law of the PRC ({13 A R ILANE 25875 ))
enacted by the SCNPC on 5 July 1994, which was last amended and implemented on 29
December 2018, an employee shall have equal right to employment and choice of occupation,
the rights to remuneration for labour, to rest and vacations, to protection of occupational safety
and health, to training in vocational skills, to social insurance and welfare, and to submission of
labour disputes for settlement, and other rights relating to labour stipulated by law. The
employer shall establish and improve rules and regulations in accordance with the law so as to
ensure that employees enjoy the right to work and fulfil labour obligations.
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Pursuant to the Law of the PRC on Labour Contracts (" #HEARILHAIE L E)&IH %))
enacted by the SCNPC on 9 June 2007, which was last amended on 28 December 2012 and
implemented on 1 July 2013, and the Regulations on the Implementation of the Labour Contract
Law of the PRC ({3 A R LA B 25 8y 7 [R] 15 E i i 6]) ) promulgated by the State Council on
18 September 2008 and implemented on the same date, the said law applies to the conclusion,
performance, amendment, cancellation or termination of a labour contract between employers
such as enterprises and employees within the PRC. When hiring employees, employers are
required to inform the employees about their job duties, working conditions, working places,
occupational hazards, production safety conditions, remuneration and other matters which the
employees may be concerned with. To establish a labour relationship, a written labour contract
shall be concluded. The labour contract shall contain the following terms: the name, address and
legal representative or principal person in charge, and the name, address and resident
identification card number or other valid identity document number of the employee, the term of
the labour contract, work content, work location, working hours, rest and vacations,
remuneration, social insurance, labour protection, working conditions, occupational hazard
protection, and other matters that shall be included in the labour contract as stipulated by law
and regulation.

Social Insurance and Housing Provident Fund

Pursuant to the Social Insurance Law of the PRC (" #E A R ILFI B 4L €& R F7%)) enacted
by the SCNPC on 28 October 2010, which was last amended and implemented on 29 December
2018, and the Interim Regulations on the Collection of Social Insurance Fees (A& £ [ 2 #AL
P17 H1)) issued by the State Council on 22 January 1999, which was last amended and
implemented on 24 March 2019, the government establishes the basic pension insurance, basic
medical insurance, occupational injury insurance, unemployment insurance, maternity insurance
and other social insurance systems. Employees should participate in basic pension insurance,
basic medical insurance, occupational injury insurance, unemployment insurance and maternity
insurance, in which case employers and employees jointly contribute to the basic pension,
medical and unemployment insurance premiums, while employers contribute to the occupational
injury insurance and maternity insurance premiums, which do not require any contribution from
employees.
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Pursuant to the Social Insurance Law of the PRC ({3 A\ R I A B 41 & R[5 )) and the
Provisional Regulations on the Collection and Payment of Social Insurance Premiums (& f&
B B RO 1T 491) ), employers are required to register social insurance at the same time as
they proceed with the registration formalities. Where an employer fails to register its employees
for social insurance, the social insurance agency will assess the social insurance premiums to be
duly paid. Employers who fail to register for social insurance shall be ordered by the social
insurance administrative department to rectify such failure within a prescribed period. Those
who fail to rectify within the prescribed period shall be liable for a fine one to and three times
the amount of the payable social insurance premiums, and the directly responsible supervisors
and other directly responsible personnel shall be liable for a fine ranging from RMBS500 to
RMB3,000. Employers who fail to pay social insurance premiums in full and on time shall be
ordered by the social insurance premium collection agency to pay or make up the payment
within a prescribed period. From the date of the arrears, a late fee of 0.05% per day will be
charged; if no rectification was made upon expiry of such prescribed period, the relevant
administrative department may impose a fine of one to three times the amount of the arrears.

Pursuant to the Notice of the General Office of the State Council on Issuing the Plan for
the Pilot Program of Combined Implementation of Maternity Insurance and Basic Medical
Insurance for Employees (Guo Ban Fa [2017] No.6) (<[5 Bt HF /> BE BH i ED 5% A= & £R B A T 5%
AEE R OR B A OF B b Sl O SR R ) (18 RS (201716 5%)) promulgated by the General office of
the State Council on 19 January 2017 and implemented on the same date, and the Opinions of
the General Office of the State Council on Comprehensively Promoting the Implementation of
the Combination of Maternity Insurance and Basic Medical Insurance for Employees (Guo Ban
Fa [2019] No. 10) (5 B A2 BB B i 22 T 4 4 A O B P00k T 5 A B8 R AR B 5 0F B 0 1) 228
W) (B E95[2019]110%%)) promulgated on and 6 March 2019, incumbent employees that
participate in the employee basic medical insurance shall synchronously participate in the
maternity insurance. Maternity insurance fund and employee basic medical insurance fund are
consolidated for the purposes of centralised contribution.

Pursuant to the Regulations on the Administration of Housing Provident Fund ({ffE /A%
&G HMEH])) promulgated by the State Council on 3 April 1999, which was last amended and
implemented on 24 March 2019, foreign-invested enterprises, private enterprises in cities and
towns, and other business entities shall be required to register with the housing provident fund
management centre for housing provident fund contribution, and complete the procedures for
opening housing provident fund accounts for their employees. Employers shall regularly and
timely pay the housing provident fund in full and overdue or insufficient payment shall be
prohibited. Any entity that fails to make payment and deposit registration of housing provident
fund or go through the procedures for opening housing provident fund accounts for its
employees will be ordered by the housing provident management centre to process the foregoing
within prescribed period, otherwise it will be imposed a fine ranging from RMB10,000 to
RMB50,000. Any entity that fails to make payment of housing provident fund timely or have
shortfall in payment of housing provident fund will be ordered by the housing provident
management centre to make the payment within the prescribed time limit, or otherwise,
application for compulsory enforcement will be submitted to the People’s court.
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Pursuant to the Reform Plan of the State Tax and Local Tax Collection Administration
System ([ A #h B S BE | 2 %E /722 )), which was promulgated by the General Office of the
Communist Party of China and the General Office of the State Council on 20 July 2018, from 1
January 2019, all the social insurance premiums, including the premiums of the basic pension
insurance, unemployment insurance, maternity insurance, occupational injury insurance and
basic medical insurance, will be collected by the tax authorities. In accordance with the Notice
on Conducing the Relevant Work Concerning the Administration of Collection of Social
Insurance Premiums in a Steady, Orderly and Effective Manner (Shui Zong Ban Fa [2018]
No. 142) (B B2 A 5 e A1 R B 2 R0 A B TR Y3800 (BLARIF 98 [2018]1425%))
promulgated by the General Office of the State Taxation Administration on 13 September 2018,
and the Urgent Notice on Implementing the Spirit of the Executive Meeting of the State Council
in Stabilizing the Collection of Social Insurance Premiums (< B i~ B R0% B B B # 15 & sk #f
IE M F8 E A AR 2 BOl CAE R 2 238 A1) ) promulgated by the General Office of the Ministry
of Human Resources and Social Security on 21 September 2018, centralised collection of
historical unpaid social insurance contributions from enterprises is strictly prohibited. In
accordance with the Notice on Implementing the Several Measures to Further Support and Serve
the Development of Private Economy (Shui Zong Fa [2018] No. 174) (CBAA B o — 25 SRR A
M B5 B 7 A8 5 B S A TR ME A 4 R ) (B A2 ¥E[2018]11749%)) promulgated by the State
Administration of Taxation on 16 November 2018, it is reiterated that no tax authorities at all
levels are permitted to organise the centralised collection of arrears of insurance premium payers
including private enterprises in the previous years.

LAWS AND REGULATIONS RELATED TO TAX
Enterprise Income Tax

Pursuant to the Enterprise Income Tax Law of the PRC (<¢$/\E§¥*ﬂﬁ%@ﬁ%ﬁﬁi>),
which was enacted by the SCNPC on 16 March 2007 and latest amended and implemented on 29
December 2018, and the Implementation Rules for the Enterprise Income Tax Law of the PRC
(K N R LN [ 4 26 i 5 BLVE B a6 17]) ) promulgated by the State Council on 6 December
2007 and amended and implemented on 23 April 2019, enterprises are divided into resident
enterprises and non-resident enterprises. Resident enterprises are enterprises which are set up in
the PRC in accordance with the law, or which are set up in accordance with the law of a foreign
country (region) but are actually under the administration of institutions in the PRC.
Non-resident enterprises are enterprises which are set up in accordance with the law of a foreign
country (region) and whose actual administrative institution is not in the PRC, but which have
institutions or establishments in the PRC, or have no such institutions or establishments but have
income generated from inside the PRC. Resident enterprises shall pay enterprise income tax on
all income sourced within and outside the PRC at the tax rate of 25%. Qualified small
enterprises with thin profit will be levied enterprise income tax at a reduced tax rate of 20%;
high-tech enterprises receiving key support from the State will be levied enterprise income tax at
a reduced tax rate of 15%.
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In accordance with the Administrative Measures on Accreditation of High-tech Enterprises
(Guo Ke Fa Huo [2016] No. 32) (i #5 ffi i 3658 € & BT ) (B 8% K [2016]325%)) which
was promulgated by the Ministry of Science and Technology, the Ministry of Finance and the
State Taxation Administration on 14 April 2008, which was amended on 29 January 2016 and
implemented on 1 January 2016, high-tech enterprises referred to in the said Measures shall
mean resident enterprises registered in mainland China (excluding Hong Kong SAR, Macau SAR
and Taiwan) which are continuously engaging in research and development and technology
commercialization within the realm of the Regions of Advanced Technologies Strongly
Supported by the PRC, forming the core independent intellectual property of the enterprise, and
carrying out business activities on such basis, which accredited pursuant to these Measures may
declare and claim tax incentives pursuant to the Enterprise Income Tax Law of the PRC ({3
NBRAEFIE A 2E 07158135 ) ) and its Implementation Regulations, the Administrative Law of the
PRC on the Levying and Collection of Taxes (3 A F& 31 B B i ke 8 2L B0 40 1) ) and
its Implementation Rules etc. The Ministry of Science and Technology, the Ministry of Finance
and the State Taxation Administration shall be responsible for the guidance, administration and
supervision of the high-tech enterprise accreditation nationwide, and the qualifications of a
high-tech enterprise shall be valid for three years from the date of certification. Accredited as a
high-tech enterprise, the enterprise will enjoy tax incentives from the year in which the
high-tech enterprise certificate is issued, and may apply for tax incentives from the competent
tax authorities.

Value-Added Tax

In accordance with the Provisional Regulations of the PRC on Value-Added Tax ({13 A
B D [ 4 (BB BT A7 4911 ) ) which was promulgated by the State Council on 13 December 1993,
and last amended and implemented on 19 November 2017, and the Detailed Rules for the
Implementation for the Provisional Regulations the PRC on Value-added Tax (" #E A 3 A0 =
HEBCE AT WA E A1) ) which was promulgated by the Ministry of Finance on 25 December
1993 and last amended on 28 October 2011 and implemented on 1 November 2011, all
enterprises and individuals that engage in the sale of goods, the provision of processing, repair
and replacement services (hereinafter referred to as the “Labour Services”), sales services,
intangible assets and real estate and the importation of goods inside of the PRC shall pay
value-added tax. Unless otherwise specified, the VAT rates, for sales of goods and labour
services, provision of leasing of tangible movable assets or importation of goods, and for sales
services and intangible assets, are 17% and 6%, respectively, while the VAT rate for export of
goods is nil.

According to the Notice on Fully Launch of the Pilot Scheme for the Conversion of
Business Tax to Value-Added Tax (B4 4 [fi kB8 SEBE kRO (B LB A A1) (Cai Shui
[2016] No. 36) issued by the Ministry of Finance and the State Administration of Taxation on 23
March 2016, which was implemented on 1 May 2016, and amended on 11 July 2017 and 20
March 2019, respectively, the pilot change from business tax to value-added tax was fully
implemented within the PRC on 1 May 2016. All taxpayers of business tax in construction
industry, real estate industry, financial industry and living service industry have been included in
the scope of the pilot and should pay value-added tax instead of business tax.
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According to the Circular on Policies for Simplifying and Consolidating Value-added Tax
Rates (Cai Shui [2017] No. 37) (B2 i fF 38 (E B0 B A< A7 B UK 193 1) BABE[2017]375%) issued
by the Ministry of Finance and the State Administration of Taxation on 28 April 2017 and
implemented on 1 July 2017, the structure of value-added tax rates will be simplified and
consolidated from 1 July 2017, and the 13% value-added tax rate shall be cancelled. The scope
of sales or import of goods with 11% value-added tax rate and the provisions for deducting input
tax are specified.

According to the Notice on the Adjustment to VAT Rates (<[ o5 3 (E BB R A9 H))
(Cai Shui [2018] No. 32) issued by the Ministry of Finance and the State Administration of
Taxation on 4 April 2018 and implemented on 1 May 2018, the VAT rates of 17% and 11%
applicable to the taxpayers who have VAT taxable sales activities or imported goods are adjusted
to 16% and 10%, respectively, with effect from 1 May 2018.

According to the Announcement on Relevant Policies for Deepening Value-Added Tax
Reform (Bl R AL I BB 4 A BBOR A A %)) (2019 No. 39 of MOF, SAT and General
Administration of Customs), issued by the Ministry of Finance, the State Administration of
Taxation and the General Administration of Customs on 20 March 2019 and implemented on 1
April 2019, the VAT rates of 16% and 10% applicable to the taxpayers who have VAT taxable
sales activities or imported goods are adjusted to 13% and 9%, respectively.

Urban Maintenance and Construction Tax

Pursuant to Urban Maintenance and Construction Tax Law of the PRC (" #E A B 3L F0 B 1§
T4 @5 BIE) which was enacted by the SCNPC on 11 August 2020 and implemented on 1
September 2021, and the Notice on Harmonizing the Urban Maintenance and Construction Tax
and Educational Surcharges for Chinese and Foreign-funded Enterprises and Individuals (%5
B B I A% — 1A A0 T A 38 R AR ON dnk i AfE R A B A 2 2R B ) A9 3@ A1) which was
promulgated by the State Council on 18 October 2010 and implemented on 1 December 2010,
entities and individuals which are subject to VAT and consumption tax within the PRC shall pay
urban maintenance and construction tax. The tax rate is 7% for a taxpayer who is domiciled in a
downtown area, and 5% for a taxpayer who is domiciled in a county or town, and 1% for a
taxpayer who is domiciled outside a downtown area, county or town. The payments of urban
maintenance and construction taxes are based on the actual amounts of VAT and consumption tax
paid by the taxpayers and shall be paid synchronously along with the VAT and consumption tax,
respectively.
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Dividend Distribution

Pursuant to the Company Law of the PRC ({H'# ARILFE S F]¥E)) enacted by the
SCNPC on 29 December 1993, which was last amended on 29 December 2023 and implemented
on 1 July 2024, a company is required to set aside at least 10% of its respective accumulated
profits to its statutory common reserve where it distributes its after-tax profits of the current
year, until the accumulative amount of such reserve reaches 50% of its registered capital. If the
aggregate balance of the company’s statutory common reserve is insufficient to make up for the
losses of such company of the previous year, the current year’s profits shall first be used for
making up the losses before the statutory common reserve is drawn. Unless otherwise provided
for in the articles of association, the profit after tax remaining after the company has made up
for its losses and withdrawn the statutory common reserve shall be distributed by the joint-stock
company in proportion to the number of shares held by the shareholders.

LAWS AND REGULATIONS RELATED TO CYBERSECURITY AND PERSONAL
INFORMATION PROTECTION

Cybersecurity

According to the Decision on the Maintenance of Internet Security (<B4 78 B4 2 4
AP AE ) ) issued by the SCNPC on 28 December 2000, which was amended and implemented on
27 August 2009, in order to maintain the socialist market and economic order and the social
order, criminal sanctions will be imposed against any following internet activity that constitutes
an criminal offence according to the laws of the PRC: (i) use the internet to market fake and
substandard products or carry out false publicity for any commodity or service; (ii) use the
internet for the purpose of damaging the commercial goodwill and product reputation of any
other person; (iii) use the internet for the purpose of infringing on the intellectual property of
any other person; (iv) use the internet for the purpose of fabricating and spreading false
information that affects the trading of securities and futures or otherwise jeopardises the
financial order; or (v) create any pornographic website or webpage on the internet, provide links
to pornographic websites, or disseminate pornographic books and magazines, movies,
audiovisual products, or images.
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In accordance with the Administrative Measures for the Hierarchical Protection of
Information Security (Gong Tong Zi [2007] No. 43) ({f5 8% 2% M AL EE HPEL) (NHEF
[2007]43%%)), which was promulgated and implemented by the Ministry of Public Security, the
National Administration of State Secrets Protection, the State Cryptography Administration, and
the Informatization Office of the State Council (abolished) on 22 June 2007, the security
protection hierarchy of an information system is categorised into five levels based on the extent
of damages caused to such information system after it has been damaged, where those that will
cause damage to the legitimate rights and interests of citizens, legal persons and other
organisations, without prejudicing the national security, social order, and public interest, are the
first level; those that will cause material damage to the legitimate rights and interests of citizens,
legal persons and other organisations or cause damage to social order and public interests, but
will not damage national security, are the second level; those that will cause material damage to
social order and public interests or will cause damage to national security, are the third level;
those that will cause particularly material damage to social order and public interests or will
cause material damage to national security, are the fourth level; and those that will cause
particularly material damage to national security are the fifth level. Information system operators
and users should protect their information systems in accordance with the Measures and relevant
technical standards. New information systems above the second level, shall, within 30 days after
its operation, be filed by the operator or user with the public security organ at or above the
municipal level where it is located. Subsequent to the filing of such information system, the
public security organ shall examine the filing status of the information system, and shall issue a
filing certificate for information system security level protection within 10 working days upon
the date of receipt of the filing materials, if such information system meets the requirements of
the level of protection. Where it is found to be inconsistent with the Measures and the relevant
standards, the filing entity shall be notified of the rectification within 10 working days upon the
date of receipt of the filing materials. Where it is found that the level is erroneously identified,
the filing entity shall be notified of the re-examination and identification of the level within 10
working days upon the date of receipt of the filing materials.

According to the Cybersecurity Law of the PRC (% A R34 4% 2 2295 ))
(hereinafter referred to as “Cybersecurity Law”) enacted by the SCNPC on 7 November 2016
and implemented on 1 June 2017, the national cyberspace administration shall be responsible for
the overall planning and coordination of cybersecurity work and relevant supervision and
administration. The competent telecommunications department of the State Council, public
security departments and other relevant authorities shall be responsible for cybersecurity
protection, supervision and administration within the scope of their respective functions.
Provision of services through the internet requires technical measures and other necessary
measures to be taken in accordance with the provisions under laws and administrative
regulations, as well as the mandatory requirements of the national and industrial standards, to
ensure the secure and stable operation of the network, effectively cope with cyber security
events, prevent criminal activities committed on the network, and protect the integrity,
confidentiality and availability of network data. Any individuals and organisations that use
networks must not endanger network security or use networks to engage in activities that
prejudice national security, honour and interests, disrupt economic order and social order
through fabrication or dissemination of false information, or infringe upon the reputation,
privacy, intellectual property rights and other legitimate rights and interests of others.
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In accordance with the Cybersecurity Review Measures ({HI#%LRFEENFE)) jointly
promulgated by the Cyberspace Administration of China, the NDRC, the MIIT, the Ministry of
Public Security, the Ministry of State Security, the Ministry of Finance, the Ministry of
Commerce, the PBOC, the State Administration for Market Regulation, the National Radio and
Television Administration, the CSRC, National Administration of State Secrets Protection and
the State Cryptography Administration on 28 December 2021 and implemented on 15 February
2022, the purchase of network products and services by critical information infrastructure
operator and the data processing activities carries out online platform operators, which affects or
may affect national security, shall be subject to cybersecurity review according to the said
measures. The Cybersecurity Review Office under the Cyberspace Administration of China is
responsible for developing institutions and norms on cybersecurity review and organising
cybersecurity reviews. For the purposes of listing overseas, an online platform operator who
possesses the personal information of more than 1 million users shall declare to the Office of
Cybersecurity Review for cybersecurity review. The Cybersecurity Review Office shall conduct
cybersecurity review over such network products and services and data processing activities that
are deemed by the members of the cybersecurity review working mechanism to affect or may
affect national security.

Data Security

Pursuant to the Data Security Law of the PRC ({713 A R 3L A1 #¥ % 4275 ) ) enacted by
the SCNPC on 10 June 2021 and implemented on 1 September 2021, activities involving data
processing (including the collection, storage, use, processing, transmission, sharing and
disclosure of data) shall proceed in compliance with laws and regulations, and shall not
endanger national security, the public interest, or individuals’ and organisations’ legitimate rights
and interests. The government shall establish a data classification and hierarchical protection
system, under which classification and hierarchical protection of data is implemented, and a data
security review system is established, for the purposes of conducting national security review of
data processing activities that affect or may affect national security. Data processing activities to
be conducted through the internet and other information networks shall, subject to the provisions
of laws and regulations, require the establishment of a sound whole-process data security
management system, the organisation and provision of data security education and training, and
the adoption of corresponding technical measures and other necessary measures to safeguard
data security. As for organisations and individuals that engage in data processing activities fail
to fulfil the data security protection obligations as prescribed under the said Law, administrative
penalties may be imposed, including the order for corrective actions, warnings, fines, suspension
of relevant business, business closure for rectification, revocation of relevant business permits or
revocation of business licenses.

In accordance with the Measures for the Security Assessment of Data Cross-border Transfer
(Decree No.11 by CAC) (B H B Z2FAIE)(AEXEBHHEGEHAELE11))
promulgated by the Cybersecurity Administration of China on 7 July 2022 and implemented on 1
September 2022, data processors that provide overseas recipients with the important data and
individual data collected and generated from their operations within the PRC shall be required to
perform commensurate security assessment. Data processors providing overseas recipients with
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data and falling under any of the following circumstances apply for the security assessment of
cross-border data transfer by the national cybersecurity authority through its local counterpart:
(i) where data processors provide overseas recipients with important data; (ii) where the critical
information infrastructure operator and any data processor who has processed personal
information of more than 1,000,000 people provide overseas recipients with personal
information; (iii) where any data processor who has provided personal information of 100,000
people or sensitive personal information of 10,000 people to overseas recipients accumulatively
since January 1 of the last year provides personal information overseas, and (iv) other
circumstances where the security assessment of data cross-border transfer is required as
prescribed by the national cyberspace administration.

In accordance with the Provisions on Promoting and Regulating Cross-border Flow of Data
(Decree No. 16 by the CAC) (A2 #EFI B & BE 5 55 M B #L2 ) ), which was promulgated and
implemented by the Cybersecurity Administration of China on 22 March 2024, data processors
that provide overseas recipients with personal information (excluding important data) may be
exempted from reporting security assessment of data cross-border transfer, entering into a
standard contract for the export of personal information, or passing a personal information
protection certification, if one of the following conditions is met: (i) where it is necessary for
the conclusion and performance of a contract to which an individual is a party; (ii) where it is
necessary to provide employees’ personal information overseas for the purpose of conducting
cross-border human resources management pursuant to the employment rules and regulations
formulated and collective contracts concluded in accordance with the law; (iii) where it is
necessary to provide personal information overseas in an emergency to protect the life, health
and property safety of a natural person; or (iv) where a data processor other than a critical
information infrastructure operator provides overseas the personal information (sensitive
personal information excluded) of no more than 100,000 persons accumulatively, as of 1 January
of the current year. Data processors other than critical information infrastructure operators,
which cumulatively provide personal information without any sensitive personal information of
more than 100,000 individuals but less than 1 million individuals or sensitive personal
information of less than 10,000 individuals since 1 January of the current year, shall, subject to
law, enter into a standard contract for the export of personal information with overseas recipients
or pass the personal information protection certification, without the necessity of reporting the
security assessment of data export. Where critical information infrastructure operators provide
overseas recipients with personal information or important data, or data processors other than
critical information infrastructure operators provide overseas recipients with important data or
provide overseas recipients with personal information without any sensitive personal information
of more than 1 million individuals or sensitive personal information of more than 10,000
individuals, as of 1 January of the currently, such data processors shall report the security
assessment of data cross-border transfer to the national cybersecurity administration through the
provincial counterparts in the place where such data processors are located. The Guidelines for
Declaration for Security Evaluation for Transfer of Data to Foreign Countries (Second Edition)
(CEUE 35 2 25PN P HFE B (38 —M0))) promulgated and implemented by the Cybersecurity
Administration of China on 22 March 2024 further clarifies the applicable scope, and reporting
methods and procedures in respect of the security assessment of data cross-border transfer.
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In accordance with the Regulations on Administration of Network Data Security (%58
P2 E A ) ) promulgated by the State Council on 24 September 2024 and implemented on
1 January 2025, network data processors (i.e., individuals and organisations that independently
decide on the processing purposes and models for network data processing activities) shall,
subject to the provisions of laws, administrative regulations and the mandatory requirements of
the national standards, strengthen the security protection of network data on the basis of network
security level protection, and establish a sound network data security management system.
Technical measures, including encryption, backup, access control, security authentication, and
other necessary measures shall be adopted to protect network data from being tampered with,
destroyed, leaked, illegally accessed, or unlawfully utilised. In addition, network data security
incidents shall be resolved, and illegal and criminal activities targeting at and utilising network
data shall be prevented. Furthermore, they shall be mainly responsible for the security of the
processed network data. Network data processors shall establish sound emergency plans for
network data security incidents. In the event of network data security incidents, they shall
immediately activate the plans, take measures to prevent the expansion of harm, eliminate
hidden security risks, and report to the relevant competent authorities in accordance with the
regulations. In addition, a network data processor that carries out network data processing
activities that affect or may affect national security shall conduct national security review in
accordance with relevant government regulations. Network data processors may provide overseas
recipients with personal information, if one of the following conditions is met, among others: (i)
where they have passed the security assessment of cross-border data transfer organised by the
national cybersecurity administration; (ii) where they have been certified by a professional
organisation for the protection of personal information in accordance with the requirements of
the national cybersecurity administration; (iii) where they comply with the requirements of the
standard contract for cross-border data transfer as formulated by the national cybersecurity
administration; (iv) where it is necessary to provide overseas recipients with personal
information for the purpose of concluding and performing contracts to which the individual is a
party; (v) where it is necessary to provide employees’ personal information overseas for the
purpose of conducting cross-border human resources management pursuant to the employment
rules and regulations formulated and collective contracts concluded in accordance with the law;
(vi) where it is necessary to provide overseas recipients with personal information for the
purpose of fulfilling statutory duties or obligations; and (vii) where it is necessary to provide
personal information overseas in an emergency to protect the life, health and property safety of a
natural person; (viii) other conditions as prescribed by laws, administrative regulations or the
national cybersecurity administration. Prior to processing personal information, a network data
processor shall be required to provide a list of such personal information, by formulating rules
on the handling of personal information to inform an individual of the purpose, manner and type
of collection and provision of personal information to other network data processors as well as
the information of network data recipients. Furthermore, network data processors that process
personal information of minors under the age of 14 shall also formulate specialised rules on the
handling of personal information.
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Personal Information Protection

In accordance with the Decision on Strengthening the Protection of Network Information
(SRR s 4% 5 SR E M PesE ) ) issued and implemented by the SCNPC on 28 December
2012, the government protects electronic information that can identify citizens’ personal
identities and involves citizens’ personal privacy. When collecting and using citizens’ personal
electronic information in their business activities, network service providers and other
enterprises and business entities shall, subject to the principles of lawfulness, propriety and
necessity, expressly state the purpose, manner and scope of collection and use of such
information, obtain the consent of the person being collected, and shall not collect or use the
information in violation of the provisions of the laws and regulations and the agreements
between the two parties. In addition, personal electronic information collected in the course of
business activities shall be kept strictly confidential, and shall not be leaked, tampered with, or
damaged, nor shall it be sold or illegally provided to others. Technical measures and other
necessary measures shall be taken to ensure information security and to prevent the leakage,
damage, or loss of the personal electronic information collected in the course of business
activities. In the case of the occurrence of, or the likelihood of the occurrence of, the leakage,
damage, or loss of the information, remedial measures shall be taken immediately. No
organisation or individual shall steal or acquire citizens’ personal electronic information by other
illegal means, or sell or illegally provide citizens’ personal electronic information to others.

In accordance with the Certain Provisions on Regulating the Market Order of Internet
Information Services (HL#E B 1 4E (5 BB 587 % THIE)) promulgated by the MIIT on
29 December 2011 and implemented on 15 March 2012, without the consent of the user, internet
information service providers shall not collect information related to the user that can be used to
identify the user separately or in combination with other information, and shall not provide the
aforesaid user’s personal information to others, except as otherwise provided in the laws and
administrative regulations. Where an internet information service provider collects a user’s
personal information with the user’s consent, it shall clearly inform the user of the manner,
content and use of the user’s personal information to be collected and processed, and shall not
collect information other than that which is necessary for the provision of the services, nor shall
it use the user’s personal information for purposes other than those for which the service is to be
provided. Besides properly maintaining users’ personal information, internet information service
providers shall immediately take remedial measures when such information is leaked or likely to
be leaked, and shall immediately report to the telecommunication administration organisation
that grants them the internet information service license or filing when such leakage causes or is
likely to cause serious consequences. Furthermore, cooperation is required with the relevant
departments in the investigation.
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In accordance with the Provisions on the Protection of Personal Information of
Telecommunications and Internet Users (Decree No. 24 of the MIIT) (£ A5 A1 B W49 A 5 Af A
5B RGERLE ) (T 2EAE BEALE4 552459%)) promulgated by the MIIT on 16 July 16 2013 and
implemented on 1 September 2013, personal information of users refers to the information that
can identify users separately or in combination with other information, such as their names,
dates of birth, identity card numbers, addresses, telephone numbers, accounts and passwords,
and the time and location of users’ use of services, etc., which are collected by
telecommunications service operators and internet information service providers in the process
of providing services. Telecommunications service operators and internet information service
providers shall follow the principles of lawfulness, propriety and necessity in collecting and
using users’ personal information in the course of providing services. Telecommunications
service operators and internet information service providers: (i) shall not collect or use users’
personal information without consent by such users; (ii) shall not collect users’ personal
information other than what is necessary for the provision of services or use the information for
any other purposes other than the provision of services; (iii) shall maintain strict confidentiality
of the users’ personal information collected or used; and (iv) take a series of specific measures
to prevent the disclosure, destruction, alteration or loss of users’ personal information.

The Cybersecurity Law clearly stipulates that: (i) network operators shall observe the
principles of lawfulness, reasonableness and necessity in the collection and use of personal
information, publicise the rules of collection and use, and expressly state the purpose, manner
and scope of collection and use of the information, as well as the consent obtained from the
person to be collected; (ii) network operators shall not collect personal information not related
to the services they provide, or collect and use personal information in violation of the
provisions of laws, administrative regulations and agreements of the parties, in which case,
personal information so stored shall be processed in accordance with the laws, administrative
regulations, and agreements with such users; (iii) network operators shall not disclose, tamper
with or destroy the personal information collected by them, which cannot be provided to other
people without the consent of the person from whom the information has been collected, except
for those that cannot identified as part of a specific individual and cannot be recovered; (iv)
network operators shall take technical measures and other necessary measures to ensure the
security of the personal information collected by them and to prevent the information from being
leaked, damaged or lost. Violation of the network security protection obligations as prescribed in
the Cybersecurity Law may result in the network operator being subject to administrative
penalties such as warnings, fines, suspension of relevant business, business closure for
rectification, closure of website, revocation of relevant business permits or revocation of
business licenses.

Pursuant to the Civil Code, the personal information of natural persons is protected by law.
Any organisation or individual who needs to obtain personal information about another person
shall obtain and ensure the security of such information in accordance with the law, and shall
not unlawfully collect, use, process or transmit personal information about another person, or
unlawfully trade, provide or disclose personal information about another person to the public.
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In accordance with the Provisions on the Cyber Protection of Children’s Personal
Information ({5EEEAR A(E B4 R#ERIE)) promulgated by the Cybersecurity Administration
of China on 22 August 2019 and implemented on 1 October 2019, no organisation or individual
shall create, publish, or disseminate information that infringes upon the personal information
security of children (which refers to minors under the age of 14). Network operators shall
formulate rules and user agreements specialised for the protection of children’s personal
information and designate a person responsible for the protection of children’s personal
information. Network operators shall inform children’s guardians of the collection, use, transfer
and disclosure of children’s personal information in a conspicuous and clear manner, and shall
obtain the consent of the children’s guardians.

Pursuant to the Personal Information Protection Law of the PRC (< 3 A B 30 B A5
EAF# L)) (hereinafter referred to as the “Personal Information Protection Law”) enacted by
the SCNPC on 20 August 2021 and implemented on 1 November 2021, personal information
refers to any kind of information related to an identified or identifiable individual as
electronically or otherwise recorded but excluding the anonymized information. The processing
of personal information includes the collection, storage, use, processing, transmission, provision,
disclosure and deletion of personal information. A personal information processor may process
the personal information of this individual only under any one of the following circumstances:
(i) where consent is obtained from the relevant individual; (ii) where it is necessary for the
execution or performance of a contract to which the individual is a party, or where it is
necessary for carrying out human resource management pursuant to employment rules legally
adopted or a collective contract legally concluded; (iii) where it is necessary for performing a
statutory responsibility or statutory obligation; (iv) where it is necessary in response to a public
health emergency, or for protecting the life, health or property safety of a natural person in the
case of an emergency; (v) where the personal information is processed within a reasonable scope
to carry out any news reporting, supervision by public opinions or any other activity for public
interest purposes; (vi) where the personal information, which has already been disclosed by an
individual or otherwise legally disclosed, is processed within a reasonable scope; and (vii) any
other circumstance as provided by laws or administrative regulations.
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LAWS AND REGULATIONS RELATED TO FOREIGN EXCHANGE CONTROL

Pursuant to the Regulations on the Control of Foreign Exchange of the PRC ({3 A 3k
FER b [ 4 LG 51) ) promulgated by the State Council on 29 January 1996, last amended on 5
August 2008 and implemented on the same date, domestic entities or individuals who directly
make overseas investment or involve in distribution or trade of foreign securities or derivative
products, shall go through the formalities for registration in accordance with the provisions of
the foreign exchange administration department of the State Council. The entities or individuals
shall file an application for approval or recordation before registration if the State requires them
to get approval or make filings before registration. Foreign exchange payments under capital
account items, including capital transfer, direct investment, investment in securities, derivative
products and loans, shall, pursuant to the administrative provisions of the foreign exchange
control department of the State Council on payments of foreign currencies and purchase of
foreign currencies, be made using self-owned foreign currency or foreign currency purchased
from financial institutions engaging in conversion and sale of foreign currencies by presenting
the valid document. With respect to those that are required to be approved by foreign exchange
control agencies by the state, approval formalities shall be gone through before making such
foreign exchange payments.

According to the Notice on Issues Concerning the Foreign Exchange Administration of
Overseas Listing (Hui Fa [2014] No. 54) (B IE AN b A HE S 2 A7 B R R0 A% 4 200 ) (REE 3%
[2014]54%%)) issued and implemented by the SAFE on 26 December 2014, a domestic company
shall, within 15 business days of the date of the end of its overseas listing issuance, register the
overseas listing with the Administration of Foreign Exchange at the place of its establishment. A
domestic company (except for bank financial institutions) shall present its certificate of overseas

)

listing to open a “special account for overseas listing of domestic company” at a local bank for
its initial public offering (or follow-on offering) and repurchase business to handle the exchange,
remittance and transfer of funds for the business concerned. The proceeds from an overseas
listing of a domestic company may be remitted to the domestic account or deposited in an
overseas account, but the use of the proceeds shall be consistent with the content of the

prospectus and other disclosure documents.

According to the Notice on Further Simplifying and Improving Policies for the Foreign
Exchange Administration of Direct Investment (Hui Fa [2015] No. 13) (CBAA 3 — 2 AL A0 ol
LR A RE A S BOR 1) 48 0 ) (RE %5 [2015]113%%)) issued by the SAFE on 13 February 2015 and
implemented on 1 June 2015, two of the administrative examination and approval items, being
the confirmation of foreign exchange registration under domestic direct investment and the
confirmation of foreign exchange registration under overseas direct investment have been
cancelled. Instead, banks shall directly examine and handle foreign exchange registration under
domestic direct investment and foreign exchange registration under overseas direct investment.

- 158 -



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.

REGULATORY OVERVIEW

According to the Notice on Reform of the Management Method for the Settlement of
Foreign Exchange Capital of Foreign-Invested Enterprises (Hui Fa [2015] No. 19) (B ol 4b
PR 5 A S AR AN 4 5 R A 3 S A N ) (RE 2 [2015119%%)) issued by the SAFE on 30
March 2015 and implemented on 1 June 2015, the foreign exchange capital of foreign-invested
enterprises shall be subject to the Discretionary Foreign Exchange Settlement, which means that
the foreign exchange capital in the capital account of a foreign-invested enterprise for which the
rights and interests of monetary contribution have been confirmed by the foreign exchange
bureau (or the book-entry registration of monetary contribution by the banks) can be settled at
the banks based on the actual operational needs of the foreign-invested enterprise. The use of
capital by foreign-invested enterprises shall follow the principles of authenticity and self-use
within the business scope of enterprises. The capital of a foreign-invested enterprise and capital
in Renminbi obtained by the foreign-invested enterprise from foreign exchange settlement shall
not be used for the following purposes: (i) directly or indirectly used for payments beyond the
business scope of the enterprises or payments as prohibited by the relevant laws and regulations;
(i1) directly or indirectly used for investment in securities unless otherwise provided by the laws
and regulations; (iii) directly or indirectly used for granting entrust loans in Renminbi (unless
permitted by the scope of business), repaying inter-enterprise borrowings (including advances by
the third-party) or repaying the bank loans in Renminbi that have been sub-lent to third parties;
or (iv) directly or indirectly used for expenses related to the purchase of real estate that is not
for self-use (except for the foreign-invested real estate enterprises).

According to the Circular on Further Improving Reform of Foreign Exchange
Administration and Optimizing Genuineness and Compliance Verification (Hui Fa [2017] No. 3)
(KB E— B HEINEE RN ETEEEAREREZNE) (E2%[2017]139%)) issued and
implemented by the SAFE on 26 January 2017, domestic entities must retain income to account
for previous years’ losses before remitting any profits. Where a bank handles outward remittance
of profits for a domestic institution equivalent to more than US$50,000, the bank shall check
whether the transaction is genuine by reviewing board resolutions regarding profit distribution
(or the profit distribution resolutions of partners), original copies of tax filing records, audited
financial statements and stamp with the outward remittance sum and date on the original copies
of tax filing records.

According to the Notice on Further Promoting the Facilitation of Cross-border Trade and
Investment (Hui Fa [2019] No. 28) (B A — 18 4 5 55 & &) £% & (8 Ak 19 48 0 ) (BE 4%
[2019]287%)) issued by the SAFE on 23 October 2019, which was amended and implemented on
4 December 2023, non-investment foreign-invested enterprises shall be allowed to make
domestic equity investments with capital funds in accordance with the law, provided that they do
not violate the existing special administrative measures for access to foreign investment (the
Negative List) and that the projects invested in the PRC are genuine and legal.
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Pursuant to the Circular on Optimizing Foreign Exchange Administration to Support the
Development of Foreign-related Business (Hui Fa [2020] No. 8) (CBE A AL AP EAE B S F7 95 41
EH B E ) (FE%$[202018%%)) issued and implemented by the SAFE on 10 April 2020, the
reform of facilitating the payments of incomes under the capital accounts shall be promoted
nationwide. Under the prerequisite of ensuring true and compliant use of funds and compliance
and complying with the prevailing administrative provisions on use of income from capital
projects, enterprises which satisfy the criteria are allowed to use income under the capital
account, such as capital funds, foreign debt and overseas listing, etc., for domestic payment,
without the need to provide proof materials for veracity to the bank beforehand for each
transaction.

LAWS AND REGULATIONS RELATED TO FOREIGN INVESTMENT

Pursuant to the Foreign Investment Law of the PRC (% A RILFIE I HRE L))
enacted by the NPC on 15 March 2019 and implemented on 1 January 2020, as well as the
Implementing Rules of Foreign Investment Law of the PRC (1 #& A B3t 0[50 4 i £ & 12 & it
& 41)) promulgated by the State Council on 26 December 2019 and implemented on 1 January
2020, the “foreign investment” refers to investment activities carried out directly or indirectly by
foreign natural persons, enterprises or other organisations, including the following: (i) foreign
investors establishing foreign-invested enterprises in the PRC alone or collectively with other
investors; (ii) foreign investors acquiring shares, equities, properties or other similar rights of
Chinese domestic enterprises; (iii) foreign investors investing in new projects in the PRC alone
or collectively with other investors; and (iv) foreign investors investing through other ways
prescribed by laws and administrative regulations or the State Council. The “foreign-invested
enterprises” refer to enterprises that are wholly or partly invested by foreign investors and
registered within the territory of the PRC under the Chinese laws. Foreign-invested enterprises
and wholly Chinese-funded enterprises shall equally participate in the development and revision
of national standards, industry standards, local standards, and group standards in accordance
with the law. Foreign-invested enterprises may legally raise funds within or outside the PRC by
means such as the public offerings of stocks, corporate bonds, and other securities, the public or
non-public offerings of other financing instruments, and external debts. Foreign investors’
capital contributions, profits, capital gains, income from asset disposals, intellectual property
royalties, compensation or indemnification obtained legally and gains from liquidation can be
freely remitted in or out of the PRC in RMB or foreign exchange. The State implements a
management system comprising pre-access national treatment along with a negative list with
respect to foreign investment. Foreign investors shall not invest in any field prohibited by the
negative list. For any field with investment restricted by the negative list, foreign investors shall
meet the special management measures for restricted investment stipulated under the negative
list, such as the requirements on shareholding and senior management members.
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In accordance with the Special Management Measures for Foreign Investment Access
(Negative List) (2024 Edition) (hereinafter referred to as the “Negative List”) promulgated by
the NDRC and MOFCOM on 6 September 2024 and implemented on 1 November 2024, the
Negative List uniformly set out special administrative measures for foreign investment access
regarding equity requirements and requirements for senior management. Sectors not covered in
the Negative List shall be subject to administration in accordance with the principle of equal
treatment for domestic and foreign investments. Domestic enterprises engaged in businesses in
fields prohibited from investment mentioned in the Negative List shall be examined and
approved by the relevant competent authorities of the state for issuing shares abroad and going
public for trading; overseas investors shall not participate in the operation and management of
the enterprises, and their equity ratio shall be governed by reference to the relevant regulations
on the management of domestic securities investment of overseas investors. The production and
sales of gold watches, gold jewellery and smart wearable devices are not included in the
Negative List.

In accordance with the Measures for the Reporting of Foreign Investment Information (No.
2 Order [2019] of the MOFCOM and the State Administration for Market Regulation) KCINE
B s B S IEE)) (RS ~ i BB 45420194 5525%) promulgated by the MOFCOM and
the State Administration for Market Regulation on 30 December 2019 and implemented on 1
January 2020, foreign investors who directly or indirectly carry out investment activities in the
PRC shall submit investment information to the competent commercial department through the
enterprise registration system and the National Enterprise Credit Information Publicity System.
Foreign investors or foreign-invested enterprises shall report investment information in a timely
manner, follow the principles of truthfulness, accuracy, and completeness, shall not make false
or misleading reports, and shall not have major omissions.

Pursuant to the National Security Law of the PRC (" % A & H: AN E 8] ¢ 4 4275 ) ) enacted
by the SCNPC on 22 February 1993, which was last amended and implemented on 1 July 2015,
the government shall establish the rules and mechanisms for national security review and
supervision, and conduct national security review of foreign investment, particular materials and
key technologies, network information technology products and services that affect or may affect
national security, construction projects that involve national security matters, and other major
matters and activities.
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In accordance with the Measures on the Security Review of Foreign Investment (/&
LRFEWNL)) promulgated by the NDRC and the MOFCOM on 19 December 2020 and
implemented on 18 January 2021, the office of the working mechanism for the security review
of foreign investments is set up under the NDRC, which is led by the NDRC and the MOFCOM
to undertake the routine work of the security review of foreign investments. Foreign investors or
relevant parties in the PRC shall proactively declare the security review of foreign investments
prior to (i) the investments in the military industry, military industrial supporting and other
fields relating to the security of national defence, and investments in areas surrounding military
facilities and military industry facilities; and (ii) investments in important agricultural products,
important energy and resources, important equipment manufacturing, important infrastructure,
important transport services, important cultural products and services, important information
technology and Internet products and services, important financial services, key technologies and
other important fields relating to national security, and obtain the actual control in the investee.

LAWS AND REGULATIONS RELATING TO OVERSEAS LISTING

In accordance with the Trial Administrative Measures of Overseas Securities Offering and
Listing by Domestic Companies ({BENARFERINEITH M EATEMATIHE))  (China
Securities Regulatory Commission Announcement [2023] No. 43, hereinafter referred to as the
“Trial Administrative Measures”) and the relevant five guidelines promulgated by the CSRC
on 17 February 2023 and implemented on 31 March 2023, the PRC domestic companies
engaging in overseas offering and listing activities shall be in strict compliance with laws and
regulations on national security in terms of foreign investment, cybersecurity, data security and
etc., and duly fulfil their obligations to safeguard national security. Where security review is
involved, they shall fulfil the relevant security review procedures in accordance with the law
before submitting their applications for overseas offering and listing to overseas securities
regulatory authorities or stock exchanges. Circumstances where domestic companies are
prohibited from overseas offering and listing include: (i) such offering and listing of shares is
explicitly prohibited by provisions in laws, administrative regulations and relevant state rules;
(i1) the proposed offering and listing of shares may endanger national security as reviewed and
determined by competent authorities under the State Council in accordance with laws; (iii) the
domestic company intending to be listed or offer securities in overseas markets, or its
controlling shareholder(s) and the actual controller, have committed crimes such as corruption,
bribery, embezzlement, misappropriation of property or undermining the order of the socialist
market economy during the latest three years; (iv) the domestic company intending to be listed
or offer securities in overseas markets is currently under investigations for suspicion of criminal
offences or major violations of laws and regulations, and no conclusion has yet been made
thereof; or (v) there are material ownership disputes over equity held by the domestic company’s
controlling shareholder(s) or by other shareholder(s) that are controlled by the controlling
shareholder(s) and/or actual controller.
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Furthermore, the Trial Administrative Measures explicitly state that the PRC domestic
companies intending to directly or indirectly issue securities overseas or list their securities for
trading overseas shall file with the CSRC, submitting a filing report, legal opinions and other
relevant materials. PRC domestic companies undertaking their first overseas public offering or
listing shall file with the CSRC within three working days after submitting overseas offering and
listing application documents. If a domestic company fails to complete the filing procedure,
falsifies any content, contains any misleading statement or omits any material fact in its filing
documents, such domestic company may be subject to administrative penalties, such as order to
rectify, warnings, fines, and its controlling shareholders, actual controllers, the person directly in
charge and other directly liable persons may also be subject to administrative penalties, such as
warnings and fines.

LAWS AND REGULATIONS RELATED H SHARE “FULL CIRCULATION”

According to the Guidelines for the “Full Circulation” Program for Domestic Unlisted
Shares of H-share Listed Companies (CSRC Announcement [2019] No. 22) ((H/A R A K b
MR s [ 2] 255D BEE/A%2019]122%)) promulgated by the CSRC on 14
November 2019, which was revised and implemented on 10 August 2023, “full circulation”
refers to the listing and circulation of domestic unlisted shares of an H-share listed company
(including domestic unlisted A-shares held by domestic shareholders prior to overseas listing,
domestic unlisted A-shares additionally issued in the mainland after overseas listing, and
unlisted shares held by foreign shareholders) on the Hong Kong Stock Exchange. 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. Domestic
companies limited by shares that have not been listed may file with the CSRC for the “Full
circulation” at the time of their initial public offering and listing overseas. Shareholders of
domestic unlisted shares shall perform the share transfer registration in accordance with the
relevant business rules of China Securities Depository and Clearing Corporation Limited
(hereinafter referred to as the “CSDC”), perform the share registration, listing and other
procedures in accordance with the relevant regulations of the Hong Kong market, and disclose
information in accordance with the laws and regulations. After domestic unlisted shares are
listed and circulated on the Hong Kong Stock Exchange, they may not be transferred back to the
PRC. Shareholders of domestic unlisted shares may reduce or increase their holdings of shares in
the H-share listed company that are circulating on the Hong Kong Stock Exchange in accordance
with relevant business rules.
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According to the Notice on Issuing the Measures for Implementation of H-share “Full
Circulation” Business (B #MH<HAE [ 29 | EFHE AR>S A)) issued by CSDC and
the Shenzhen Stock Exchange on 31 December 2019 and implemented on the same date, all
cross-border transfer registration, maintenance of depository and holding details, transaction
entrustment and transmission of orders, settlement, management of settlement participants,
services of nominal holders, etc. involved in H-share “full circulation” are subject to the
Measures for Implementation. After having completed relevant information disclosure, the
H-share listed companies with the approval of the CSRC to engage in the H-share “full
circulation” business shall re-register the fully circulated H-shares which are not pledged,
frozen, restricted to transfer to the share register institutions in Hong Kong. Such shares shall
become eligible for listing and circulation on the Hong Kong Stock Exchange. Relevant
securities shall be centrally deposited with CSDC, which, as the nominee for the above
securities, shall be responsible for the maintenance of depository and holding details,
cross-border clearing and settlement business involved in the “full circulation” of H-shares and
provide nominal holder services for investors. H-share Ilisted companies shall obtain
authorization from the investor to select a domestic securities company to participate in the “full
circulation” business of H-shares. Investors shall submit trading orders for “full circulation” of
H-shares through the domestic securities companies. The domestic securities company shall
select a Hong Kong securities company through which the investor’s trading orders will be
reported to the Hong Kong Stock Exchange for trading. Upon completion of the transaction,
CSDC and China Securities Depository and Clearing (Hong Kong) Company Limited shall
handle the cross-border clearing and settlement of the relevant shares and funds. The settlement
currency for the H-share “full circulation” transaction business shall be Hong Kong dollars.

The Guide of Shenzhen Branch of China Securities Depository and Clearing Corporation
Limited to the Program for “Full Circulation” of H-shares (CSDC Shen Ye [2024] No. 66) ({1
B 78 I3 8 ROAS S A IR AR A R RN Ar A W HAR [ 20 | SER5H6 7 ) (120 45 5 TR 3612024166 5%))
and the Guide of China Securities Depository and Clearing (Hong Kong) Company Limited to
the Program for “Full Circulation” of H-shares (CSDC Gang Ye [2024] No. 1) ({(HF & &5
HEHGES)ARAFAHK [ 2] EB M) (b B E#2£[2024]15%)), which were issued by
the Shenzhen Branch of CSDC and China Securities Depository and Clearing (Hong Kong)
Company Limited on 20 September 2024 and implemented on 23 September 2024, respectively,
standardise the processing of related businesses of CSDC, including business preparations,
cross-border transfer registration, initial maintenance of overseas depository and domestic
holding details, changes to domestic holding details, corporate action handling, clearing and
settlement, and risk management, and regulate the procedures for China Securities Depository
and Clearing (Hong Kong) Company Limited in handling maintenance of depository and holding
details, cross-border settlement, and agency services related to H-share ‘“full circulation”
securities on behalf of the CSDC.
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HISTORY AND DEVELOPMENT

OUR HISTORY
Overview

Our Company was founded in 2013. We are a leading designer, manufacturer and
brand-owner of precious metal watches in China. According to the CIC Report, in 2023, our
proprietary flagship brand, HIPINE HIPINE, was the largest domestic gold watch brand in
China’s domestic brand gold watch industry in terms of GMV and the largest 24K gold watch
brand in terms of GMV in China. As a leading designer and manufacturer of previous metal
watches, we have established strong market reputation for meticulously crafted products that are
attuned to the evolving preferences of the market.

As at 27 November 2024, our Controlling Shareholders, comprising Mr. Li YZ, Mr. Hu
Shaohua, Mr. Li Shuo and Mr. Li Linmao, held 29,700,833 Shares in aggregate, representing
approximately 61.60% of equity interest in our Company.

OUR BUSINESS MILESTONES

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

Year Milestone

2013 Established Shenzhen Zunshang Clock & Watch Co., Ltd. (BRI T & 8 % A PR
)

2014 We launched China’s first mass-producible 24K gold watch

2016 Obtained National High-tech Enterprise (I8 5% 87 $2 i1 {>2%) certification

2017 Commenced strategic co-operation with Lao Feng Xiang (& JBE\#£) Watch, our

first ODM customer
Fujian Xipu, one of our subsidiaries, was set up in Fujian Province

2020 Collaborated with “New Classic: Forbidden City” (L I *#{=) to launch
“Zhenxi” () series of watches

2021 Recognised as the “Guangdong Province High Hardness Precious Metal Precision
Smart Watch Engineering Technology Research Center” (J& 3% = i# i & 4 & 45
R BRI Bk TR T L)
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Year Milestone
2022 HIPINE Gold Watch was admitted as a “Shenzhen Famous Brand” (A4 b
J)

Recognised as a “Specialised, Sophisticated, Distinctive and Innovative Small
and Medium-sized Enterprise in Shenzhen” (I TH HAG Fr8 /B 2)

The “ZEN-Sunrise” Watch (ZEN-H iTi{F) won the German iF Design Award
and the US IDEA Design Award

2023 Commenced cooperation with Huawei in the PRC
2024 We won the 23rd “Shenzhen Enterprise Innovation Record” (YA ZEB T RC BR)

The original design “Shenzhen-Shenzhen 2024” (ZEYI-%112024) won the 2024
American MUSE Design Award Gold Award (2024 FH 2 528 4 48), the
2024 American Good Design AGD Platinum Award (20243 B 41 5% 7+ AGD iz /=1 #1
4:4%) and the 2024 FDA French Design Award (First Prize) (2024 FDA % %51
BE(— 55 4E))

The original design “Millennium of Movable Type” (i “FT4) won the 2024
American MUSE Design Award Gold Award (20243 B Wik sl48 4 4%), the
2024 American Good Design AGD Gold Award (20243 B 47 &% 5 AGD#x = 4 5%)

and the 2024 FDA French Design Award (Second Prize) (2024 FDAL B 3% 5t 4%
(@3 3))

OUR GROUP COMPANIES AND THEIR CORPORATE DEVELOPMENT
Our Company
Establishment of Our Company in July 2013
Our Company was founded under its former name, Shenzhen Zunshang Clock & Watch Co.,

Ltd. (I G AR/~ F), as a limited company in the PRC on 15 July 2013 with an
initial registered capital of RMB3 million, all of which was contributed by Mr. Hu.

- 166 -



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.

HISTORY AND DEVELOPMENT

Capital Increase in November 2015

On 25 November 2015, the registered capital of our Company was increased from
RMB3,000,000 to RMB33,000,000, and the increased capital was subscribed for by Mr. Li YZ,
Mr. Hu, Mr. Li Shuo, Mr. Li LM, Qianhai Zunshang, Mr. Li YJ and Ms. Wang Qingqing (Fi&
%), our former employee and former Director. The subscription monies were fully settled on 1

December

2015.

Upon completion of the above capital increase, the shareholding structure of our Company

was as follows:

Registered Corresponding
Capital Equity
Subscribed Interest in
Shareholders for our Company
(RMB) (%)
Mr. Li YZ” 9,900,000 30.00
Mr. Hu'"/ 6,600,000 20.00
Mr. Li Shuo/”’ 6,600,000 20.00
Mr. Li LM 6,600,000 20.00
Qianhai Zunshang’ 2,953,500 8.95
Mr. Li YJ*V 297,000 0.90
Ms. Wang Qingqing®’ 49,500 0.15
Total 33,000,000 100

Notes:

Mr. Li YZ, Mr. Hu and Mr. Li YJ are our executive Directors. Mr. Li Shuo is our deputy general manager.
For more details, please refer to the section headed “Directors, Supervisors and Senior Management” in
this document.

Mr. Li LM is one of our Controlling Shareholders. For more details, please refer to the section headed
“Relationship with our Controlling Shareholders” in this document.

Qianhai Zunshang was set up as an employee shareholding platform in the PRC on 13 November 2015. Mr.
Li YJ (our executive Director and a member of senior management) is the general partner of Qianhai
Zunshang and is responsible for the management of Qianhai Zunshang. As of the Latest Practicable Date,
Qianhai Zunshang has five limited partners, namely, Mr. Chen Jiazhi (B3 %), Ms. Li Lijin (Z#42), Ms.
Qin Yan (8k%), Ms. Wang Qingging (L 757%) and Mr. Zou Jianping (#8%#°F). Mr. Chen Jiazhi is our
employee and the nephew of Mr. Li YZ. Ms. Li Lijin is our employee and the sister of Mr. Li YZ. Ms. Qin
Yan and Mr. Zou Jianping are employees and Supervisors of our Company. As at the Latest Practicable
Date, Mr. Li YJ could exercise all the voting rights of Qianhai Zunshang in our Company.

Ms. Wang Qingqing is our former employee and former Director. As at the Latest Practicable Date, she
was an Independent Third Party.
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Conversion into a Joint Stock Limited Company

Pursuant to the shareholders’ resolutions and the promoters’ agreement both dated 22
January 2016, the then shareholders of our Company agreed to convert our Company into a joint
stock limited liability company with a registered capital of RMB33,000,000 divided into
33,000,000 shares with a nominal value of RMB1 each. The then shareholders and their
respective equity interest in our Company remained unchanged immediately before and after the
said conversion.

Upon completion of the registration with Shenzhen Municipal Administration for Market
Regulation (YN GEBEHR) on 1 February 2016, our Company was renamed to
Shenzhen Junson Gold&Silver-Inlaid Technology Co., Ltd (% i (VEYI)2F 4 3 8- 5 il B 4 A BR A
).

Quotation on the NEEQ in August 2016 and subsequent share subscriptions and share
transfers

On 28 July 2016, our Company received the approval to quote our Shares on the NEEQ. On
12 August 2016, all issued Shares of our Company were quoted for trading on the NEEQ (then
stock code: 838948) (the “First NEEQ Quotation”). During the period of our First NEEQ
Quotation, the following material changes to our shareholdings occurred.

(a) Share Subscription in January 2017

On 18 November 2016, Xianyou Oak, an Independent Third Party investor, agreed to
subscribe for 3,666,667 Shares, representing 10.00% of the enlarged share capital of our
Company, at a consideration of RMB50,001,238, the consideration of which was determined
based on arm’s length negotiation among the parties and with reference to the prospect of our
business at that time, our market comparables and our net asset value as at 30 June 2016.
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Upon completion of the said share subscription on 9 January 2017, the shareholding

structure of our Company was as follows:

Number of

Corresponding
Equity
Interest in

Shareholders Shares held our Company

(%)
Mr. Li YZ 9,900,000 27.00
Mr. Hu 6,600,000 18.00
Mr. Li Shuo 6,600,000 18.00
Mr. Li LM 6,600,000 18.00
Xianyou Oak 3,666,667 10.00
Qianhai Zunshang 2,953,500 8.05
Mr. Li YJ 297,000 0.81
Ms. Wang Qingqing 49,500 0.14
Total 36,666,667 100

(b) Change of Shareholding in November and December 2017

On 27 November 2017, Qushi Yuling purchased from Xianyou Oak 1,018,000 Shares at a
consideration of RMB14,984,960. On 8 December 2017, Yiling Zhicheng purchased from
Xianyou Oak 2,648,667 Shares at a consideration of RMB38,988,378.24. The transfers were
conducted by the buyers and Xianyou Oak through the NEEQ system, and as far as our

Company is aware, each of the buyers was an Independent Third Party investor and the

considerations were determined based on arm’s length negotiation among the Xianyou Oak and

the buyers with reference to the consideration paid in the Share subscription in January 2017.

Subsequent to the equity transfers, Xianyou Oak ceased to have any equity interest in our

Company.
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(c) Share Subscription in May 2018

On 22 January 2018, Ms. Fan Rongfang (8#¢J5) (“Ms. Fan”), an Independent Third Party
investor, agreed to subscribe for 1,913,333 Shares (representing 4.96% of our enlarged Share
Capital) at a consideration of RMB28,164,261.76, which was determined after arm’s length
negotiation between Ms. Fan and our Company with reference to our net asset value as at 31
December 2016, and the consideration paid in the changes in shareholding in November and
December 2017. The consideration was fully settled by 13 February 2018. Upon completion of
the said Share subscription on 29 May 2018, the registered capital of our Company was
RMB38,580,000 divided into 38,580,000 Shares with a nominal value of RMBI1 each, and the
shareholding structure of our Company was as follows:

Corresponding

Approximate

Equity

Number of Interest in

Shareholders Shares held our Company
(%)

Mr. Li YZ 9,900,000 25.66
Mr. Hu 6,600,000 17.11
Mr. Li Shuo 6,600,000 17.11
Mr. Li LM 6,600,000 17.11
Qianhai Zunshang 2,953,500 7.65
Yiling Zhicheng”’ 2,648,667 6.86
Ms. Fan 1,913,333 4.96
Qushi Yiling®’ 1,018,000 2.64
Mr. Li YJ 297,000 0.77
Ms. Wang Qingqing 49,500 0.13
Total 38,580,000 100

Notes:

1. Yiling Zhicheng was established as a limited partnership in the PRC on 14 June 2017. As at the Latest
Practicable Date, Yiling Zhicheng is owned as to 5.77% by Yiling (Beijing) Asset Management Co., Ltd.
(AL ) EARE HA BR A F]) (“Yiling Asset Management™), an Independent Third Party, as its general
partner, and 94.23% owned by eight limited partners which are Independent Third Parties. And none of the
limited partners holds more than one third of partnership interests.

2. Qushi Yiling was established as a limited partnership in the PRC on 7 July 2017. As at the Latest
Practicable Date, Qushi Yiling is owned as to 1.00% by Yiling Asset Management as its general partner
and 99% owned by its 43 limited partners which are Independent Third Parties and none of the limited
partners holds more than one third of partnership interests.
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(d) Share Subscription in September 2018

On 15 June 2018, Lanxi Jiuhe, an Independent Third Party investor, agreed to subscribe for
1,600,000 Shares at a consideration of RMB23,552,000, and Deyue Jiufan, an Independent Third
Party investor, agreed to subscribe 400,000 Shares issued by our Company at a consideration of
RMB5,888,000, representing approximately 3.94% and 0.99% of our issued Share capital as
enlarged by the share subscription. The considerations were determined after arm’s length
negotiation among the parties with reference to our net asset value as at 31 December 2017, and
the consideration paid in the Share subscription in May 2018. The considerations were fully
settled by 27 July 2018. Immediately after the Share subscription, the registered capital of our
Company increased to RMB40,580,000 divided into 40,580,000 Shares with a nominal value of
RMBI1 each.

Withdrawal from the NEEQ in May 2019 and Name Change

For the purpose of preparing for a potential [REDACTED] on a PRC securities exchange,
the then Shareholders resolved on 21 January 2019 to withdraw from quotation on the NEEQ
(the “First NEEQ Withdrawal”). Immediately prior to the First NEEQ Withdrawal, the then
shareholding structure of our Company was as follows:

Corresponding

Approximate

Equity

Number of Interest in

Shareholders Shares held our Company
(%)

Mr. Li YZ 9,900,000 24.40
Mr. Hu 6,600,000 16.26
Mr. Li Shuo 6,600,000 16.26
Mr. Li LM 6,600,000 16.26
Qianhai Zunshang 2,953,500 7.28
Yiling Zhicheng 2,648,667 6.53
Ms. Fan 1,913,333 4.72
Lanxi Jiuhe 1,600,000 3.94
Qushi Yiling 1,018,000 2.51
Deyue Jiufan 400,000 0.99
Mr. Li YJ 297,000 0.73
Ms. Wang Qingqing 49,500 0.12
Total 40,580,000 100

The First NEEQ Withdrawal took effect on 14 May 2019.
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On 13 April 2020, our Company changed its name to Shenzhen Chuanjindaiyin Technology
Co., Ltd. (TRIIZF & B BB LA R A 7).

The preparations for a potential [REDACTED] on the Shenzhen Stock Exchange ChiNext
market in the PRC commenced around the same time of our First NEEQ Withdrawal. However,
taking into account a number of factors including (i) the general sentiments of the PRC domestic
capital market at the time, (ii) the then industry condition, the [REDACTED] plan was
suspended. No formal [REDACTED] application was made with the said PRC securities
exchange.

We subsequently commenced preparations for seeking a [REDACTED] of our Shares on
the Beijing Stock Exchange (the “BSE”). According to the Stock Listing Rules of the Beijing
Stock Exchange ( {dtIti& %35 s B i #iHI) ), [REDACTED] applicants on the BSE are
required to be listed on the NEEQ Innovation Tier continuously for at least 12 months. To fulfill
the prerequisite for [REDACTED] on the BSE, the then Shareholders resolved to apply for the
quotation of our Shares on the NEEQ.

NEEQ Quotation in August 2022

On 29 July 2022, our Company received the approval to quote our Shares on the NEEQ,
and on 18 August 2022, all issued Shares of our Company were quoted for trading on NEEQ
(then stock code: 873888) (the “Second NEEQ Quotation™). During the period of the Second
NEEQ Quotation, the following major changes to our shareholdings occurred.

(a) Transfer of Shares in October 2022

On 19 October 2022, Ms. Fan transferred 750,000 Shares in our Company through the
NEEQ system to Jingcheng Times, an Independent Third Party investor, at a consideration of
RMB13,305,000. According to information available to our Company, the consideration was
determined based on arm’s length negotiation among the parties, with reference to our net asset
value as at 31 December 2021, and the consideration was fully settled on the same date.

(b) Share Subscription and Transfer of Shares between April and June 2023

Pursuant to equity transfer agreements dated 20 April 2023, Jinyingu Investment, an
Independent Third Party investor, acquired 1,600,000 Shares and 400,000 Shares in our
Company from Lanxi Jiuhe and Deyue Jiufan at considerations of RMB25,632,000 and
RMB6,408,000, respectively. The considerations were determined reference to the subscription
price of our Shares paid by Jinyingu Investment in the subscription as described below. The
considerations were fully settled on 26 April 2023 and 27 April 2023, respectively.
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On 18 April 2023, Jinyingu Investment agreed to subscribe for not more than 7,645,000
Shares (representing 15.85% of our enlarged Share capital after completion of the subscription)
at a consideration of not more than RMB122,472,900 with reference to the valuation of our
Group as at 30 September 2022 based on a valuation report prepared by an independent valuer.
The RMB122,472,900 consideration was fully settled on 16 June 2023 and 7,645,000 Shares
were issued to Jinyingu Investment.

As a result of the subscription of Shares by Jinyingu Investment, the registered capital of
our Company increased to RMB48,225,000 divided into 48,225,000 Shares with a nominal value
of RMBI1 each. Subsequent to the equity transfers, Lanxi Jiuhe and Deyue Jiufan ceased to be
our Shareholders.

Upon completion of the disposals by Ms. Fan, Share subscription by Jinyingu Investment
and transfer of Shares on 11 July 2023, the shareholding structure of our Company was as

follows:
Corresponding
Approximate
Equity
Number of Interest in
Shareholders Shares held our Company
(%)

Mr. Li YZ 9,900,000 20.53

Jinyingu Investment”’ 9,645,000 20.00

Mr. Hu 6,600,000 13.69

Mr. Li Shuo 6,600,000 13.69

Mr. Li LM 6,600,000 13.69

Qianhai Zunshang 2,953,500 6.12

Yiling Zhicheng 2,648,667 5.49

Ms. Fan 1,163,333 2.41

Qushi Yiling 1,018,000 2.11

Jingcheng Times®’ 750,000 1.55

Mr. Li YJ 297,000 0.62

Ms. Wang Qingqing 49,500 0.10

Total 48,225,000 100

Notes:

1. Based on information available to our Company, Jinyingu Investment is ultimately owned by the
State-owned Assets Supervision and Administration Commission of Putian Municipal People’s Government
(HHTARBTREEESEEEHES ).

2. Jingcheng Times is an Independent Third Party investor.
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Withdrawal from the NEEQ in November 2024

For the reasons described in “— Previous PRC [REDACTED] Application Tutorings”
below, we adjusted our [REDACTED] plan to seek a [REDACTED] on the Stock Exchange
instead of the BSE, and on 21 August 2024, the shareholders’ resolutions regarding the voluntary
withdrawal of our Company from the NEEQ (the “Second NEEQ Withdrawal”) were passed at
a shareholders’ general meeting.

During the period of our Second NEEQ Quotation, some new minority Shareholders
purchased our Shares in the secondary market. Below table shows the then shareholding
structure of our Company immediately prior to the Second NEEQ Withdrawal:

Corresponding
Approximate
Equity
Number of Interest in
Shareholders Shares held our Company
(%)
Mr. Li YZ/) 7 9,900,000 20.53
Jinyingu Investment 9,645,000 20.00
Mr. Hu"/ 6,600,000 13.69
Mr. Li Shuo”’ 6,600,000 13.69
Mr. Li LM 6,600,000 13.69
Qianhai Zunshang’ 2,953,500 6.12
Yiling Zhicheng® 2,023,771 4.20
Qushi Yiling’ 1,018,000 2.11
Jingcheng Times 750,000 1.55
Ms. Chen Qiuhong (FfFKAL) 663,586 1.38
Mr. Li YJ™ 297,000 0.61
Ms. Fan 236,128 0.49
Ms. Wang Qingqing®’ 49,500 0.10
Other Shareholders® (7 888,515 1.84
Total 48,225,000 100
Notes:
1. Mr. Li YZ, Mr. Hu and Mr. Li YJ are our executive Directors. Mr. Li Shuo is our deputy general manager.

For more details, please refer to the section headed “Directors, Supervisors and Senior Management” in
this document.

2. Mr. Li LM is one of our Controlling Shareholder. For more details, please refer to the section headed
“Relationship with our Controlling Shareholders” in this document.
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3. Qianhai Zunshang was set up as an employee shareholding platform in the PRC on 13 November 2015. Mr.
Li YJ (our executive Director and a member of senior management) is the general partner of Qianhai
Zunshang and is responsible for the management of Qianhai Zunshang. As of the Latest Practicable Date,
Qianhai Zunshang has five limited partners, namely, Mr. Chen Jiazhi (7% %), Ms. Li Lijin (Z7% %), Ms.
Qin Yan (2k%%), Ms. Wang Qingging (£ i%75) and Mr. Zou Jianping (##°F). Mr. Chen Jiazhi is our
employee and the nephew of Mr. Li YZ. Ms. Li Lijin is our employee and the sister of Mr. Li YZ. Ms. Qin
Yan and Mr. Zou Jianping are employees and Supervisors of our Company. Ms. Wang Qingqing is our
former employee and former Director. As at the Latest Practicable Date, Mr. Li YJ could exercise all the
voting rights of Qianhai Zunshang in our Company.

4. Yiling Zhicheng was established as a limited partnership in the PRC on 14 June 2017. As at the Latest
Practicable Date, Yiling Zhicheng is owned as to 5.77% by Yiling Asset Management, an Independent
Third Party, as its general partner, and 94.23% owned by eight limited partners which are Independent
Third Parties. None of the limited partners holds more than one third of partnership interests.

5. Qushi Yiling was established as a limited partnership in the PRC on 7 July 2017. As at the Latest
Practicable Date, Qushi Yiling is owned as to 1.00% by Yiling Asset Management as its general partner
and 99% owned by its 43 limited partners which are Independent Third Parties and none of the limited
partners holds more than one third of partnership interests.

6. To the best knowledge of our Directors after making due enquiries, Ms. Fan, Ms. Chen Qiuhong (BRFKAL),
Ms. Wang Qingqing and the other 17 Shareholders as at the date of the Second NEEQ Withdrawal were
Independent Third Parties.

7. Subsequent to the Second NEEQ Withdrawal, 833 Shares held by eight other Shareholders has been
repurchased by Mr. Li YZ, one of our Controlling Shareholders, which has been completed on 27
November 2024.

The Second NEEQ Withdrawal was implemented around the time we commenced our
preparation of our [REDACTED] on the Stock Exchange. On 15 November 2024, our Shares
were withdrawn from quotation on the NEEQ. As a protective measure for minority shareholders
of the Company who did not vote for the Second NEEQ Withdrawal, Mr. Li YZ repurchased an
aggregate of 833 Shares from eight Shareholders who decided not to continue with their
investments in the Company, representing approximately 0.0017% of the entire issued Share
capital of the Company as at the date of the Second NEEQ Withdrawal, at a total repurchase
price of RMB42,280. Such considerations were determined based on arm’s length negotiations
between Mr. Li YZ and the individual Shareholders who participated in the repurchase with
reference to the latest quoted prices of the Company prior to the Second NEEQ Withdrawal and
taking into account the said Shareholders’ wishes to recoup the value of their individual
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investments into our Company. The considerations were fully settled on 27 November 2024.
Upon completion of the Second NEEQ Withdrawal and as at 27 November 2024, the
shareholding structure of our Company was as follows:

Corresponding

Approximate

Equity

Number of Interest in

Shareholders Shares held our Company
(%)

Mr. Li YZ(/) 7 9,900,833 20.53
Jinyingu Investment 9,645,000 20.00
Mr. Hu'"/ 6,600,000 13.69
Mr. Li Shuo'”’ 6,600,000 13.69
Mr. Li LM® 6,600,000 13.69
Qianhai Zunshang'”’ 2,953,500 6.12
Yiling Zhicheng®’ 2,023,771 4.20
Qushi Yiling®’ 1,018,000 2.11
Jingcheng Times 750,000 1.55
Ms. Chen Qiuhong (KAL) 663,586 1.38
Mr. Li YJ 297,000 0.61
Ms. Fan® 236,128 0.49
Ms. Wang Qingqing®’ 49,500 0.10
Other Shareholders/” 7/ 887,682 1.84
Total 48,225,000 100

Note: Please refer to notes as mentioned in “— Withdrawal from the NEEQ in November 2024 above. Save as

disclosed in this document, each of Shareholders is an Independent Third Party.
Our Subsidiaries
Since the establishment of our Company in 2013, we have sought to expand our presence in
the PRC and to enhance our manufacturing and research and development capabilities. We have

established various subsidiaries primarily to manage our production and sales base in Fujian
Province, and to expand our sales network in Hainan province.
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The details of our subsidiaries from the start of the Track Record Period and up to the
Latest Practicable Date are as follows:

Major

shareholding

changes

Place and date of Equity interest during the

Company Establishment and held by  Track Record

Name registered capital Principal Activity our Company Period

Fujian Xipu PRC, 9 May 2017, Manufacturing and sales 100% None
RMB102 million of accessories

Hainan Hipine PRC, 7 November 2023,  No business operation 100% None

RMB18 million

There has been no change to the registered capital of the above subsidiaries since the dates
of their respective establishment.

COMPLIANCE WITH LAWS AND REGULATIONS

All the abovementioned capital increases and equity transfers of our Company and our
subsidiaries are effective, legally completed, duly settled and in compliance with the PRC laws
and regulations, and all permits, authorisations, approvals and consents necessary for the above
transactions have been obtained from the relevant PRC governmental authorities.

REASONS FOR THE FIRST AND SECOND NEEQ WITHDRAWAL

The First NEEQ Withdrawal was initiated with an aim to seek a [REDACTED] on a PRC
securities exchange, however the planned application to listing did not proceed further due to
factors as mentioned in “— Withdrawal from the NEEQ in May 2019 and Name Change” above.

After due consideration by the Directors and after discussions among the Shareholders, our
Company decided to prepare for a listing on the BSE in the beginning of 2022. The Directors
ultimately decided in the first half of 2024 that the [REDACTED] venue for our Shares should
be the Stock Exchange in lieu of the BSE, and the Directors believed that if [REDACTED] on
the Stock Exchange, this would allow our Company to benefit from the following advantages:
(a) our competitive strengths can be compared with its peers that are also [REDACTED] on the
Stock Exchange and be more readily recognised by [REDACTED], (b) our Company would be
able to more readily raise funds, either in equity or in debt, to continuously support our business
growth, (¢) our [REDACTED] would be more readily able to execute on market disposal to
realise their [REDACTED], (d) the Company would be able to align itself with national policies
that encourages PRC enterprises to [REDACTED] on the Stock Exchange, and (e) the Company
would be able to leverage on the international status of the Stock Exchange to better implement
its business strategy to expand into overseas markets. Taking into account numerous factors
including the compliance obligations after our [REDACTED] on the Stock Exchange, the
Directors decided to withdraw the quotations of our Shares on the NEEQ.
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As confirmed by our PRC Legal Advisers, the withdrawal from the NEEQ was duly
completed and all applicable approvals have been obtained, our Company, its subsidiaries and
their then directors had not been subject to any disciplinary action by any relevant law
enforcement authority or regulator.

Our Directors confirmed that during our quotations on the NEEQ, (i) our Company had
been operating in compliance with all applicable PRC securities laws and regulations as well as
rules and regulations of the NEEQ in all material respects; (ii) our Company, the Directors and
subsidiaries had not been subject to any administrative penalty by the NEEQ or the CSRC; and
(iii) there has not been any matter that should be brought to the attention of the Stock Exchange
and the Shareholders.

Based solely on the facts known to the Sole Sponsor through conducting reasonable due
diligence in the circumstances, namely: (a) with the assistance of the PRC legal adviser to the
Sponsor, reviewing relevant filings and announcements published on the website of the NEEQ
during the two periods of our quotation on the NEEQ up to our Second NEEQ Withdrawal; (b)
with the assistance of the PRC legal adviser to the Sole Sponsor, reviewing the background
search results on our Company conducted by an independent search agent; (c) making due
diligence enquires with our Company with a view to understanding the rationale for the First and
Second NEEQ Withdrawal and confirming whether there have been any non-compliance
incidents in relation to the quotations on and the withdrawals from the NEEQ; and (d) with the
assistance of the PRC legal adviser to the Sole Sponsor, reviewing the PRC legal opinion
prepared by our PRC Legal Adviser, according to which we had not been subject to
administrative penalty by the NEEQ or the CSRC during the periods of our [REDACTED] on
the NEEQ up to the Second NEEQ Withdrawal, and on the basis that there was no
misrepresentations or omissions to the Sole Sponsor’s due diligence inquiries, nothing has come
to the attention of the Sole Sponsor that would lead it to cast doubts on the Directors’
confirmations or the views of our PRC Legal Adviser above.

PREVIOUS PRC LISTING APPLICATION TUTORINGS

As mentioned in “— Withdrawal from the NEEQ in May 2019 and Name Change” above, to
explore the possibility of listing our Shares on a securities exchange in the PRC, between
December 2019 and July 2023, we engaged Minsheng Securities Co., Ltd. (A& 7 0 A R
F]) as a tutoring agency to explore the possibility of listing our Shares on the Shenzhen Stock
Exchange ChiNext market in the PRC and also for our Second NEEQ Quotation. In the view of
our strategic development and completion of our Second NEEQ Quotation in July 2023, we
terminated our engagement with Minsheng Securities Co., Ltd. and engaged Guoyuan Securities
Company Limited (BJCi#EZKMAPL/AF]) as a tutoring agency to provide guidance and
preliminary compliance advice with regard to the requirements of the CSRC and the BSE, the
notices of which were published on the NEEQ in August and September 2023 (together the
“PRC Listing Plan”).
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However, for the reasons as set out in “— Reasons for the First and Second NEEQ
Withdrawal” in this section, we decided not to proceed with the preparation for listing on the
BSE, and voluntarily terminated our tutoring with Guoyuan Securities Company Limited by way
of entering into a tutoring termination agreement dated 19 November 2024. The aforesaid
preliminary tutoring filings were an administrative step for listing preparation and did not
constitute formal listing applications.

As at the Latest Practicable Date, save for filings made for the NEEQ Quotations in August
2016 and August 2022, we had not filed any formal listing application with the CSRC, any stock
exchange or any other regulatory authority in the PRC. To the best of their knowledge,
information and belief, our Directors have confirmed that there are no disagreements with the
tutoring agencies of the PRC Listing Plan, and they are not aware of any other matters that need
to be brought to the attention of the Stock Exchange and investors in relation to preliminary
tutoring filing or the PRC Listing Plan.

Based on the independent due diligence work conducted and the information and
representation given to the Sole Sponsor, the Sole Sponsor is not aware (i) any material issues
relating to the PRC Listing Plan which may materially and adversely affect the Company’s
suitability for the [REDACTED], or (ii) any other matter which need to be brought to the
attention of the Stock Exchange regarding the PRC Listing Plan.

CONCERT PARTY AGREEMENTS

Mr. Li YZ, Mr. Hu, Mr. Li Shuo, Mr. Li LM have been acting in concert with each other
and collectively controlled, managed and supervised the entire business, operation, financial and
other key aspects of our Group since Mr. Li YZ, Mr Li Shuo and Mr. Li LM became our
Shareholders in November 2015, with Mr. Hu being the founder of our Company.

They entered into the Concert Party Agreement on 22 January 2016 and Supplemental
Concert Party Agreements in 1 January 2021 and 12 July 2023 (collectively, the “Concert Party
Agreements”). Pursuant to the Concert Party Agreements, Mr. Li YZ, Mr. Hu, Mr. Li Shuo, Mr.
Li LM agreed to act in concert at shareholders’ meetings of our Company since the date of the
Concert Party Agreement. If they fail to reach a consensus, Mr. Li YZ has the final
decision-making power.

As at the Latest Practicable Date, Mr. Li YZ, Mr. Hu, Mr. Li Shuo and Mr. Li LM were
entitled to exercise the voting rights attaching to approximately 20.53%, 13.69%, 13.69% and
13.69% of the total issued Shares of our Company, respectively. Immediately after the
completion of the [REDACTED] (assuming that the [REDACTED] is not exercised), Mr. Li
YZ, Mr. Hu, Mr. Li Shuo, Mr. Li LM will be collectively entitled to exercise the voting rights
attaching to approximately [REDACTED]% of the total issued Shares of our Company. As such,
Mr. Li YZ, Mr. Hu, Mr. Li Shuo and Mr. Li LM, as a group of shareholders acting in concert
pursuant to the Concert Party Agreements will be our Controlling Shareholders upon
[REDACTED]. For further details, refer to “Relationship with our Controlling Shareholders” in
this document.
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CONVERSION OF DOMESTIC SHARES INTO H SHARES

Our Company has, at per of the instructions of the Shareholders, applied for the conversion
of all Domestic Shares into H Shares. The conversion of Domestic Shares into H Shares will
involve an aggregate of [REDACTED] Domestic Shares held by all of our Shareholders. The
conversion of Domestic Shares into H Shares has been approved by the CSRC on [@].

SHAREHOLDING STRUCTURE OF OUR COMPANY

The table below is a summary of the shareholding structure of our Company (i) as at 27
November 2024 and (ii) following the completion of the [REDACTED] and the Conversion of
Domestic Shares into H Shares (assuming the [REDACTED] is not exercised):

Immediately following the
completion of the
[REDACTED] and

Conversion of the Domestic

Shares into H Shares
(Assuming the

As at [REDACTED] is not
27 November 2024 exercised)
Approximate

Percentage Approximate

of Percentage

Shareholding of

in the Shareholding

Number of Domestic Number of in the

Shareholder Shares Shares Shares H Shares

(%) (%)

Mr. Li YZP7 9,900,833 20.53% [REDACTED] [REDACTED]

Jinyingu Investment 9,645,000 20.00% [REDACTED] [REDACTED]

Mr. Hu'”’ 6,600,000 13.69% [REDACTED] [REDACTED]

Mr. Li Shuo/”’ 6,600,000 13.69% [REDACTED] [REDACTED]

Mr. Li LM 6,600,000 13.69% [REDACTED] [REDACTED]

Qianhai Zunshang”’ 2,953,500 6.12% [REDACTED] [REDACTED]

Yiling Zhicheng® 2,023,771 4.20% [REDACTED] [REDACTED]

Qushi Yiling™’ 1,018,000 2.11% [REDACTED] [REDACTED]

Jingcheng Times 750,000 1.55% [REDACTED] [REDACTED]
Ms. Chen Qiuhong

(BREKEL)@ 663,586 1.38% [REDACTED] [REDACTED]

Mr. Li YJ 297,000 0.61% [REDACTED] [REDACTED]

Ms. Fan® 236,128 0.49% [REDACTED] [REDACTED]

Ms. Wang Qingqing® 49,500 0.10% [REDACTED] [REDACTED]

Other Shareholders 887,682 1.84% [REDACTED] [REDACTED]

[REDACTED] H
Shareholders

[REDACTED] H Shares
under the [REDACTED]

— [REDACTED] [REDACTED]

Note: Please refer to notes as mentioned in “— Withdrawal from the NEEQ in November 2024” above.
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MAJOR ACQUISITIONS, MERGERS AND DISPOSALS

Throughout the Track Record Period and as of the Latest Practicable Date, we did not
conduct any major acquisitions, mergers or disposals.

LOCK-UP PERIODS

See “Share Capital — Lock-up Periods” for lock-up arrangements of our existing
Shareholders after the [REDACTED].

CSRC FILING

On 17 February 2023, the CSRC promulgated the CSRC Filing Rules. The New Regulations
will comprehensively improve and reform the existing regulatory regime for overseas offering
and listing of the PRC domestic companies’ securities and will regulate both direct and indirect
overseas offering and listing of PRC domestics companies’ securities by adopting a filing-based
regulatory regime. Pursuant to the CSRC Filing Rules, PRC domestic companies that seek to
offer and list securities in overseas markets, either in direct or indirect means, are required to
fulfil the CSRC Filings procedure with the CSRC and report relevant information. According to
our PRC Legal Adviser, we are subject to the filing procedure and reporting with the CSRC
according to the CSRC Filing Rules.

On 3 December 2024, we submitted the CSRC Filings to the CSRC to apply for the
[REDACTED] of the H Shares (including H Shares to be converted from Domestic Shares) on
the Stock Exchange and the [REDACTED], and the CSRC accepted the CSRC Filings on 28
January 2025. The CSRC published the notification on completion of the CSRC Filings
procedures on [@]. By issuing such notification, the CSRC only confirms the completion of the
CSRC Filings procedures by the Company, but does not provide any confirmation as to the
[REDACTED] of the H Shares or the [REDACTED] to the [REDACTED]. The CSRC does not
accept any responsibility for the accuracy or completeness of any of the statements made or
opinions expressed in the CSRC Filings or this document.

As advised by our PRC Legal Adviser, we [have completed] all relevant CSRC filings for
the [REDACTED] of [REDACTED] and [REDACTED], and no other approval from the CSRC
is required to be obtained before the [REDACTED]. See “Regulatory Overview — Laws and
Regulations Relating to Overseas Listing” for further details.
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PUBLIC FLOAT

So far as our Directors are aware, immediately following the completion of the
[REDACTED] (assuming the [REDACTED] is not exercised), the Shares held by our core
connected persons, representing [REDACTED]% of the issued share capital of our Company,
will not be counted towards the public float for the purpose of Rule 8.08 of the Listing Rules
after the [REDACTED] (assuming the [REDACTED] is not exercised). Details of Share capital
that will not be regarded as public float are set out below:

(a) Mr. Li YZ, Mr. Hu, Mr. Li Shuo, Mr. Li LM, being our Controlling Shareholders, are
core connected persons of our Company, and will hold approximately
[REDACTED]% in aggregate of the total issued Shares of our Company;

(b) Jinyingu Investment, being our substantial Shareholder, is a core connected person of
our Company, and will hold approximately [REDACTED]% of the total issued Shares
of our Company;

(c) Mr. Li YJ is a Director and therefore a core connected person of our Company, will
hold approximately [REDACTED]% of the total issued Shares of our Company; and

(d) Qianhai Zunshang, by virtue of Mr. Li YJ being able to exercise all of its voting rights
in our Company, is an associate of Mr. Li YJ, and Qianhai Zunshang will hold
approximately [REDACTED]% of the total issued Shares of our Company.

Assuming that the [REDACTED] are [REDACTED] and [REDACTED] to [REDACTED]
Shareholders, and assuming that the [REDACTED] is not exercised, at least [REDACTED]% of

our Company’s total number of issued Shares will be held by the public upon completion of the
[REDACTED] in accordance with Rule 8.08(1)(a) of the Listing Rules.
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OVERVIEW

We are a leading designer, manufacturer and brand-owner of precious metal watches in
China. During the Track Record Period, our revenue was primarily derived from the sales of
precious metal watches designed and manufactured under our flagship proprietary brand
“HIPINE” (Pi#JE). Our self-branded products are principally sold through our distribution
network, supplemented by sales through, among others, our self-operated online stores,
third-party online store operators and retail stores. We also derived revenue by serving as an
ODM manufacturer for third-party domestic jewellery brands and wholesalers, including
developing and manufacturing precious metal watches and accessories under their labels and
providing subcontract processing services to them. During the Track Record Period, our ODM
customers included various renowned domestic jewellery brands, such as Lao Feng Xiang, Sino
Gem and Chow Tai Seng, with whom we have formed long-term and stable supply relationships.
According to CIC, in 2023, HIPINE was the largest domestic gold watch brand in terms of GMV
and the largest 24K gold watch brand in terms of GMV in China, with market shares of 24.98%
and 35.83% in terms of GMV of domestic brand gold watches and GMV of 24K gold watches,
respectively.

Guided by our brand mission (i f#i#) to “Reconceptualise gold through technological
innovation” (FLMUAIH - EMHEE ) in order to become the trusted and favourite gold watch
brand of the masses (J&/5%& A WE{EHE B A5 &M &M M), we focus on creating products
that go beyond mere inheritance of the past, and are dedicated to integrating traditional
watchmaking with contemporary design and materials, which is supported by our technical
expertise and production experience, to produce new products which are catered to the latest
consumer demands and market trends. At the heart of our watchmaking expertise lies our
proprietary technology for hardening 24K gold (i.e. our supramolecular gold hardening
technology (#8743 F 4z FflT)). This technology, among others, has enabled us to overcome the
inherent softness and malleability challenges of 24K gold, allowing for the precise and
consistent manufacturing of gold watches. According to CIC, we are the first brand owner in
China who (i) specialises in the design and manufacturing of 24K gold watches; and (ii) has
applied supramolecular gold hardening technology to the manufacturing of 24K gold watches.
Remarkably, leveraging our advanced technological capabilities in hardening 24K gold, a
landmark achievement was reached with our launch of China’s first mass-producible 24K gold
watch in 2014. We believe this has established our leading position in the domestic brand gold
watch and 24K gold watch making industries in China. Riding on the emerging new trend of
gold watches equipped with intelligent features in the PRC as technology progresses and
consumer interest in smart products intensified according to CIC, we achieved another
breakthrough in 2023 by launching a new collection of 24K gold smart watches incorporated
with smart movements of Huawei, which is a leading global Chinese technology company
recognised for its cutting-edge 5G technology.
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Our unwavering commitment to R&D and innovation is evidenced by the numerous patents
our products and technologies have received over the years. Specifically, as at 31 December
2024, we had a portfolio of 23 invention patents, 57 utility model patents and 117 design
patents. See
recognised as a high-tech enterprise (F#T#¢flI{>3£) by the Shenzhen Science and Technology
Innovation Commission (IR 8IH1Z & €), Shenzhen Municipal Finance Bureau (YT
A JR)) and State Taxation Administration Shenzhen Tax Bureau (B #i %548 J5 R YIFL ),
and a “Specialised, Sophisticated, Distinctive and Innovative SME in Shenzhen” (GEYN T HAE 45
# /N 2E) by the Shenzhen Municipal Industry and Information Technology Bureau (YT T
¥F115 E1LJR). Our R&D efforts have also enabled us to launch a range of innovative smart

watch collections in 2023 and 2024. This include 24K gold, silver, platinum and gemstone

— Intellectual Property” for details. Furthermore, since 2022, we have been

models, all of which feature smart movements of Huawei.

We also actively engage in the development of national and industry guidelines, playing a
pivotal role in shaping crucial standards including “24K Gold Watches” ({24 F#&)), “Watches
Using Gemstones and Precious Metals” (i i {7 Fl & 4 J& 1) F-8%)), “General Requirements
and Test Methods for Watch Case Components Made of Hard Materials” ({F IR #5 A A1 L 5 4
1) F $k MBI — M B R At B 7715 ) ), “Reliability Test Methods for Watch Movements” ({F#k
#E.O AT FEMERBE 7735)), and “Technical Specifications for After-Sales Repair and Maintenance
Services” ((SEERBERMEBEMFHMAIE)). Our active involvement in these industry-shaping
efforts reflects our expertise in gold watchmaking technologies and quality control processes,
and our commitment to elevating standards across the gold watch manufacturing sector in China.

Our product portfolio is centred around our flagship proprietary watch brand, HIPINE
HIPINE, which has been recognised as a “Shenzhen Top Brand” (FYIHIZ M) by the
Shenzhen Top Brand Evaluation Committee (FRYIFI4 i ETFEZ B €) since 2022, and the 3rd
Shenzhen Top Hundred Brands (%5 = )&l RYIl % 7 #2 /25€) by the Shenzhen Quality Promotion
Association (I TE &3 Hi fE#E€) in 2024. Our HIPINE brand is dedicated to showcasing the
pinnacles of fine craftsmanship and innovative design. We are committed to fuse precious metal
watches with innovation, artisanship and culture resonance, which is evidenced by the numerous
design awards we won throughout our operating history, including but not limited to the Paris
DNA Design Award in 2020, the German iF Design Award and the US International Design
Excellence Award (IDEA) (2022 Finalist) in 2022, and the 2024 MUSE Design Awards — Gold
Winner (20243 B 2 5588 42 48), the 2024 American Good Design Gold and Platinum Awards
(2024 £ B 55 AGD 4 3% e e =i 8142 48) and the 2024 French Design Award (2024 FDA B 5%
#F4€) in 2024. Our relatively new line of smart precious metal watches was also honoured with
both the “Technology Innovation Award” (B4 £I#74%) and the “Technology Public Welfare
Award” (FH% /A %5 8%) by the Shenzhen Association for Promoting High-Tech Enterprise
Collaborative Innovation (FEYITH = B A 2E 15 [A] 81T 2 #E €5) in 2024. Moreover, we obtained
exclusive intellectual property rights to incorporate cultural elements from The Palace Museum
of Beijing and other renowned museums and galleries into our watch and accessories collections,
and we were the designated producer of precious metal licensed products for the 2022 Beijing
Winter Olympic Games. We believe that these accolades and achievements are testaments to the
recognition of well-known institutions of our Group’s focus on design innovation, technical
mastery and craftsmanship.
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We believe we have built a robust and scalable business model centred around the sale of
our self-branded products through an extensive network of domestic distributors. Our
relationship with our primary distributors is principal-to-principal in nature, and our distribution
model is underpinned by the arrangement whereby we sell our OBM products directly to our
primary distributors, which principally distribute the merchandise to sub-distributors and retail
store operators. This strategic approach has allowed us to efficiently access a geographically
dispersed customer base, with our OBM products distributed through over 3,000 offline Retail
Outlets nationwide during the Track Record Period. Over the years, we have also cultivated a
mutual feedback mechanism with our primary distributors, which has enabled us to receive
market insights from our distributors in a timely manner, remain sensitive to changes in end
consumer preferences and market trends, and effectively leverage our distribution channels to
rapidly respond to these changes and optimise operational efficiency. We believe this broad
distribution footprint will continue to facilitate deep market penetration and enhance brand
visibility of our products across China’s diverse consumer landscape.

In addition to our domestic efforts, we have been actively exploring opportunities to
expand our presence into overseas markets. In FY2024, we took a significant step forward by
partnering with an experienced distributor and retailer in Malaysia for the distribution and retail
of our HIPINE watch products throughout the country. Building on this overseas expansion
momentum, over the next few years we will seek to expand our footprint in the Middle East.
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Our revenue increased from RMB323.70 million in FY2022 to RMB445.48 million in
FY2023, and further increased to RMB456.6 million in FY2024. We recorded net profit of
RMB24.54 million, RMB52.10 million and RMB49.3 million in FY2022, FY2023 and FY2024,
respectively. The following table sets forth a breakdown of our revenue generated by product
type for the years indicated:

FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Watches?
— Traditional precious
metal watches 289,361 89.4 402,734 90.4 322,754 70.7
— Smart watches 4 0.0 337 0.1 28,025 6.1
289,365 89.4 403,071 90.5 350,779 76.8
Accessories'®
— Precious metal
accessories and
products 21,875 6.8 23,532 5.3 92,321 20.2
— Watch straps and other
watch accessories 12,464 3.8 18,874 4.2 13,456 3.0
34,339 10.6 42,406 9.5 105,777 23.2
Total 323,704 100.0 445,477 100.0 456,556 100.0
*Notes:

(1)  For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal
watches as presented above do not include any precious metal watch with smart functions, and smart
watches as presented above include both smart precious metal watches and other smart watches.

(2)  Our accessories product portfolio includes (i) precious metal accessories and products, which mainly
include wearable precious metal accessories such as earrings, rings, necklaces and bracelets, and other
precious metal products such as gold bars, gold medals and commemorative coins; and (ii) watch straps
and other watch accessories.
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Looking ahead, we will continue to drive innovation in product design and manufacturing,
expand our brand presence both domestically and in the overseas, and leverage the growing
consumer demand for high-end precious metal products. China’s precious metal watch market
has grown from RMB21.35 billion in 2018 to RMB30.03 billion in 2023 (representing a CAGR
of 7.06% from 2018 to 2023), and is forecasted to further reach RMB46.83 billion by 2028
(representing a CAGR of 9.29% from 2023 to 2028). In 2023, China’s gold watch market
achieved a GMV of RMB28.10 billion, accounting for 93.55% of the total GMV of China’s
precious metal watch market. By 2028, the market size in terms of GMV of China’s gold watch
market is expected to reach RMB44.40 billion (representing a CAGR of 9.58% from 2023 to
2028). Supported by our proven track record, our R&D and product design capabilities and
favourable industry trends, we believe we are well-positioned to capture the significant growth
opportunities in China’s gold watch and jewellery and accessories industries.

OUR COMPETITIVE STRENGTHS
We believe the following competitive strengths have contributed to our success:

A leading gold watch manufacturer in terms of GMV of domestic brand gold watches
and 24K gold watches in China with strong growth momentum

We are a leading domestic brand gold watch and 24K gold watch manufacturer in
China with over 10 years of proven track record. According to the CIC Report, in 2023, our
proprietary flagship brand, HIPINE, was (i) the largest domestic gold watch brand in
China’s domestic brand gold watch industry in terms of GMYV, representing a market share
of 24.98%; and (ii) the largest 24K gold watch brand in China’s 24K gold watch industry in
terms of GMV in 2023, representing a market share of 35.83%.

Moreover, according to the China Gold Jewellery Market Report 2023 (H [3 %5 4 7 fiff
M8 42023) released by the China Gold Industry Association (FEEEWHE), we
ranked first in the national processing volume of 24K gold watches (&[5 &4 F&# i T &),
based on both (i) processing volume (fIl L&), in terms of the number of watches processed
and (ii) gold usage (H14 &), in terms of the weight of gold used, in 2022. We were
honoured by the Guangdong Province Horologe Industry Association (J& # & &% &k 112 It
) as the Most Promising Enterprise in the Guangdong Province Horologe Industry (& 3
A BT E W & e BV J183€) and recognised by the China Gold Association (' [5# 4 1)
) as one of the Top Five Key Enterprises in National 24K Gold Watch Processing (4 &
TN TR EEAZE) in 2022.
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According to CIC, China’s precious metal watch market rose from RMB21.35 billion
in 2018 to RMB30.03 billion in 2023 (representing a CAGR of 7.06% from 2018 to 2023),
and is projected to reach RMB46.83 billion by 2028 (representing a CAGR of 9.29% from
2023 to 2028). Moreover, CIC noted that in 2023, China’s gold watch market achieved a
GMYV of RMB28.10 billion, which accounted for 93.55% of the total GMV of China’s
precious metal watch market in the same year. By 2028, the market size in terms of GMV
of China’s gold watch market is expected to reach RMB44.40 billion (representing a CAGR
of 9.58% from 2023 to 2028).

Moreover, China’s 24K gold watch market has surged in recent years. According to
CIC, the market size of China’s 24K gold watch market in terms of GMV has grown from
RMBO0.47 billion in 2018 to RMB1.62 billion in 2023 (representing a CAGR of 28.12%
from 2018 to 2023), and is forecasted to increase significantly to RMB4.00 billion by 2028
(representing a CAGR of 19.78% from 2023 to 2028). With such rapid growth, the market
share of 24K gold watches in China’s gold watch market in terms of GMYV, has increased
from 2.37% in 2018 to 5.78% in 2023, and is expected to further increase to 9.01% in
2028.

CIC has also noted that China’s domestic gold watch brands have experienced robust
sales growth in recent years. Specifically, the total sales volume of domestic gold watch
brands grew from 0.19 million in 2018 to 0.44 million in 2023 (representing a CAGR of
17.72% from 2018 to 2023), and is projected to reach 0.97 million by 2028 (representing a
CAGR of 17.27% from 2023 to 2028). Leveraging our leading position in both the
domestic brand gold watch market and the 24K gold watch market in China, and the
positioning of our flagship proprietary brand, HIPINE, as a domestic gold watch brand, we
believe that we have the capability, experience, resources, and competitive strengths to
capitalise the abovementioned rapid growth in these markets to further deepen our market
penetration and expand our market share. With the positive industry outlook, our Directors
believe that demand for gold watches, will continue to increase.

Craftsmanship and designs

At the core of our success and proven track record is our uncompromising
commitment to craftsmanship and designs that align with market needs. As a leading
designer and manufacturer of precious metal watches, we have established strong market
reputation for well-crafted products that are attuned to the evolving preferences of the
market. We believe our ability to identify and respond to market trends, and to create
designs that resonate with customers and align with customer preferences is a key driver of
our continued success.
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Our manufacturing process is imbued with a deep reverence for traditional techniques
that have been perfected over generations. From the intricate engraving work adorning the
watch cases to the precise application of coloured enamel glaze on the gold surfaces of
different watch components, each stage is undertaken with care and attention to detail by

13

our team of craftsmen. For details of our craftsmanship, please see “— Our Business Model
— (iii) Manufacturing — Our craftsmanship”. Complementing such craftsmanship is our
sensitivity to market trends and the evolving preferences of our clientele. As the traditional
watch and jewellery and accessories industries have become increasingly commoditised, we
have embraced the growing demand for personalised, high-value products by consistently

pushing the boundaries of design and craftsmanship.

We believe our portfolio of nearly 3,000 unique watch and accessories creations
launched and/or marketed during the Track Record Period is a testament to our design
capabilities and ability to continuously introduce new products to the market. We have
successfully incorporated iconic artistic and cultural elements from esteemed institutions,
such as The Palace Museum of Beijing and the Rong Bao Zhai art gallery (&), into
our designs, resonating with customers and reinforcing our brand’s unique positioning.
Also, we believe that the HIPINE 10th Anniversary & Year of the Dragon Tourbillon
Limited Edition Gold Watch (P4 J& 1 4F & HEAF /A= ¥ FE R i PR 82 #%) launched in 2023
showcases our design and craftsmanship capabilities, particularly in its incorporation of the
auspicious dragon motif, and reflects our sensitivity to the market trend that increasingly
appreciates Chinese domestic art and culture.

Furthermore, our sensitivity to market trends regarding smart wearables has driven us
to launch a new collection of 24K gold smart watches incorporated with smart movements
of Huawei, a leading global Chinese technology company recognised for its cutting-edge
5G technology, in 2023. We have also developed and introduced smart silver watch series
and smart gemstone watch series, both integrated with this company’s smart movements, in
2024.

By continuing to strive to deliver well-crafted products that align with market needs,
we are confident in our ability to attract a growing customer base, further deepen our
market presence and increase sales, and solidify our standing as a preeminent player in the
precious metal watch segment. We therefore believe we are well-positioned to capitalise on
the growth opportunities in the precious metal watch market in China going forward.
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R&D capabilities, commitment to innovation and ability to convert R&D results into
products and commercialise them

We believe that at the core of our competitive edge lies our commitment to
continuously improve our product offerings through innovation and R&D. Over the years,
we have been dedicated to invest in R&D infrastructure, fostering a culture of innovation,
and assembling a team of talented designers and engineers. Our in-house R&D department,
in particular our design and engineering team, constantly strives to push the boundaries of
precious metal watch craftsmanship, adopting advanced technology to create timepieces
that seek to captivate and inspire our customers. As at 31 December 2024, our R&D
department consisted over 35 members, who had experience and/or knowledge in the areas
of, among others, watchmaking, quality management, R&D management, BOM (Bill of
Materials) coding and engineering drawing. We believe our technical know-how serves as a
significant barrier to entry by competitors, reinforcing our leadership position in the
domestic brand gold watch and 24K gold watch markets in China.

Our commitment to innovation has been the driving force behind our industry-leading
achievements. For instance, one of the key challenges in the traditional gold watchmaking
industry has been the relatively soft nature of 24K gold (with a Vickers hardness number of
approximately 34—-40). This has often resulted in issues such as rapid wear and tear, as well
as deformation of the watch case, hindering the precision required for intricate component
assembly and high-precision manufacturing. We have tackled this industry-wide challenge
through the development of an innovative, proprietary high-hardness gold alloy formula and
advanced vacuum melting technology. By leveraging these self-developed core
technologies, we have been able to produce gold watch cases with a Vickers hardness
number exceeding 90, without compromising the purity of Au999 gold. We believe this
breakthrough has effectively solved the longstanding issues of poor wear resistance of
traditional 24K gold watch components, setting a new standard for durability and precision
in the premium watchmaking segment.

Moreover, we have developed industry-leading expertise and proprietary technologies
that enable us to precisely control the weight of our gold watches throughout the entire
manufacturing process. By applying such techniques to standard machining, polishing, and
finishing operations, we strive to ensure a relatively high level of consistency in the weight
of gold in our watch and accessories products and maintain the inherent value of gold
components in our products. We believe this has helped us provide our customers with
confidence in the specified weight and gold content of our products, solidifying our
standing as a trusted brand among China’s sophisticated consumer base.
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We also aspire to drive forward the standards for the gold watches segment in China.
To this end, we actively participate in the formulation of national and industry standards,
contributing to the creation or revision of key specifications such as “24K Gold Watches”
(R4 FH8)), “Watches Using Gemstones and Precious Metals” (i Fi & 1 f1 & 4 & 10 F
#%)), “General Requirements and Test Methods for Watch Case Components Made of Hard
Materials” (HFIRF A& &5 B8 AR5 09 T 8RANBUF — E SR B 7715 )), “Reliability Test
Methods for Watch Movements” ((FEBE ORI EMRE715)), and  “Technical
Specifications for After-Sales Repair and Maintenance Services” ({8 &k 5 1% 418 IR 5 F il
#i#i)). We collaborate closely with relevant industry leaders and experts to promote the
establishment of more scientific, rigorous and comprehensive industry standards, with a
view to contributing to the development of high-quality, durable and responsibly-crafted
timepieces within the industry.

The success of our R&D efforts has been recognised within the industry over the
years. Our project, “research and application of a novel ultra-high hardness gold watch
manufacturing  process”  ({— M /> T =i BB & T oA A TEMBIEEEMER))  was
awarded a third-class prize in the science and technology category by the China Gold
Association (H 354 1h o BHEL i 28, BHER R R BT =46 4%) in 2022. Furthermore, our
Shenzhen R&D Centre was recognised as a “high-hardness and precise smart precious
metal watch engineering and technology research centre” (/=188 & & 4 J& ¥ % 2 AE i o 7%
T 5% H.0) by the Guangdong Provincial Department of Science and Technology (J& 3
B PRHEEFITHE) in the same year. We believe that these accolades are testaments to our
technological leadership in the premium watchmaking segment, providing a solid
foundation for our competitive edge.

Crucially, we have successfully converted our R&D results, including but not limited
to our proprietary supramolecular gold hardening technology (H4rTH4$¢1ll), into
products and commercialised them for mass production. During the Track Record Period,
we generated revenue from over 3,000 products that leveraged our R&D achievements. We
believe our ability to take innovative ideas from concept to market could also be
demonstrated by our launch of the smart 24K gold watch series integrated with smart
movements of Huawei, a leading global Chinese technology company recognised for its
cutting-edge 5G technology, in 2023. We also launched silver, platinum and gemstone smart
watch collections incorporating the smart movements of Huawei in 2024. These watch
collections were developed by our design and engineering team under our R&D department.
These achievements showcase our capability to leverage our technical expertise to create
innovative products that cater to evolving consumer preferences and capture growth
opportunities in the smart device and accessories market.

Looking ahead, we are committed to further strengthening our competitive position
through relentless R&D efforts. We will continue to invest in the R&D of innovative watch
designs, smart watch development, and novel alloy formulations, with a view to further
pushing the boundaries of precious metal watchmaking and solidifying our reputation as the
industry’s premier innovator.
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Extensive, diversified and stable distribution and sales networks

During the Track Record Period, we primarily sold our OBM products directly to
primary distributors, which in turn distributed them within their assigned sales regions to
sub-distributors. Our primary distributors and their sub-distributors also principally sold
our OBM products to Retail Outlet operators within the relevant sales regions, at which our
OBM products were sold to end consumers. These POS include display centres operated by
our primary distributors, individual jewellery retail stores and sales counters in department
stores and shopping malls to whom our primary distributors and/or their sub-distributors
distributed our OBM products. We have also established self-operated online stores to sell
our OBM products directly to consumers, and sell our OBM products to third-party online
store operators for their onward sales on various third-party e-commerce platforms,
providing multi-channel coverage to consumers nationwide. During the Track Record
Period, our OBM products were distributed over 3,000 offline Retail Outlets nationwide,
and marketed and sold in online stores on e-commerce platforms such as Tmall, JD.com
and Douyin.

We have built strong relationships with our primary distributors through our
continuous support and our marketing activities, such as (i) providing online support in
relation to the formulation of marketing plans customised to the display centres operated by
our primary distributors, the setting up of new display centres and training of their sales
staff; (ii) sending our sales representatives to their display centres from time to time to
provide on-site support and advice; and (iii) providing after-sales services to end
consumers. For details, please see “— Arrangements with our primary distributors — Support
provided to our primary distributors” and “— Arrangements with our primary distributors —
Marketing activities by our primary distributors”. We intend to leverage our strong
relationship with our primary distributors to promote and further increase sales of our
products and market penetration.

Long-term collaborative and mutually beneficial relationship with ODM customers
including renowned jewellery brands

We have built long-term business relationships with many of our ODM customers.
Most of our major ODM customers had business relationships with us for over four years
as at 31 December 2024, including various renowned domestic jewellery brands, such as
Lao Feng Xiang, Sino Gem and Chow Tai Seng. Since 2023, we have also cooperated with
the largest retailer and supermarket chain worldwide for the promotion and sales of our
products in China.
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These established partnerships provide a stable customer base for our ODM products.
Collaborating closely with leading domestic jewellery brands and wholesalers also help
expose our watch designs and craftsmanship to wider consumer audiences through their
extensive distribution networks and brand marketing efforts. Furthermore, the trust and
familiarity with our ODM customers that were developed over time enable smooth,
efficient order fulfillment and facilitate our production planning. This stability in sales
channels and order volumes grants us flexibility to optimise our manufacturing operations,
workforce, and inventory management, allowing us to maximise productivity and
cost-effectiveness.

Moreover, the continuous feedback on product design we receive from these long-term
partners and customers become valuable intelligence to us to drive our product
development efforts to evolve with changing market preferences. This collaborative
approach supports our efforts to innovate and refine our product offerings, which has
allowed us to stay ahead of latest consumer trends and to meet the discerning demands of
affluent domestic consumers.

Comprehensive production control and vertical integration help ensure consistency
and preciseness in gold materials processing

We believe one of our key competitive strengths lies in our robust production control
system and vertically integrated business model, which help enhance our product quality
and drive operational efficiencies. In particular, our production control system plays a
critical role in ensuring consistency and preciseness across each production step involving
gold materials, and in turn consistent product quality, including the weight and purity of
gold in our end products, which we believe is essential to upholding customer confidence
and trust.

The precious nature of gold demands high level of care and attention to detail
throughout the production process. As slight variation in weight or purity of gold can
significantly impact the value of our products and our credibility, we have implemented a
robust production control system that closely monitors each production step, from gold
smelting to watch assembly. Our advanced ERP (Enterprise Resource Planning) system
consolidates data from every stage of our production, including metrics on production
efficiency, costs and inventory. This enables us to track the status of gold raw materials,
semi-finished products and finished products throughout the different stages of our
production process in real-time, and evaluate the efficiency of our production facilities and
workers. This helps us reduce wastage, enhance our production efficiency and manage the
overall production process more accurately. The ERP system also allows us to respond
swiftly to customer requests for product design changes during development and production
stages. It enables us to closely monitor our production capacity and utilisation rates, which
enhance our order planning, scheduling, and the accuracy of our costing and production
processes.
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Complementing our production control system is our proprietary high-hardness gold
alloy technology, a key differentiator that sets us apart from our competitors. Leveraging
this innovative technology, we are able to achieve a Vickers hardness of over 90 HV for
24K gold. This enhances the malleability and surface durability of the gold, making it
suitable for use in watch case and strap production, and elevating the quality and longevity
of our products. Also, through the application of our patented gold weight control
technology, we can maintain the weight variance of each gold watch to within 0.015 grams.

Moreover, our production facilities are equipped with computerised machinery,
including laser cutting tools and welding and carving machines. This helps us standardise
certain key processes, ensuring consistency in output. Our experienced team of technicians
continuously monitor and fine-tune these machinery to help increase operational efficiency,
maintain a stable production flow, and meet delivery timelines.

Our comprehensive quality assurance regime, which includes inspections by our
production personnel and final product testing at our in-house laboratory, helps ensure
every product meets our stringent quality standards. Specifically, weight control checks are
conducted after completion of various key manufacturing processes, from processing of
precious metal, installation and calibration of watch movements, and assembling of

113

watches. For details, please see “— Our Business Model — (iii) — Manufacturing -

Production processes”.

In parallel, we believe our vertically integrated business model gives us effective
control over our entire operational chain, from product design and development to
procurement, production, sales, and after-sales services. Specifically, our design and
engineering team under our R&D department works in close collaboration with our
business department to create new watch designs that are consistent with the brand’s
identity and aligned with prevailing market trends. By integrating our design, sales, and
marketing strategies, we can respond quickly to changing consumer preferences and market
demand, ensuring that our product offerings remain aligned with prevailing trends.

We believe that our robust production control system, proprietary high-hardness gold
alloy technology, and vertically integrated business model enable us to maintain tight
control over our production capacity, which help ensure that every product meets our
quality standards and customer expectations. By upholding high standards of quality
control, we are able to build trust and confidence with our customers, and protect our brand
integrity.
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Experienced management team with in-depth industry knowledge and strong execution
capabilities

We have an experienced and capable management team, led by Mr. Li Yongzhong, the
Chairman of our Board, who has been instrumental in spearheading the growth of our
Group since its inception. Mr. Li Yongzhong has over 20 years of experience and possesses
in-depth knowledge of the watch and jewellery and accessories industries and insightful
understanding of the tastes and preferences of the consumers in the gold watch and
jewellery and accessories markets. We benefit from his knowledge and experience, as well
as his extensive business networks, particularly his long-term relationships with our
suppliers and primary distributors. Complementing Mr. Li Yongzhong’s leadership is Mr.
Hu, the founder, an executive Director and the general manager of our Group, who has over
15 years of experience in the watch and jewellery and accessories industries. Mr. Hu’s
in-depth understanding of the industry’s unique characteristics, cultural nuances, customer
preferences, and future development trends has been pivotal in aligning our strategies with
evolving market dynamics. Leveraging their industry connections, foresight and in-depth
industry knowledge, we have been able to formulate sound business strategies, assess and
manage risks, anticipate changes in customer demand and preferences and capture business
opportunities.

Our senior management team comprises executives with extensive and diversified
industry experience and strong execution capabilities. Members of our senior management
team on average have ten years of experience in the watch and jewellery and accessories
industries. Our management team is committed to building a corporate culture dedicated to
the pursuit of excellence and long-term commitment. We believe our corporate culture,
coupled with our employee training, career development and incentive programmes, have
contributed greatly to motivating and retaining talented and experienced employees to drive
our business growth.

OUR BUSINESS STRATEGIES
In order to fulfil our vision of becoming the trusted and favourite gold watch brand of the

masses, we intend to continue to strengthen our leading position in the traditional precious metal
watch and jewellery market, strategically expand market presence in the smart precious metal
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watch and accessories market, enhance our overall competitiveness and increase our market
share in the future. To achieve these goals, we are pursuing the following principal strategies:

Further enhance our production capacity to reinforce our leading position in the
traditional precious metal watch market and capture growth opportunities in the
smart precious metal watch and accessories market

We intend to enhance our production capacity by setting up the New Putian
Production Base and upgrading the production facilities at our Shenzhen Production Base,
to reinforce our leading position in the growing traditional precious metal watch market
and capture growth opportunities in the rapidly expanding smart precious metal watch and
accessories market. The establishment of the New Putian Production Base is a strategic
move to concentrate on the development and manufacturing of smart watches and
accessories, in light of the anticipated significant growth in this market segment according
to the CIC Report. Additionally, as our existing Putian Production Base is ageing and is
located at leased properties, we plan to relocate it to the New Putian Production Base,
which is being established on the Putian Site, to which we own land use right. The New
Putian Production Base will therefore be primarily responsible for producing smart watches
and accessories, and will also produce traditional accessories that are currently made at the
existing Putian Production Base. By dedicating the New Putian Production Base primarily
to smart watch and accessories production and focusing the resources of our Shenzhen
Production Base on traditional precious metal watches, we aim to capitalise on the growth
potential of both segments while optimising operational efficiency.

(i) Setting up the New Putian Production Base
Reasons for the expansion

We intend to enhance our production capacity for traditional precious metal
watch and accessories products by continuing to expand our production base in Putian
in light of the following reasons:

(1) Our existing production facilities are almost fully utilised

Our watch products, including both traditional precious metal watches and
smart watches, are currently produced at our Shenzhen Production Base. As our
existing Putian Production Base, including its factory setting and production
machinery, is customised to the production and processing of accessories
products, it has not been used, and could not be used, for producing watches.
Moreover, our current production bases in Shenzhen and Putian are leased
facilities. Due to limitations of the size of our existing leased production plants
and restrictions against large-scale renovations of such leased properties,
expansion within such facilities would be impracticable.
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Corresponding to the change in our sales of watch products, the aggregate
annual utilisation rate of watch production facilities at our Shenzhen Production
Base had increased from 56.53% in FY2022 to 95.21% in FY2023, and further
increased to 99.02% in FY2024. In particular, our Shenzhen Production Base had
been fully utilised during our production peak season in FY2023 and FY2024,
especially during the months of January, September and December which
coincide with the periods preceding major ceremonial and festival events in
China.

We therefore believe our current production capacity for watches can no
longer meet the needs of the sustained business growth of our traditional
precious metal watch business, and has limited our ability to further expand into
the smart watch market, and recognise the need to establish the New Putian
Production Base to unlock the full potential of both our traditional precious
metal watch and smart watch businesses.

(2) Further production capacity required for the production of smart watches
and smart accessories

Under the current market trend of integrating intelligent technologies into
consumer electronics and the penetration of smart technologies in various aspects
of consumer lifestyle, watches with smart functions have become an important
industry direction. According to CIC, the increasing interest of consumers in
tracking their fitness and health metrics has driven demand for smart wearables.
In terms of GMYV, the market size of China’s smart watch market has grown from
RMB23.81 billion in 2018 to RMB34.63 billion in 2023 (representing a CAGR of
7.78% from 2018 to 2023), and is expected to reach RMB54.94 billion by 2028
(representing a CAGR of 9.67% from 2023 to 2028). For details, please see
“Industry Overview — Overview of China’s smart watch industry”.

In the coming years, it is anticipated that smart jewellery and accessories
crafted from precious metals, such as gold and platinum, will demonstrate great
market potential. This expectation is based on the distinctive properties and
added value of precious metals. Gold and platinum not only exhibit excellent
conductivity and corrosion resistance, rendering them suitable for integrating
intricate smart technologies, but also offer aesthetic qualities highly esteemed by
consumers. As consumers increasingly prioritise functionality alongside luxury
when making jewellery and accessories purchases, the market outlook for smart
precious metal jewellery and accessories appears particularly promising.
According to CIC, from 2018 to 2023, China’s precious metal jewellery and
accessories market size was RMB299.31 billion and RMB504.73 billion, with a
CAGR of 11.02% from 2018 to 2023, in terms of GMV and it is expected to
reach RMB663.77 billion in 2028 with a CAGR of 5.63% from 2023 to 2028.
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Capitalising on this trend, we have been proactively establishing and
positioning our Group in the smart wearable products sector, and have integrated
intelligent technology into our product offerings, and successfully developed for
ODM customers, and launched under our proprietary brand, smart watch products
in 2023 and 2024. According to CIC, we are the first precious metal watch brand
to release the smart dual-wearable gold watch in China, which allows the user to
switch between traditional watch movement and smart movement according
his/her needs and preferences. We also launched 24K gold, silver, platinum and
gemstone smart watch collections incorporating the smart movements of Huawei
in 2023 and 2024.

More importantly, we anticipate that there will be a significant increase in
the sales volume of our smart wearable products over the next few years on the
following basis:

(i) we experienced an increase in the demand for our smart wearable
products. Notably, in the second half of FY2024, we had received
purchase orders for over 17,000 smart watches and 25,000 smart rings,
which shall be delivered over the course of FY2024 and FY2025. This
exceeded our smart product sales volumes for FY2022 and FY2023,
respectively. These orders included smart rings to be manufactured
under various brands, including (i) a luxury handmade mobile phone
brand owned by a manufacturer and retailer, which was established in
1998 and formerly owned by a Finnish mobile phone manufacturer, and
is currently headquartered in Hong Kong, based on publicly available
information; and (ii) a sports fashion brand, which is owned a
company incorporated in the United Kingdom, based on publicly
available information. Our customers for these orders were authorised
by the relevant brands to produce and sell products including smart
rings bearing their intellectual properties in China. Since 1 January
2025 and up to the Latest Practicable Date, we had also been engaged
by a telecommunications equipment company to develop and produce
10,000 customised smartwatches featuring Huawei smart movements,
to be delivered over the course of FY2025 and FY2026. We believe
this increase in customer orders underscores the growing popularity of
our smart watch and accessory offerings;

- 200 -



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

(it)

(iii)

(iv)

we have entered into framework agreements with various ODM
customers for the development of new smart watch and accessory
products, which are expected to generate substantial additional sales
orders in FY2025. For instance, in November 2024, we formed a
strategic collaboration with a culture development company in Putian
to develop a new line of smart watches featuring authorised cultural
elements of Mazu (%) (also known as Matsu, which is identified as
a sea goddess in various religions). This collaboration partner (an
Independent Third Party) is the exclusive operator designated by a
local Mazu temple cultural brand (4544 SCAI ) to oversee the
development, use and sales of Mazu cultural creative products.
Pursuant to this collaboration, we have been licensed to use
Mazu-related copyrighted works for the design, production, marketing
and sales of our smart watch products for a period of over five years
from November 2024 to December 2029.

Further to the above collaboration, we have developed ten models of
OBM smart watches that incorporated Mazu-related copyrighted works
and utilised the smart movement technology of Huawei. In November
2024, we entered into a two-year framework supply agreement for
these products. Pursuant to this framework agreement, we had already
received the customer’s first order for over 24,000 smart watches.

We believe this is a significant milestone in the continuous expansion
of our smart watch business. The collaboration is expected to drive an
increase in our smart watch sales orders in 2025, as the integration of
the iconic Mazu cultural elements is anticipated to resonate strongly
with our target customers, particularly those in the South China region.
Moreover, the collaboration demonstrates our commitment to
preserving and promoting traditional Chinese culture through
innovative product offerings. We believe this collaboration would lay a
solid foundation for the further expansion of our smart watch business,
leveraging the rich cultural heritage and growing popularity of the
Mazu brand, and enabling us to enhance our brand recognition;

in November 2024, we were engaged to design a prototype of a silver
smart ring to be manufactured under a renowned outdoor backpacks
brand headquartered in the United States;

in December 2024, in relation to the launch of a limited-edition series
of 10,000 smart watch gift box sets by a leading Chinese baijiu (F17%)
brand, we were granted production authorisation by the brand, and
integrated smart movements into the smart watches for the brand’s
manufacturer;
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(v) in March 2025, we had also entered into a framework agreement with a
subsidiary of a pharmaceutical company listed in Hong Kong and
headquartered in Jiangsu, China, which is principally engaged in the
research, development, manufacturing, and sales of pharmaceutical
products, for the development and sale of customised smartwatches
integrated with Huawei smart movements. The framework agreement is
for a term from March 2025 to September 2026, with a target
procurement volume of no less than 10,000 smart watches. As at the
Latest Practicable Date, we had already completed the customer’s first
order for 3,000 smart watches; and

(vi) we have been discussing smart product development projects with
various potential customers as at the Latest Practicable Date.

The integration of the brand identity of these brands with our
watchmaking capabilities is expected to create a unique smart wearable
offerings. We believe these collaborations represent significant
opportunities for us to expand our smart wearables business by tapping
into the customer base of the consumer brands.

However, with the gradual saturation of our watch production facilities at
our Shenzhen Production Base and the continuous development of our traditional
precious metal watch business, our existing watch production facilities are
primarily focused on producing traditional precious metal watches, with limited
production capacity being allocated to the development and production of smart
watches and accessories. This may restrict our ability and flexibility to adapt our
product offerings to growing consumer preferences for smart wearables.

Therefore, we consider that it is necessary to enhance our production
capacity to support the development of our smart watch and accessories business,
while ensuring sufficient production capacity to complement the continuous
growth of our traditional precious metal watch business. Specifically, it is
currently expected that upon the New Putian Production Base achieves full
commercial production, its maximum annual production capacity would reach (i)
200,000 units of smart watches and accessories; and (ii) 4,000 kg of traditional
gold accessories. Based on the current estimated progress for putting the New
Putian Production Base into operation, it is expected that in the first and second
years after the New Putian Production commences production, the annual
production capacity for (i) smart watches and accessories would reach 60,000
units and 160,000 units, respectively; and (ii) traditional accessories would reach
1,200 kg and 3,200 kg, respectively. We therefore believe that the construction of
the New Putian Production Base will allow us to better optimise our production
facilities and give us more flexibility to meet evolving consumer demand for
smart wearables.
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(3) Enabling the Shenzhen Production Base to focus on the production of
traditional precious metal watches

The traditional precious metal watch segment has witnessed robust growth
during 2018 to 2023, and is expected to continue its upward trajectory from 2023
to 2028. According to CIC, in terms of GMYV, the market sizes of China’s
precious metal watch and gold watch markets are forecasted to grow from
RMB30.03 billion and RMB28.10 billion for 2023 to RMB46.83 billion and
RMB44.40 billion by 2028, respectively, representing CAGRs of 9.29% and
9.58%, respectively. For details, please see “Industry Overview — Overview of
precious metal watch and gold watch industry”.

According to the CIC Report, in 2023, our proprietary flagship brand,
HIPINE, was (i) the largest domestic gold watch brand in China’s domestic brand
gold watch industry in terms of GMYV, representing a market share of 24.98%;
and (ii) the largest 24K gold watch brand in China’s 24K gold watch industry in
terms of GMV in 2023, representing a market share of 35.83%. Leveraging our
established leadership in both the domestic brand gold watch market and the 24K
gold watch market in China, as well as the strong positioning of HIPINE as a
premier domestic gold watch brand, we believe we are well-equipped to
capitalise on the rapid growth occurring in these markets, and market demand for
our traditional precious metal watches will continue to rise. For details, please
see “— Our Competitive Strengths — A leading gold watch manufacturer in terms
of GMV of domestic brand gold watches and 24K gold watches in China with

strong growth momentum”.

Furthermore, we have recently taken steps to start expanding our
distribution channels overseas. In November 2024, we entered into a cooperation
agreement with a local partner in Malaysia, Kedai Emas Tian Si Sdn Bhd,
appointing it as our primary distributor for the distribution and retail of our
HIPINE watch products, including traditional precious metal watches, smart
watches and watch accessories like watch straps, across the country. According to
information on the website of our Malaysian partner, it was founded in 2003 and
primarily sells gold and diamond jewellery, along with gold bars, through
wholesale channels and retail channels in Malaysia. Specifically, its retail
channels include three outlets and one flagship store located in Malaysia, as well
as an online store. Since signing the cooperation agreement with our Malaysian
partner, we had received their first order for a total of over 130 watches, which
included both traditional precious metal watches and smart watches, and we had
completed the order in January 2025. We are also planning to further expand our
presence into the Middle Eastern market in the next few years. This growth
strategy is expected to help sustain the overall demand for our traditional
precious metal watches, as we cater to the preferences of a broader customer
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base. For details, please see “— Our Business Strategies — Expand into overseas

markets by strategically partnering with selected overseas distributors”.
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To meet the future demand for our traditional precious metal watches, we
need to ensure that our Shenzhen Production Base has sufficient capacity to
focus on this growing business segment. However, during the Track Record
Period, production facilities and machinery at our existing Shenzhen Production
Base were shared between the production of traditional precious metal watches
and smart watches. This had resulted in inefficient resource utilisation and lost
production time due to time-consuming adjustments, commissioning and testing
of the machinery and production systems at our Shenzhen Production Base every
time they were switched from the production of one product category to the
other. This, in turn, had reduced our overall production capacity and flexibility to
meet evolving consumer demand for a more diverse range of watch models.
Furthermore, as the production capacity of our Shenzhen Production Base is
currently shared between the two product categories, if our smart watch products
experience an increase in demand, we may have to reallocate the production
capacity of our Shenzhen Production Base to the production of smart watches,
which may hinder our traditional precious metal watch business.

By establishing the New Putian Production Base for the production of smart
watches and accessories, our Shenzhen Production Base could focus on the
production of traditional precious metal watches. This will enable us to better
ensure that sufficient resources, including production facilities and labour, could
be allocated to maintain our traditional precious metal watch business and
support its future growth, without compromising our operational efficiency.
Specifically, if our smart watch production is allocated to the New Putian
Production Base after it is put into operation, it is expected that the annual
production capacity of approximately 131,000 watches of our Shenzhen
Production Base (calculated based on its planned production capacity for watches
during FY2024, details of which are set out in “— Production Facilities —
Production capacity and utilisation”) could be fully allocated to the production of
traditional precious metal watches.

(4) Leveraging specialisation and economies of scale through dividing
responsibilities between two production bases

We believe the strategic decision to divide the production responsibilities
between our New Putian Production Base and our existing Shenzhen Production
Base will also enable us to enhance specialisation and operational efficiency,
further streamline our production, achieve further economies of scale and cost
optimisation and increase operational flexibility and adaptability.
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Our production of traditional precious metal watches is characterised by
small batch sizes and a wide variety of SKUs, requiring specialised
craftsmanship and precision. Smart watches, on the other hand, tend to have
fewer SKUs but higher production volumes, allowing for more standardised and
efficient manufacturing processes. For smart watch production, we have
leveraged our partnership with Huawei to acquire smart movements from it. The
focus for smart watch production has therefore shifted more towards the
precision finishing of the precious metal casings and accessories (like watch
straps and clasps) to complement the standardised smart module. By dedicating
the New Putian Production Base primarily to the manufacturing of smart watches
and smart accessories, we can better ensure that our team of engineers,
technicians, and production workers stationed at the New Putian Production Base
develop expertise and specialised skills in the processes involved in smart
wearables production. Conversely, our Shenzhen Production Base can focus
solely on the manufacture of traditional precious metal watches, allowing our
workforce to hone their craftsmanship and refine the intricate mechanical
processes required to produce these high-precision timepieces. This specialisation
will result in enhanced product quality, improved production yields, and greater
operational efficiency across both product lines.

Furthermore, the separation of smart watch and traditional precious metal
watch production into dedicated facilities is expected to eliminate the need for
frequent changeovers and adjustments of production equipment and processes. As
mentioned above, in a shared production environment, transitioning between the
manufacturing of these two distinct product categories would require significant
time and resources for reconfiguring machinery, retooling, and retraining
personnel. By maintaining separate production facilities, we can avoid these
disruptions and ensure a smooth, uninterrupted flow of operations. This will not
only boost our overall output capacity, but will also enable us to be more
responsive to fluctuations in customer demand, as we can efficiently allocate
resources to the specific product category that requires immediate attention.

The establishment of the New Putian Production Base, dedicated primarily
to smart watch and smart accessories manufacturing, is also expected to allow us
to achieve greater economies of scale in this emerging product segment. By
consolidating our smart watch and smart accessories production under the New
Putian Production Base, we can invest in specialised, high-efficiency equipment
and streamline our supply chain and logistics, resulting in lower unit costs and
enhanced profitability. Similarly, our Shenzhen Production Base can benefit from
economies of scale in the production of traditional precious metal watches, as it
can focus on optimising its manufacturing processes and supply chain
management for this core business line. This will enable us to maintain a
competitive edge in terms of pricing and profit margins.
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We also believe that the division of responsibilities between the New Putian
Production Base and the Shenzhen Production Base will enhance our overall
operational flexibility and adaptability. For instance, if the smart watch market
experiences a surge in demand, we can ramp up production at the New Putian
Production Base to capitalise on the opportunity, without having to allocate less
production capacity to traditional precious metal watches production.

(5) Relocation of our existing Putian Production Base to the New Putian
Production Base

Our existing Putian Production Base has been in operation for seven years
and requires substantial renovation to enhance our production planning and
operational efficiency for traditional accessories manufacturing. However, as our
existing Putian Production Base is situated on leased properties, the scope of
renovation and refurbishment work we can undertake is limited.

In contrast, the New Putian Production Base offers several strategic
advantages: (i) it is being built on land for which we hold land use right,
providing greater flexibility for arrangement of our production facilities and
fitting out works; (ii) it is located in close proximity to our existing Putian
Production Base, such that relocation expenses could be kept low; and (iii) it is
sufficiently large to accommodate distinct production areas - one for smart watch
and accessories manufacturing as mentioned above, and another for traditional
accessories production from the existing Putian facility. This clear separation of
responsibilities between the two product categories will improve operational
efficiency, as the manufacturing processes need not be shared.

Given the above benefits, we intend to relocate our existing, aging Putian
Production Base to the new, purpose-built facility in the New Putian Production
Base. This will allow us to modernise our traditional accessories production
while consolidating all manufacturing activities in Putian at a single, self-owned
location.

The Expansion Plan

We have commenced the construction of the New Putian Operations
Complex, which houses the New Putian Production Base and the Putian R&D
Centre, since 2023. The New Putian Operations Complex is being constructed on
the Putian Site, a parcel of land of which the land use right is owned by us, with
planned site area of around 12,221.78 sq.m., which is in proximity to our
existing Putian Production Base. The quality inspection of the main construction
works of the New Putian Operations Complex is currently expected to be
conducted within the first quarter of 2025.
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The New Putian Production Base comprises a production plant, and
ancillary facilities (such as warehousing space, staff accommodation and
canteen), with total GFA of 24,302.48 sq.m. We plan to set up the production
facilities in the New Putian Production Base by stages. Depending on the
progress of the construction of the New Putian Operations Complex, it is
expected that the New Putian Production Base will commence production by the
second half of 2025.

If the New Putian Production Base could be put into operations by the
second half of 2025, we currently intend to relocate our existing Putian
Production Base to the new facility in the third quarter of 2025. This timing is
strategic, as we generally record lower sales volumes for traditional accessories
during this period of the year. The relocation process would mainly involve the
moving of all machinery and equipment from the existing Putian Production Base
to the New Putian Production Base, followed by the installation, testing, and
commissioning of these production assets at the new site. We estimate that the
relocation process could be completed within a two-week timeframe. Our existing
Putian Production Base would cease operations upon completion of the
relocation. On this basis, and considering that we could leverage the production
capacity for traditional accessories of our Shenzhen Production Base to offset
temporary reduction in traditional accessories output during the relocation, we
believe the transition will not result in any material adverse impact on our ability
to fulfill sales orders for traditional accessories during the relocation period.

It is estimated that the total costs for setting up the New Putian Production
Base and putting it into operation will be RMB[REDACTED], including
RMB[REDACTED] for the construction, RMB[REDACTED] for fitting out
works, RMB[REDACTED] for the acquisition of production machinery and
equipment, and RMB[REDACTED] for the acquisition of production and
operations software and systems.

As at the Latest Practicable Date, we had incurred RMB[80.5] million for
setting up the New Putian Production Base, and we expect to further incur
RMB[REDACTED] from the Latest Practicable Date up to the date immediately
prior to the [REDACTED] for this. Accordingly, it is expected that
RMB[REDACTED] of the total costs for setting up the New Putian Production
Base would be funded by our internal financial resources immediately prior to
the [REDACTED].

The remaining estimated investment costs of RMB[REDACTED] for the

setting up of the New Putian Production Base will be funded by the
[REDACTED] from the [REDACTED].

- 207 -



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

On the assumptions that (i) the operating environment in Putian remains
stable; (ii) the New Putian Production Base achieves reasonable level of
production efficiency with reference to our existing Shenzhen Production Base;
and (iii) the New Putian Production Base will be in full operation as planned, the
investment payback period of the establishment of the New Putian Production
Base, being the time required for it to recover the total costs for setting up the
New Putian Production Base and putting it into operation from net cash flow
generated by it, is estimated to be approximately eight years.

For more details, please see “
[REDACTED]”.

— Expansion Plan” and “Future Plans and

(ii) Upgrading the production facilities at our Shenzhen Production Base

In parallel with the establishment of our New Putian Production Base, we also
recognise the importance of optimising and upgrading our existing Shenzhen Production
Base to further enhance our operational efficiency and value-adding capabilities. Our
Shenzhen Production Base has been in operation for 11 years, during which time the
manufacturing landscape has undergone significant advancements. As technology continues
to advance rapidly in the manufacturing sector, we believe it is crucial for us to reinvest in
and upgrade our production facilities to maintain our position as an industry leader.

Over the course of the past decade, newer generations of production machinery have
been developed, offering higher precision, greater efficiency and improved automation. We
therefore believe that there is a need to incorporate these technological advancements in
our production facilitate to bolster our manufacturing capabilities, and ensure our
production processes continue to meet the evolving needs of the market. Moreover, the
production of watches involves various complicated procedures, such as the manufacturing
and processing of watch cases, the installation and calibration of movements, and the
assembly of watches. Each of these processes directly affects the quality of the finished
watches. While we have been gradually equipping our production facilities with
computerised machinery, the upgrading of our facilities has been limited by our available
resources and there is room for improvement in the degree of automation in most of our
precious metal watch production processes, especially the manual assembly of finished
watches, as well as the efficiency of spare parts transportation in each production process.
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To address these areas for improvement and solidify our position as an industry leader,
we intend to undertake a comprehensive upgrade of our Shenzhen Production Base. This
initiative will involve (i) the renovation of our Shenzhen Production Base to accommodate
the upgrade; (ii) the acquisition of precision CNC machining centre (CNCH#E N T.H(»),
precision CNC turning and milling composite machine (BL#t# 545 % BIFEHLJK), precision
CNC lathe (B ¥ HJK) and robotic arm (#ME); and (iii) the upgrading of our ERP
system, manufacturing execution systems (MES), order and intelligent manufacturing
management system, warehouse management system, integrated R&D management system,
office automation system and sales management system. We believe the integration of
additional CNC production machinery in our production facilities would further enhance
the automation, digitalisation and precision of our precious metal watch manufacturing
processes. By upgrading our production and operation systems, machinery and equipment,
we believe we will be able to further streamline our production processes and overall
operations. This, in turn, is expected to strengthen our operational efficiency, enhance the
consistency and quality of our products, and ultimately drive greater value-creation for our
customers.

We currently intend to upgrade our Shenzhen Production Base according to the
following timeline: (i) complete the site renovation in the second half of 2025, in order to
prepare for the installation of the new production machinery and equipment at our
Shenzhen Production Base; (ii) acquire the new production machinery and equipment by
stage over the course of three years after the [REDACTED]; and (iii) complete the
procurement and upgrade of new and existing production and operations softwares and
systems within one year after the [REDACTED], in order to ensure that they would be
ready for the installation in, or the testing and commissioning of, the new machinery and
equipment.

It is estimated that the total costs for upgrading the production facilities at our
Shenzhen Production Base will be RMB[REDACTED], including RMB[REDACTED] for
the renovation of our Shenzhen Production Base, RMB[REDACTED] for the acquisition of
new production machinery and equipment and RMB[REDACTED] for the acquisition of
new production and operations software and systems which are commensurate with the
upgraded machinery and equipment at our Shenzhen Production Base. We intend to fund
the total costs for upgrading the production facilities at our Shenzhen Production Base with
the [REDACTED] from the [REDACTED]. For details, please see “Future Plans and
[REDACTED]”.
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Strengthen our R&D capabilities to drive sustained business growth

As disclosed above, our core competitive edge lies in our product design and R&D
capabilities. Guided by market demands and consumer trends, we prioritise continuous
product innovation and iterative enhancements to maintain the competitiveness of our
offerings. To further enhance our R&D environment and our ability to recruit professional
R&D talents and establish R&D projects for key technologies, especially in smart watch
and accessories product fields, we intend to establish the Putian R&D Centre.

Reasons for the establishment

We intend to establish the Putian R&D Centre in light of the following reasons:

(1) Enhancing R&D resources to meet evolving business and product needs

At present, our R&D function is mainly concentrated within our Shenzhen R&D
Centre. As our business continues to expand and our product portfolio diversifies, our
existing in-house R&D resources have become increasingly strained. Our R&D focus
has expanded beyond traditional precious metal watches to encompass emerging smart
wearables technologies, requiring a broader set of specialised competencies. To keep
pace with these evolving market demands and support the continuous extension of our
product lines, we need to significantly enhance our R&D capabilities. Specifically:

. Design expertise: In the design of traditional precious metal watches,
emphasis is placed on the harmonious coordination of the overall
appearance, including the case, dials, and strap. The precision machining
techniques of watchmaking are combined with the craftsmanship of
jewellery, using precious metals as the material to showcase tactile quality
and value. Intricate engraving and carving techniques are also usually
employed to give the watches artistic appeal.

In contrast, the design of precious metal smart watches, in addition to using
precious metal materials, often extensively incorporates materials such as
ceramics and silicone, to (i) pursue more diverse and fashion-forward
designs, and (ii) fulfill functional requirements, such as being lightweight,
comfort, and durability, to support the active lifestyles of users. Ceramics
and silicone have vastly different physical and aesthetic properties
compared to traditional precious metals like gold and silver. These new
materials require specialised design approaches to leverage their unique
characteristics and harmonise them with the overall smart watch aesthetic.
Smart watch design also requires specialised expertise to ensure optimal
integration with the smart watch’s electronic systems and overall
ergonomics.
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. R&D expertise: For traditional precious metal watches, the R&D focus has
been on enhancing the base metal materials, improving hardness, and
advancing precision manufacturing techniques. For precious metal smart
watches, integrating novel materials like ceramics and enamels has been a
key area of R&D to elevate the design and tactile experience.

The core components also differ significantly. Traditional watches primarily
use mechanical, quartz or electronic movements, whereas smart watches and
accessories utilise integrated system-on-chip modules comprising
processors, sensors, communication chips, displays, batteries and storage.

Therefore, the R&D expertise required for us to develop smart watches and
accessories is focused on, among others, (i) selecting and testing suitable smart
movement solutions from smart wearable device solutions providers, which is crucial
to ensuring the product’s performance and market appeal; (ii) integrating the smart
movement into the watch body and precisely arranging the assembly of the movement
with other components; and (iii) confirming the quality and reliability of the device.
In contrary, the R&D expertise required for traditional precious metal watches and
accessories is primarily focused on (i) processing precious metal raw materials, for
example for increasing their suitability for mass production of watch and accessory
products while maintaining the precious metal purity; and (ii) handling and crafting
with precious metals, which employs a range of techniques including fabrication,
casting, soldering, engraving, stone setting and polishing.

The enhancement of R&D capabilities for smart watches and accessories also
includes equipping ourselves with specialised advanced instruments and attracting top
technical talent, which we believe will better enable us to drive innovations in
materials, functionalities, aesthetics, and manufacturing processes for smart wearables
products, and also help ensure our in-house R&D resources are commensurate with the
development of our smart wearables business, laying a strong foundation for sustained
growth.

By aligning our R&D efforts with industry dynamics, we believe we can optimise
the market relevance and commercial viability of our future product innovations,
elevate the market competitiveness and perceived value of our core products, thereby
solidifying our leadership position.
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(2) Division of responsibilities between the Shenzhen and Putian R&D Centres

The establishment of the Putian R&D Centre will enable our existing Shenzhen
R&D Centre to focus on the R&D of traditional OBM and ODM precious metal watch
products, while the Putian R&D Centre will be dedicated to and specialise in the R&D
of smart watches and accessories.

The Shenzhen R&D Centre will continue to leverage our extensive experience in
R&D research projects to drive innovations in materials, manufacturing processes, and
design for our traditional precious metal watch products. This includes the successful
development and patenting of key technologies, such as “gold material hardening” (/&
M RHEAL), “hard 24K gold precision processing” (5Bl /£ 445 % Il 1), and “vacuum
melting of 24K gold” (V42 H 22/ ), which have demonstrated our technical prowess
and innovation capabilities in the traditional watch segment.

The Putian R&D Centre, on the other hand, will be equipped with specialised
laboratories for smart watch and accessories products, as well as a dedicated product
testing facility. This centralised smart wearables R&D platform will enable us to
attract top technical talent and drive innovations in smart wearables functionalities,
production techniques, and cutting-edge design. By aligning our R&D efforts with
industry development trends, we believe the Putian R&D Centre will empower us to
optimise the market relevance and commercial viability of our future smart wearables
product innovations, elevating their competitiveness and perceived value in the
market.

We believe the division of responsibilities between the Shenzhen and Putian
R&D Centres will unlock a host of benefits for our business. By dedicating the Putian
R&D Centre to smart wearables development and the Shenzhen R&D Centre to
traditional precious metal watches, we can better ensure that our teams develop deep,
specialised expertise in their respective product categories, leading to more impactful
innovations. Moreover, the separation of R&D functions will eliminate the need for
frequent transitions between traditional watch and smart wearables development
within one R&D facility, streamlining our operations and enabling more efficient
utilisation of resources, equipment, and personnel. With dedicated R&D facilities, we
can also simultaneously accelerate the development of both traditional precious metal
watches and smart wearables, allowing us to respond more quickly to evolving market
demands and stay ahead of the competition. Lastly, the establishment of the Putian
R&D Centre is expected to enhance our ability to attract and retain top technical
talent, as it will offer them a specialised environment to pursue their passion for smart
watch and accessories innovation.
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(3) Unlock benefits of establishing the Putian R&D Centre in close proximity to the
New Putian Production Base

Setting up the Putian R&D Centre in close proximity to our smart watch and
accessories production facilities at the New Putian Production Base is expected to
provide us with several strategic benefits. Firstly, we believe it will enhance
collaboration and knowledge transfer between our R&D personnel, engineers and
production teams. This may enable a rapid exchange of ideas, insights, and technical
knowledge, allowing for more effective problem-solving and a smoother transition
from the design and development stage to large-scale production.

Moreover, the close proximity between the R&D centre and the production base
in respect of the same product type is expected to accelerate innovation cycles. For
instance, our R&D personnel may quickly prototype new designs, test them in the
nearby production environment, and iterate on improvements, thereby reducing
time-to-market for the relevant new product. This is especially the case for innovative
smart watch products, as technologies adopted in smart products are rapidly evolving.
The close proximity is also expected to allow our R&D team to gain deeper, real-time
understanding of manufacturing capabilities and supply chain dynamics, which may
enable us to develop smart watches that could be manufactured at higher production
efficiency.

Locating the R&D centre in close proximity to the production facilities in respect
of the same product type is also expected to better enable us to closely monitor
product quality, identify manufacturing pain points, and implement design and process
improvements in a timely manner.

The Expansion Plan

The Putian R&D Centre is situated in the New Putian Operations Complex, which we
had commenced constructing on the Putian Site since 2023. For the avoidance of doubt, the
Putian R&D Centre does not form part of the New Putian Production Base.

The Putian R&D Centre comprises a precious metal watch laboratory, a smart watch
laboratory, a gold ornaments design laboratory, a product testing laboratory and an office
space, with total GFA of 2,014 sq.m.. As the quality inspection of the main construction
works of the New Putian Operations Complex is expected to be conducted within the first
quarter of 2025, the Putian R&D Centre is expected to commence operations by the second
half of 2025.
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It is estimated that the total costs for setting up the Putian R&D Centre and putting it
into operation will be RMB[REDACTED], including RMB[REDACTED] for the
construction of the laboratory and office buildings consisting the Putian R&D Centre,
RMB[REDACTED] for fitting out works of the Putian R&D Centre, RMB[REDACTED]
for the acquisition of R&D for the Putian R&D Centre, RMB[REDACTED] for the
acquisition new computer software for the Putian R&D Centre, and RMB[REDACTED] for
the recruitment of R&D talents and experienced R&D personnel for putting the Putian R&D
Centre into full operation.

As at the Latest Practicable Date, we had incurred RMB[2.97] million for setting up
the Putian R&D Centre with our internal financial resources. The remaining estimated
investment costs of RMB[REDACTED] for the setting up of the Putian R&D Centre will
be funded by the [REDACTED] from the [REDACTED].

For more details, please see “— Expansion Plan” and “Future Plans and
[REDACTED]”.

Expand and optimise our marketing and service network and enhance our brand
influence and recognition

We intend to further optimise and expand our marketing and service network and
capabilities through a multi-pronged strategy, which encompasses the establishment of new
marketing showcase and experience centres and localised after-sales service outlets, as well
as the implementation of comprehensive brand promotion activities. We believe this will
enhance our market reach, strengthen our brand influence, and support the absorption of
increased production capacity to be provided by the New Putian Production Base.

Our multi-pronged marketing and brand-building strategy includes:

. Marketing showcase and experience centres: We currently maintain a
self-operated display centre in Shenzhen to showcase our OBM products. To
build brand awareness, we plan to further establish two marketing showcase and
experience centres in Shenzhen and Sanya, China to provide consumers with
immersive brand experiences and facilitating direct customer interactions. These
centres are expected to integrate corporate introductions, corporate image
displays, industry culture promotion, and product marketing showcases to
enhance our marketing capabilities.
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We plan to start setting up both new marketing showcase and experience centres
in 2025, and expect them to commence operations by 2026. The intended GFA of
the new marketing showcase and experience centres in Shenzhen and Sanya are
approximately 1,200 sq.m. and 500 sq.m., respectively. On this basis and with
reference to market rents of similar premises in the target locations, the annual
rental expenses of the marketing showcase and experience centres in Shenzhen
and Sanya are expected to be approximately RMB[REDACTED] and
RMB[REDACTED], respectively.

We expect to incur a total capital expenditure of approximately
RMB[REDACTED] for the establishment of the new marketing showcase and
experience centres, which primarily include rental expenses during establishment,
design and fitting out work expenses, and costs of equipment for operation. The
amount of capital expenditure is estimated based on the actual expenditure on the
establishment of our existing marketing showcase and experience centres and
current market conditions in the relevant cities. Such plan, including the selected
location, estimated size and expected capital expenditure of each centre, among
others, is subject to changes according to our actual needs and market conditions
at the relevant time.

. After-sales service outlets: Currently, we work with watch repair technicians to
provide after-sales repair and maintenance services for our OBM watch products
at ten service locations across China. However, these service points are not
formally established as our official after-sales service outlets, as they are not
leased or operated by us directly. The tools and equipment used by the repair
technicians at these service locations are also not provided by us, and the
technicians may offer services for other brands at these locations as well. To
improve our brand image and ensure the consistency and quality of our repair
and maintenance services, we intend to set up a network of ten official after-sales
service outlets in major cities across China, including Shenyang, Beijing, Xi’an,
Zhengzhou, Hohhot, Urumqi, Sanya, Chengdu, Jinan and Harbin, and gradually
cease the provision of repair and maintenance services at our existing service
locations. At these dedicated service outlets, we intend to engage skilled repair
technicians who will use equipment and tools acquired and provided by us,
exclusively for the repair and maintenance of our OBM products. By establishing
these official after-sales service outlets, we can exercise greater control over the
customer experience and service delivery. The repair technicians will be trained
and equipped by us to uphold our high standards of quality and workmanship.
This will enable us to deliver a more seamless and reliable after-sales service,
strengthening customer trust and satisfaction with our OBM watch brand.
Furthermore, by centralising our repair and maintenance operations at these
dedicated service centres, we can better monitor and optimise the efficiency of
our after-sales support. This will allow us to identify areas for improvement and
continuously enhance our service offerings to meet the evolving needs of our
valued customers.
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We plan to start setting up the service outlets in 2025, and expect them to
commence operations by over the course of 2026 and 2027. The intended GFA of
each service outlet is approximately 30 sq.m. On this basis and with reference to
market rents of similar premises in the target locations, the annual rental
expenses of a service outlet is expected to range from approximately
RMB[REDACTED] to RMB[REDACTED].

We expect to incur a total capital expenditure of approximately
RMB[REDACTED] for the establishment of the new service outlets, which
primarily include rental expenses and softwares during establishment, design and
fitting out work expenses, and costs of equipment and softwares for operation.
The amount of capital expenditure is estimated based on the rent of similar
service outlets in our target locations, actual expenditure on the establishment of
our existing after-sales service outlets and current market conditions in the
relevant cities. Such plan, including the number of service outlets, selected
location, estimated size and expected capital expenditure of each service outlet,
among others, is subject to changes according to our actual needs and market
conditions at the relevant time.

. Brand promotion: Recognising the importance of brand equity in the precious
metal watch and jewellery and accessories industries, we will implement a
comprehensive brand-building strategy encompassing both offline and online
promotional initiatives to elevate our market position and drive customer loyalty.
On the offline front, we intend to leverage large-scale outdoor digital billboards,
as well as advertising placements at transportation hubs and on vehicles to
capture the attention of our target audience. Additionally, we will organise
impactful in-store marketing events and product demonstrations to generate
excitement and foster deeper engagement with consumers at the point of sale. In
the digital realm, we will produce high-quality brand videos and compelling
content featuring brand ambassadors to amplify our messaging across various
media platforms. We also plan to collaborate with industry-leading publications
and partner with prominent key opinion leaders (KOLs) to extend our brand’s
reach and credibility. Further, we will employ targeted advertising tactics,
including video commercials, social media placements, and integrations at
industry trade shows and new product launch events, to drive brand awareness
and foster consumer interest. We believe these brand-building efforts will
increase the visibility of our OBM brands, increase our exposure to potential
ODM customers, and enhance our industry influence.

We intend to carry out these offline and online initiatives within two years after
the [REDACTED]. The total cost for implementing these initiatives is expected
to be approximately RMB[REDACTED], which primarily include production
fees for the marketing and promotional materials involved, advertising fees,
agency fees, sponsorship fees and event organisation fees.
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With the development of China’s economy, the market size of the watch and jewellery
and accessories industries in China has been constantly expanding, with moderate
penetration of international watch and gold jewellery and accessories products in the
Chinese market. The intensified industry competition may increase the risk of market
elimination for industry players with low brand influence. Moreover, according to CIC,
brand is one of the most important factors for consumers when choosing precious metal
watches and accessories, and is key to providing consumers’ trust in the quality and
after-sales of such products. Brand awareness therefore plays a crucial role in our ability to
increase market share and pricing power. We thus believe that it is necessary for us to
enhance our marketing and brand-building initiatives through the implementation of this
business strategy, in order to gain widespread recognition from consumers at the retail
level, uphold our leadership position in the domestic brand gold watch and 24K gold watch
markets in China and promote sustainable business growth.

It is estimated that the total costs and expenses associated with the above business
strategy will be RMB[REDACTED], including RMB[REDACTED] for establishing the
two new marketing showcase and experience centres, RMB[REDACTED] for establishing
the ten after-sales service outlets, and RMB[REDACTED] for carrying out brand
promotion and marketing activities. These costs and expenses will be fully funded by the
[REDACTED] from the [REDACTED]. For details, please see “Future Plans and
[REDACTED]”.

Expand into overseas markets by strategically partnering with selected overseas
distributors

We seek to reinforce our position in the domestic Chinese market while proactively
expanding into overseas markets. Through this dual-track strategy, we are committed to
elevating our HIPINE brand into a Chinese gold watch brand with overseas presence.

According to CIC, the Southeast Asian and Middle Eastern regions have indicated
significant growth potential in the gold watch market. The market size of the Southeast
Asian and the Middle Eastern gold watch market are expected to be RMB5.91 billion and
RMB6.85 billion in terms of GMV by 2028, respectively, indicating a CAGR of 8.52% and
9.24% from 2023 to 2028, respectively. As most countries in Southeast Asia and the Middle
East are key regions along the Belt and Road Initiative, they exhibit a strong recognition of
Chinese brands, making it easier for Chinese gold watch brands to gain favour in these
markets. CIC has also noted that, the cultural traditions in both Southeast Asian and Middle
Eastern regions, along with the demand for precious metal products, are driving the
continued expansion of the precious metal watch industry. In Southeast Asia and the Middle
East, precious metal wearables, especially gold wearables, are traditionally considered a
symbol of wealth and status due to its significance in Buddhist and Islamic cultures and
often used in weddings and major religious festivals.
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(i) Establishing presence in Southeast Asia

In November 2024, we entered into a cooperation agreement with a local partner in
Malaysia, appointing it as our primary distributor for the distribution and retail of our
HIPINE watch products, including traditional precious metal watches, smart watches and
watch accessories like watch straps, across the country. The local partner was founded in
2003 and primarily sells gold and diamond jewellery, along with gold bars, through
wholesale and retail channels in Malaysia. Under the cooperation agreement, the local
partner is responsible for developing a robust network of sub-distributors and retailers
within Malaysia. This includes actively identifying suitable sub-distributors and retailers
within the region, onboarding them to ensure comprehensive market coverage, coordinating
their activities and operations, monitoring and optimising the performance of the
distribution and retail networks, and implementing measures to maintain discipline and
alignment with our policies. By taking a proactive approach to developing and managing
such distribution and retail networks, the local partner is expected to play a vital role in
driving the successful penetration and expansion of our HIPINE brand within the Malaysian
market. We believe our local partner in Malaysia is equipped to assume this role, as it
possesses deep market expertise, distributorship experience and extensive local distribution
networks, and maintains a wide network of precious metal watch and jewellery retail stores
in Malaysia, which could be leveraged to distribute and market our HIPINE watch products
to a wide customer base within the country.

Save that our local partner in Malaysia is also expected to establish a retail network of
our HIPINE watch products in Malaysia, including retailing our HIPINE watch products
through its retail stores and supplying to other retailers across the country, the terms of our
cooperation closely mirror the framework agreements entered into between us and our
primary distributors in China. For details of these agreements, please see “— Arrangements
with our primary distributors”. This proven model, which balances centralised control and
local market expertise, will lay foundation for our expansion and penetration into the
Malaysia market.

We have strategically identified Malaysia as the initial focal point of our overseas
expansion plan, as we believe it boasts large, affluent, and rapidly growing middle-class
populations with a strong appetite for premium products, including high-quality watches.
The presence of a significant high-net-worth consumer base, coupled with the burgeoning
tourism industry, further enhances the commercial appeal of this market. Additionally, the
business-friendly regulatory environment, robust intellectual property protection, and
existing cultural and economic ties of Malaysia with China provide us with the necessary
framework to confidently establish our HIPINE brand. By cultivating a solid foothold in
Malaysia, we believe we will not only be able to build a loyal customer base and brand
presence, but also leverage this market as a strategic springboard for future expansion into
the wider Southeast Asian region.
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(ii) Expanding into the Middle East

Following the establishment of our presence in Malaysia, we have set our sights on
the next phase of our global growth strategy: the Middle East. We believe that this region,
characterised by a large and affluent consumer base with a growing appetite for premium
watches and jewellery and accessories, presents a highly attractive opportunity for us to
further elevate the recognition of our HIPINE brand.

Similar to our approach in Southeast Asia, we currently intend to partner with leading
local distributors with extensive distribution and retail networks to rapidly expand our
physical footprint across key Middle Eastern markets, such as the UAE, Saudi Arabia,
Qatar, and Kuwait. By securing prime retail locations in high-end shopping malls and
luxury retail hubs, we will enhance the visibility and accessibility of our products, fostering
deeper connections with discerning regional clientele.

To ensure the appeal and relevance of our offerings in our target overseas markets, we
intend to develop product lines and collections that cater to the specific preferences and
cultural sensibilities of local consumers. Underpinning our overseas expansion will be a
robust supply chain and operational infrastructure. This will include establishing regional
distribution and logistics hubs to ensure efficient and timely product delivery, implementing
localised after-sales service to provide customer support and enhance brand loyalty, and
investing in local talent acquisition and training to build a knowledgeable and
customer-centric sales and service team.

By executing this comprehensive overseas expansion strategy, we aim to significantly
grow our customer base, market share, and profitability in the strategically important
markets of Malaysia and the Middle East over the next several years. The successful
implementation of this plan will be a key catalyst of our aspiration to transform into an
Chinese gold watch and accessories brand with overseas presence.

We intend to fund the implementation of the above business strategy with our internal
resources.
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Summary of estimated [REDACTED] costs and timeline for implementation of our
business strategies

We set forth below a summary of the estimated [REDACTED] costs and timeline for
implementation of our business strategies disclosed above:

Estimated [REDACTED] costs for

Estimated

[REDACTED]
costs to be  Estimated
[REDACTED] [REDACTED]
the period by costs to be
from the Total [REDACTED] [REDACTED]
[REDACTED] estimated from the by internal
to [REDACTED] [REDACTED] financial
k)| costs after after the ~ resources
December the [REDACTED] after the
Business strategies 2025 FY2026 FY2027 [REDACTED] (Nore) [REDACTED]
(million) (million) (million) (million) (million) (million)

Further enhance our production capacity to
reinforce our leading position in the
traditional precious metal watch market and
capture growth opportunities in the smart
precious metal watch and accessories market
(i) Setting up the New Putian Production Base
- Construction of the New Putian Production HKS$[0.00] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]

Base (RMBJ0.00]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB(REDACTED])
- Fitting out works of the factory premises of ~ HKS[35.05] HKS[REDACTED] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]

the New Putian Production Base (RMB[31.60]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBREDACTED])
- Acquisition of new production machinery

and equipment for the New Putian HKS[17.05] HKS[REDACTED] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]

Production Base (RMB(15.38]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED])

- Acquisition of production and operations
software and systems for the operation of ~ HKS[2.77] HKSREDACTED] HKSIREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]
the New Putian Production Base (RMBJ[2.50]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBREDACTED]) (RMB[REDACTED])

HKS[54.87] HKSREDACTED] HKSIREDACTED] HKSIREDACTED] HKSIREDACTED] HKS[REDACTED]
(RMBJ[49.48]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBREDACTED])
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Estimated [REDACTED] costs for

Estimated

[REDACTED]
costs to be  Estimated
[REDACTED] [REDACTED]
the period by costs to be
from the Total [REDACTED] [REDACTED]
[REDACTED] estimated from the by internal
to [REDACTED] [REDACTED]  financial
A costs after after the  resources
December the [REDACTED] after the
Business strategies 2025 FY2026 FY2027 [REDACTED] (Note) IREDACTED]
(million) (million) (million) (million) (million) (million)

(i1) Upgrading the production facilities at our
Shenzhen Production Base
- Renovation of our Shenzhen Production ~ HKS[0.55] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKS[REDACTED]
Base (RMB{0.50]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB(REDACTED]) (RMB[REDACTED])
- Acquisition of new production
machinery and equipment to be
installed at our Shenzhen Production HKS$[3.02] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKS[REDACTED]
Base (RMBI[2.72]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBREDACTED]) (RMB[REDACTED]) (RMB[REDACTED])
- Acquisition of production and operations
software and systems which are
commensurate with the upgraded
machinery and equipment at our HKS[10.31] HKSREDACTED] HKSREDACTED] HKS[REDACTED] HKSREDACTED] HKS[REDACTED]
Shenzhen Production Base (RMB[9.30]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBIREDACTED]) (RMB[REDACTED))

HKS[13.88] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]
(RMBJ[12.52]) (RMB[REDACTED]) (RMBIREDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED])

HKS$[68.75] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKSREDACTED] HKS[REDACTED]
Sub-total: (RMBI62.00]) (RMB[REDACTED]) (RMBIREDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED))

- 221 -



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

Estimated [REDACTED] costs for

Estimated
[REDACTED]
costs to be  Estimated
[REDACTED] [REDACTED]
the period by costs to be
from the Total [REDACTED] [REDACTED]
[REDACTED] estimated from the by internal
to [REDACTED] [REDACTED]  financial
A costs after after the  resources
December the [REDACTED] after the
Business strategies 2025 FY2026 FY2027 [REDACTED] (Note) IREDACTED]
(million) (million) (million) (million) (million) (million)
Strengthen our R&D capabilities to drive
sustained business growth
- Construction of the Putian HKS[2.74] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKSREDACTED] HKS[REDACTED]
R&D Centre (RMB[2.47]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBREDACTED]) (RMB[REDACTED])

HKS[4.62] HKSREDACTED] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]
- Fitting out works of the Putian R&D Centre ~ (RMB[4.17]) (RMBREDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED])
- Acquisition of new R&D equipment for the ~ HKS[10.33] HKSREDACTED] HKSREDACTED] HKSIREDACTED] HKSIREDACTED] HKS[REDACTED]

Putian R&D Centre (RMB(9.31]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED])
- Acquisition of new computer software for the

Putian HKS$[0.45] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKS[REDACTED]

R&D Centre (RMBJ0.41]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB(REDACTED])

- Recruitment of R&D talents and experienced
R&D personnel for putting the Putian R&D ~ HKS[5.03] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKSREDACTED] HKS[REDACTED]
Centre into full operation (RMB[4.53]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBIREDACTED]) (RMB[REDACTED])

HKS$[23.17) HKSREDACTED] HKSREDACTED] HKSREDACTED] RKSREDACTED] HKSREDACTED]
Sub-total: (RMB[20.89]) (RVBIREDACTED)]) (RMBREDACTED]) (RVBIREDACTED]) (RMBREDACTED]) (RVBIREDACTED)
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Estimated [REDACTED] costs for

Estimated

[REDACTED]
costs to be  Estimated
[REDACTED] [REDACTED]
the period by costs to be
from the Total [REDACTED] [REDACTED]
[REDACTED] estimated from the by internal
to [REDACTED] [REDACTED]  financial
A costs after after the  resources
December the [REDACTED] after the
Business strategies 2025 FY2026 FY2027 [REDACTED] (Note) IREDACTED]
(million) (million) (million) (million) (million) (million)

Expand and optimise our marketing and
service network and enhance our brand
influence and recognition
- Establishing two new marketing showcase HKS[7.74] HKSREDACTED] HKS[REDACTED] HKSREDACTED] HKS[REDACTED] HKS[REDACTED]
and experience centres (RMB{6.98]) (RMBREDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB(REDACTED]) (RMB[REDACTED])
HKS[7.47) HKSREDACTED] HKSIREDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED]
- Establishing the ten after-sales service outlets ~ (RMB[6.73]) (RMB[REDACTED) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB(REDACTED])
- Carrying out brand promotion and marketing ~ HKS[2.99] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED] HKS[REDACTED] HKSREDACTED]
activities (RMBJ2.70]) (RMB[REDACTED]) (RMB[REDACTED]) (RMB[REDACTED]) (RMBREDACTED]) (RMB[REDACTED])

HKS$[18.20] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKSREDACTED] HKS[REDACTED]
Sub-total: (RMB(16.41]) (RMB[REDACTED]) (RMBIREDACTED]) (RMBIREDACTED]) (RMB[REDACTED]) (RMB[REDACTED])

HKS$[110.12] HKSREDACTED] HKSREDACTED] HKS[REDACTED] HKS[REDACTED] HKSREDACTED]
Total: (RMBI99.30]) (RMBREDACTED]) (RMBIREDACTED]) (RMB[REDACTED) (RMB[REDACTED]) (RMB[REDACTED])

Note: Based on estimated [REDACTED] of HK$[REDACTED] (RMB[REDACTED]) from the
[REDACTED], assuming the [REDACTED] is fixed at HKS[REDACTED] per [REDACTED],
being the [REDACTED] of HKS[REDACTED] to HK$[REDACTED] per [REDACTED], and that
the [REDACTED] is not exercised.

Please also see “Future Plans and [REDACTED]” for details of the use of our
[REDACTED] from the [REDACTED].
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OUR BRANDS AND PRODUCTS

We design, manufacture and sell traditional precious metal watches, smart watches and
accessories. Our brand and product philosophy are rooted in our brand mission (& T) to
“Reconceptualise gold through technological innovation” (FZflif]Hr + FEHEE 4), which
emphasises the integration of traditional techniques for watch-making and accessory-making
with innovative elements. Driven by this principle, we are dedicated to pushing the boundaries
of craftsmanship and technology.

Our proprietary brands

We have two proprietary watch brands, namely our core brand, “HIPINE” (Fi# J£), and our
sub-brand, “GOLDBEAR” (% f£), under our OBM business model. Each of our proprietary
brands has been recognised as a “Shenzhen Top Brand” (Y144 5 k) by the Shenzhen Top
Brand Evaluation Committee (FRIIKAIZ M EFEEZ B®) since 2022. Our OBM business
primarily target urban, mid-income consumers in second and third-tier cities in China, which are
characterised by (i) their moderate purchasing power and relatively lower brand sensitivity for
watch products as compared to consumers in first-tier cities; and (ii) their preference for quality
accessories to complement their lifestyles, while placing a degree of value on purchasing
accessories with potential for future price appreciation.

Specifically, HIPINE is targeting mass market consumers who are looking for watches with
more fashionable and multi-functional designs. We believe these consumers generally prefer
more varieties beyond accessories, solid gold bracelets and bangles for their daily wear, and
desire solid gold watches that can serve as decorative accessories as well as functional
timepieces; and GOLDBEAR primarily targets mid-income consumers who have relatively
stronger preferences for designs that emphasise taste and style, cultural heritage and identity
status. Set out below is further information on our proprietary brands:

. HIPINE: We recognise the inherent synergy between accessories and watchmaking,
perceiving their combination as a resonance of fine culture, craftsmanship and value
inheritance. This integrated approach is exemplified under our HIPINE brand.

HIPINE values the cultural significance of gold, using it to reinterpret the relationship
between timepieces and accessories, imbuing them with emotional and historical
connections. The spirit of legacy is integral to the brand, as gold watches are
traditionally seen as a symbol of emotional bonding within families. Through the
brand proposition of “time is beautiful because of you” (RFJGHE R 3E), HIPINE
emphasises the beauty of time, capturing life’s memorable moments with refined style.

The brand mission of HIPINE is to “innovate in technology, redefining gold” (1l &l

W B E). Adhering to this brand mission, we have been seeking to pioneer the
use of gold hardening technology to redefine the application of gold in watchmaking.
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*  GOLDBEAR: GOLDBEAR’s “jewellery-grade humanistic 24K gold watches” (3K E #}
AN &BiF) that “witness every moment” (Wi % —%]) seeks to emphasise the
importance of capturing and cherishing life’s fleeting instants, and to reflect the
genuine, heartfelt sentiments of its customers, embodying not only innovation and
fashion but also humanistic feelings.

We have crafted our two proprietary brands with distinctive styles and brand philosophies,
with each brand catering to different consumer sub-segments. We adopt this dual-brand strategy
to market different OBM products to the respective targeted customer groups, which we believe
will diversify our income stream, attract a wider customer base looking for watches and
accessories with different styles and prices, and cover a wider spectrum of the watch and
accessories markets in China more comprehensively. We place great emphasis on brand building

113

and promotion of our proprietary brands. For details, please see “— Sales and Marketing”.
During FY2022, FY2023 and FY2024, we derived (i) revenue of RMB266.53 million,
RMB405.63 million and RMB338.29 million from HIPINE products, respectively, representing
82.34%, 91.06% and 74.10% of our total revenue for the respective years; and (ii) revenue of
RMB6.47 million, RMBO0.67 million and RMBO0.05 million from GOLDBEAR products,
respectively, representing 2.00%, 0.15% and 0.01% of our total revenue for the respective years.

As our management decided to focus our resources on developing and growing HIPINE, we
had slowed down the production since 2021 and gradually ceased the production of GOLDBEAR
watches in 2023. Going forward, we may consider developing products other than watches under
our GOLDBEAR brand to capture potential market opportunities as they arise.

Our products

During the Track Record Period, we primarily derived our revenue from our OBM business
model. For details of our business model, please see “— Our Business Model”. Our OBM
products cater to a diverse range of applications, from serving as a symbol of social status, gifts
for wedding and other traditional celebratory events, and daily wear and other personal
adornments. Our primary focus is on featuring our self-branded watches under our OBM
business model, and may also selectively launch self-branded accessories products from time to
time. Our OBM watch product portfolio features a range of traditional precious metal watches,
smart watches, and watch parts of our OBM watches, such as watch straps.

As at 31 December 2024, our OBM product portfolio consisted of over 10,000 SKUs (stock
keeping units). Catering to the rational consumption pattern and daily wear preferences of our
target customers and providing accessible options beyond the premium luxury watch brands, we
believe our OBM products are positioned in the mid-range price segment.
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The following table sets forth the key characteristics, marketing proposition and retail

prices of our major products:

Collection Key characteristics and marketing proposition

The HIPINE The HIPINE Dual-Display Smart Gold Watch
Dual-Display Smart integrates traditional craftsmanship and modern
Gold Watch smart technology, enabling users to switch between

(FEe—#EH) traditional mechanical watch movement and smart
movement. It supports health monitoring and over
100 sports modes. Built with 316L stainless steel
and a pure gold bezel, we seek to showcase

durability, hardness and lustre in this product.

The Yue Ji Series
eI

|

VA

u>/,
The Wei Yi Series
(MEE R

The HIPINE Yue Ji Series reflects the brilliance that
time bestows. It balances simplicity with fashion
and incorporates a business style, highlighting the
personality of modern young women.

The HIPINE Wei Yi Series (couples” watches)
features a 24K gold bezel symbolising the purity of
love. The design is ever-changing, yet the
commitment to a lifetime together remains
constant.

The HIPINE First-Meet Series features an oval dial
paired with a radial sunray dial and a bezel full of

The First-Meet Series

(ARSI
sparkling zirconia, like a river of stars flowing,
embodying romance and elegance.
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Pricing

Approximate retail price range as at
31 December 2024*: RMBS,699

Revenue contribution in FY2024: RMB3.0
million, representing 0.66% of our total
revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB1,799-19,980

Revenue contribution in FY2024:
RMB20.35 million, representing 4.46%
of our total revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB2,299-26,980

Revenue contribution in FY2024:
RMB146.02 million, representing
31.98% of our total revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB1,899-4,699

Revenue contribution in FY2024: RMB9.32
million, representing 2.04% of our total
revenue in FY2024



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

Collection Key characteristics and marketing proposition

The Elegant Series The HIPINE Elegant Series features a round dial

(HEE &) combining classic style with the functional beauty
. of a timepiece. Its lightweight, all-gold chain strap
n provides a charming metallic shine, representing
- the beauty of urban women.
/S
ﬁﬁ

The Explorer Series

HERZZI)

The HIPINE Explorer Series incorporates the spirit of
exploration in each tick. The avant-garde design
with a skeleton movement symbolises the courage
to venture into the unknown.

The Magic Flexible The HIPINE Magic Flexible Gold Watch Series

Series features a 24K gold three-dimensional ball-bearing
(B HQERS) strap, interpreting its dynamic shape and feminine

elegance with unique lustre.

The Artisanship Series
(LA F)

Inspired by the sundial and plaques of the Forbidden
City, the Artisanship Series features a Kangxi blue
dial and a 24K gold bezel. The noon hour is
marked by a golden “Xi”

(“E”) character, with a visible automatic
mechanical movement at the centre. The back is
engraved with Forbidden City buildings and water

cloud patterns.
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Pricing

Approximate retail price range as at
31 December 2024*: RMB9,980-10,999

Revenue contribution in FY2024:
RMB37.29 million, representing 8.17%
of our total revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB2,699-18,999

Revenue contribution in FY2024:
RMB71.31 million, representing 15.62%
of our total revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB9,999-11,299

Revenue contribution in FY2024: RMB3.47
million, representing 0.76% of our total
revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMBS,999

Revenue contribution in FY2024: RMB0.04
million, representing 0.01% of our total
revenue in FY2024
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Collection Key characteristics and marketing proposition
The Feng Hua Series The HIPINE Feng Hua Series offers a clean design
(R3EZF) powered by a high-grade quartz movement. Its

textured golden dial adds an atmospheric and
stylish touch.

The Zodiac Series The Dragon, a revered figure in Chinese culture,

(The Year of Dragon symbolises resilience and fearlessness. Reflecting
watches) the harmony and strength of the Dragon, our
(EH RII(HEF)) designers have crafted this limited edition

masterpiece using the finest materials, technology,
and craftsmanship.

The HIPINE Lucky Time Series: gold watches, as
one of the “five wedding golds”, have a deep

The Lucky Time Series
(FFRS)
connotation in Chinese culture. They symbolise
auspicious moments, reflecting desires for
happiness and expressing wishes and gratitude.

The Starry Rotation The Starry Rotation Series co-created by us with

Series “New Classic: Forbidden City” is equipped with
(4%%@%7”) the first domestic automatic mechanical movement

with a flying disc dial design. This fusion of
structural innovation and craftsmanship interprets
the alteration of time, blending ancient wisdom
with modern aesthetics, celebrating the beauty of

history.
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Pricing

Approximate retail price range as at
31 December 2024*: RMB2,699-5,099

Revenue contribution in FY2024:
RMBI11.17 million, representing 2.45%
of our total revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB29,800

Revenue contribution in FY2024: RMB0.54
million, representing 0.12% of our total
revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB3,849-9,349

Revenue contribution in FY2024: RMB7.01
million, representing 1.54% of our total
revenue in FY2024

Approximate retail price range as at
31 December 2024*: RMB3,699-8,999

Revenue contribution in FY2024: RMB0.12
million, representing 0.03% of our total
revenue in FY2024
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*Note: This represents the range of the approximate retail prices (before taking into account promotions and

Pricing

discounts) of the relevant OBM watches sold at our self-operated online channels as at 31 December
2024.

«

As disclosed in “— Pricing” below, we take into account, among others, production costs in determining
the retail prices of our OBM products offered on our self-operated online channels, including but not
limited to raw material costs. As the weight of gold and the types of materials used to produce the watch
strap (e.g. gold, stainless steel or leather) varies across different product models, the retail prices of our

OBM products may demonstrate a relatively large range.

Our pricing approach is predominantly cost-based. In addition to raw material and

production costs and the degree of complexion of the crafting techniques employed, we also

factor in other considerations when determining our pricing strategy, including the business
model under which the relevant product is produced and the sales channel through which it is

distributed. For instance:

OBM: In addition to production costs, pricing of our OBM products, including both
ex-factory prices offered to our primary distributors and retail prices offered to
consumers purchasing directly from us at our self-operated online stores, also takes
into account prices of similar products offered by competitors, income levels of the
target end-consumers of our products, functionality and features of our products,
historical sales performance data, the strategic positioning of our brands and
prevailing market demand and other market conditions.

During the Track Record Period, our OBM products were primarily distributed
through our primary distributorship network. We also sell our OBM products to
third-party online store operators for their onward sales on various third-party
e-commerce platforms. We do not mandate the prices at which our primary distributors
or their sub-distributors, Retail Outlet operators or third-party online store operators

13

sell our OBM products. For details, please see “— Arrangements with our primary
distributors” and “— Arrangements with third-party online store operators”. We believe
that distributors and Retail Outlet operators have a better understanding of the local
competitive landscape, consumer preferences and price sensitivity of the relevant sales
regions, and third-party online store operators generally have more experience in
managing the retail dynamics and competitive landscape on the e-commerce platforms
they operate on. Allowing them to set prices at which they sell our OBM products
gives them the flexibility to optimise pricing based on these local factors. This, in
turn, may help preserve our ability to position our proprietary brands appropriately in
each market/ sales platform, rather than being constrained by a single mandated price
point. We also believe that giving distributors, Retail Outlet operators and third-party
online store operators pricing autonomy incentivises them to actively manage their
sales and pricing strategies, which may be conducive to better sales performance.
From an operational efficiency point of view, this could also reduce the administrative
burden on us to centrally monitor and update pricing across all sales regions.
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As regards our OBM products sold directly by us to end-consumers via our
self-operated online sales stores on third-party e-commerce platforms, such as TMall,
JD.com and Douyin, we have direct price control and we generally apply a
standardised pricing policy across different platforms. This allows us to reinforce a
cohesive market presence and pricing strategy for our self-branded product offerings.
From time to time, we participate in promotional events hosted by third-party
platforms, such as the Double 11 Shopping Festival (% 1 —[#§#¥)fi), and the Double
12 Shopping Festival (1 ¥ H0). For details, please see “— Sales and Marketing”.

. ODM: Under our ODM business model, we are primarily responsible for the
development and manufacturing of precious metal watches and accessories under our
ODM customers’ brand labels. We also provide subcontract processing services for
their products. For these ODM and subcontracting services, our pricing strategy is
primarily cost-plus based, taking into account, among others, our raw material, labour
and overhead costs associated with the design, production and processing processes.
The specific pricing for each ODM product is negotiated with the ODM customer,
taking into account factors such as the complexity of the designs, whether any R&D is
expected to be involved, the quantity of orders, and our existing relationship with the
customer.

Our management reviews our pricing levels against our financial targets and overall
strategic vision, and adjust prices based on comprehensive evaluation of the aforementioned
factors as needed from time to time. We generally adjust the selling prices of our precious metal
watches and gold accessories products to reflect fluctuations in gold prices. We also actively
manage fluctuations in other raw material costs by adjusting our procurement plan based on
actual market demand and production requirements. This allows us to maintain pricing that
balances profitability with market competitiveness. For more details on our procurement
practices, please refer to the “Procurement — Procurement plan” section.
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Sales breakdown of our products
Revenue
By product type

The following table sets forth a breakdown of our revenue generated by product type for
the years indicated:

FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Watches'?
— Traditional precious
metal watches 289,361 89.4 402,734 90.4 322,754 70.7
— Smart watches 4 0.0 337 0.1 28,025 6.1
289,365 89.4 403,071 90.5 350,779 76.8
Accessories®
— Precious metal
accessories and
products 21,875 6.8 23,532 5.3 92,321 20.2
— Watch straps and other
watch accessories 12,464 3.8 18,874 4.2 13,456 3.0
34,339 10.6 42,406 9.5 105,777 23.2
Total 323,704 100.0 445,477 100.0 456,556 100.0
*Notes:

(1) For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal
watches as presented above do not include any precious metal watch with smart functions, and smart
watches as presented above include both smart precious metal watches and other smart watches.

(2)  Our accessories product portfolio includes (i) precious metal accessories and products, which mainly
include wearable precious metal accessories such as earrings, rings, necklaces and bracelets, and other
precious metal products such as gold bars, gold medals and commemorative coins; and (ii) watch straps
and other watch accessories.
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By type of traditional precious metal watches

The following table sets forth a breakdown of our revenue generated by type of traditional
precious metal watches for the years indicated:

FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Traditional precious metal
watches
— 24K gold watches 279,419 86.4 394,650 88.6 312,645 68.5
— 24K gold-plated and
gold-capped watches 9,848 3.0 7,967 1.8 9,651 2.1
— 18K gold watches 50 0.0 63 0.0 437 0.1
— Other watches (Note) 44 0.0 54 0.0 21 0.0
Sub-total: 289,361 89.4 402,734 90.4 322,754 70.7
Total revenue 323,704 100.0 445,477 100.0 456,556 100.0

Note: Our other traditional precious metal watches include (i) silver watches and (ii) stainless steel watches.
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By product and service type

The following table sets forth a breakdown of our revenue generated by product and service

type for the years indicated:

FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Watches"’
Manufacturing and sales
— Traditional precious
metal watches 286,335 88.5 402,754 90.4 322,752 70.7
— Smart watches 4 - 337 0.1 28,025 6.1
286,339 88.5 403,091 90.5 350,777 76.8
Provision of
subcontracting services
— Traditional precious
metal watches 3,026 0.9 (20) - 2 0.0
Sub-total for watches: 289,365 89.4 403,071 90.5 350,779 76.8
Accessories®
Manufacturing and sales
— Precious metal
accessories and
products 4,866 1.5 5,225 1.2 83,108 18.2
— Watch straps and other
watch accessories 3,550 1.1 5,881 1.3 4,146 0.9
8,416 2.6 11,106 2.5 87,254 19.1
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FY2022 FY2023 FY2024
RMB’000 % RMB’000 % RMB’000 %
Provision of
subcontracting services
— Precious metal
accessories and
products 17,009 5.3 18,307 4.1 9,213 2.0
— Watch straps and other
watch accessories 8,914 2.7 12,993 2.9 9,308 2.1
25,923 8.0 31,300 7.0 18,521 4.1
Sub-total for accessories: 34,339 10.6 42,406 9.5 105,777 23.2
Total/Overall 323,704 100.0 445,477 100.0 456,556 100.0
Notes:

(I)  For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal
watches as presented above do not include any precious metal watch with smart functions, and smart
watches as presented above include both smart precious metal watches and other smart watches.

(2)  Our accessories product portfolio includes (i) precious metal accessories and products, which mainly
include wearable precious metal accessories such as earrings, rings, necklaces and bracelets, and other
precious metal products such as gold bars, gold medals and commemorative coins; and (ii) watch straps
and other watch accessories.
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Sales volume

By product and service type

The following table sets forth the sales volume in terms of (i) the total number of watches

sold or processed; and (ii) the total weight of gold used in the accessories products sold or

processed and average selling price/processing fees of our products for the years indicated:

Watches®

Manufacturing and sales

— Traditional precious metal
watches

- Smart watches

Provision of subcontracting
services
— Traditional precious metal
watches

Total:

FY2022
Average
selling
price/
Sales processing
volume" fee®
(unit’000) (RMB/unit)

FY2023
Average
selling
price/
Sales processing
volume" fee'®
(unit’000) (RMB/unit)

FY2024
Average
selling
price/
Sales processing
volume" fee®
(unit’000) (RMB/unit)

108 2,651.0 141 2,856.0 113 2,856
0 N/A 1 337.0 27 1,038
108 2,651.3 142 2,838.5 140 2,506
6 504.0 0 N/A - N/A
114 2,538.3 142 2,838.5 140 2,506
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FY2022 FY2023 FY2024
Average Average Average
selling selling selling
price/ price/ price/
Sales processing Sales processing Sales processing
volume” fee®  volume™ fee®  volume™ fee®
(RMB/ (RMB/ (RMB/
(gram’000) gram) (gram’000) gram) (gram’000) gram)
Accessories”
Manufacturing and sales
— Precious metal accessories and
products 75 65 20 261 158 526
— Watch straps and other watch
accessories 9 394 14 420 8 518
84 100 34 327 166 526
Provision of subcontracting
services
— Precious metal accessories
and products 1,291 13 1,640 11 1,096 8
— Watch straps and other watch
accessories 684 13 966 13 061 14
1,975 13 2,606 12 1,757 11

Total: 2,059 17 2,640 16 1,923 55

Notes:

(1)

2

(3)

€

Sales volume refers to (i) the total number of watches sold or processed; and (ii) the total weight of gold
used in the accessories products sold or processed.

Average selling price/processing fee equals the revenue generated from the sales of or provision of
subcontracting services relating to the relevant products (as the case may be), divided by the total number
of watches sold or processed or the total weight of gold used in the accessories products sold or processed
(as the case may be).

For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal
watches as presented above do not include any precious metal watch with smart functions, and smart
watches as presented above include both smart precious metal watches and other smart watches.

Our accessories product portfolio includes (i) precious metal accessories and products, which mainly
include wearable precious metal accessories such as earrings, rings, necklaces and bracelets, and other
precious metal products such as gold bars, gold medals and commemorative coins; and (ii) watch straps
and other watch accessories.
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By type of traditional precious metal watches

The following table sets forth the sales volume in terms of different types of traditional

precious metal watches manufactured or processed by us for the years indicated:

Traditional precious metal
watches manufactured
or processed by us®

- 24K gold watches

- 24K gold-plated and

gold-capped watches

— 18K gold watches

- Other watches®

Total:

Notes:

FY2022 FY2023 FY2024
Average Average Average
selling selling selling
price/ price/ price/
Sales processing Sales processing Sales processing
volume™ fee®  volume™” fee®  volume" fee®
(unit’000) (RMB/unit)  (unit’000) (RMB/unit)  (unit’000) (RMB/unit)
108 2,594 135 2,921 109 2,880
6 1,535 5 1,526 4 2,357
2,948 3,714 0 1,093
635 100 0 308
114 2,533 141 2,859 113 2,853

(1)  Sales volume refers to the total number of traditional precious metal watches manufactured and sold by us.

(2)  Average selling price/processing fee equals the revenue generated from the sales of or provision of

subcontracting services relating to the relevant traditional precious metal watches, divided by the total
number of watches sold or processed.

(3) For the avoidance of doubt, as defined in “Glossary of Technical Terms”, traditional precious metal

watches as presented above do not include any precious metal watch with smart functions.

(4)  Our other traditional precious metal watches include (i) silver watches and (ii) stainless steel watches.
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Reasons for the changes in revenue and average selling price of certain products during the
Track Record Period

Revenue

Our revenue increased from RMB323.70 million in FY2022 to RMB445.48 million in
FY2023, and further increased to RMB456.6 million in FY2024.

In terms of product type, (i) sales of traditional precious metal watches was the primary
revenue driver, accounting for 89.4%, 90.4% and 70.7% of our total revenue in FY2022, FY2023
and FY2024, respectively. We experienced a dip in traditional precious metal watch revenue and
sales volume in FY2022 due to decreased demand amid the COVID-19 outbreak, but sales
rebounded in FY2023. Our revenue from sales of traditional precious metal watches decreased
from FY2023 to FY2024, primarily due to the decrease in sales volume. We believe such
decrease in sales volume in FY2024 was driven by a change in consumer sentiment under the
evolving economic conditions and commodity prices; (ii) smart watch revenue fluctuated during
the Track Record Period, as a considerable portion of our smart watches were gifted as
complimentary items to customers purchasing our traditional precious metal watches on online
platforms for brand promotion purposes in FY2022 and FY2023. In FY2024, smart watch sales
increased substantially, driven primarily by ODM revenue of RMB22.1 million, including a
significant RMB12.5 million contribution from one customer and a RMB6.2 million revenue
from a limited-edition smart watch gift box set for a leading Chinese baijiu brand. Our OBM
smart watch sales also demonstrated growth during FY2024, reflecting increasing market
demand; and (iii) revenue generated from accessories also experienced volatility during the
Track Record Period, declining in FY2022 due to decreased demand during the COVID-19
outbreak, before surging in FY2024 due to orders from a new ODM customer, namely Customer
A. For details, please see “— Arrangements with ODM Customers — Arrangements with Customer
A”.

For more detailed analysis of the changes in our revenue during the Track Record Period,
please see “Financial Information — Description of selected items in consolidated statements of
profit or loss and other comprehensive income — Revenue — By products™.

Average selling price

As disclosed in “— Our Brands and Products — Pricing”, our pricing approach is
predominantly cost-based. The pricing of products manufactured and sold by us primarily takes
into account (i) the market price of gold at the time of sale; (ii) the costs of other raw materials
such as watch components; (iii) production costs that vary with the product’s design complexity
and crafting techniques; and (iv) profit margins that account for various factors such as target
consumer purchasing power, product functionality and features, brand positioning, and
prevailing market demand.
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Traditional precious metal watches manufactured and sold by us

The following table sets forth the average selling price and average weight of gold
contained in relation to our traditional precious metal watches during the Track Record Period:

FY2022 FY2023 FY2024
Average selling price
(RMB per unit) 2,651 2,856 2,856
Average weight of gold
(grams per unit) 5.48 5.23 4.32

In order to reflect the market price of gold in our selling prices, we adjust the selling prices
of the traditional precious metal watches manufactured and sold by us in response to fluctuations
in gold prices. For instance, (a) the spot price (i.e. the average settlement price in the relevant
year) of Au9999 gold as quoted on the Shanghai Gold Exchange increased by 15.27% from
RMB390.10 per gram in 2022 to RMB449.67 per gram in 2023, and by 23.90% from 2023 to
RMB557.16 per gram in 2024; and (b) the closing prices of Au9999 gold as quoted on the
Shanghai Gold Exchange increased by 15.34% from RMB373.85/g on the last trading day of
2022 to RMB473.45/g on the last trading day of 2023, and by 16.15% from on the last trading
day of 2023 to RMB614.80/g on the last trading day of December 2024. In parallel, the average
selling price of the traditional precious metal watches manufactured and sold by us increased
from RMB2,651 per unit in FY2022 to RMB2,856 per unit in FY2023 (representing an increase
of 7.73%), and remained stable at RMB2,856 per unit in FY2024. According to CIC, competing
manufacturers of similar gold watches in China maintained an average range of average selling
price of approximately RMB2,000 to RMB6,800 per unit in FY2023. This suggests that our
Group’s pricing strategy remains competitive relative to prevailing market levels, reflecting our

113

product positioning and target consumer segment as described in “— Our Brands and Products —

Our proprietary brands”.

To manage gold price volatility, we employ gold inventory management policies that
emphasizes flexibility and responsiveness to market conditions. For instance, we may choose to
purchase more gold if macroeconomic indicators suggest a rise in international gold prices or
when gold spot prices quoted on the Shanghai Gold Exchange is deemed favourable, provided
we have the necessary cash available. Given gold’s value-preserving nature and long-lasting
properties, we consider that it is reasonable to acquire gold during an upward price trend. For

13

details, please see “— Inventory — Inventory management — Gold inventory”. Consequently, the
average purchase price of our gold purchases (inclusive of tax) increased by 15.0% from
RMB389.13 per gram in FY2022 to RMB447.31 per gram in FY2023, and by 14.0% from
FY2023 to RMB541.31 per gram in FY2024. For details, please see “— Procurement — Purchase

price”.
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Changes in the average selling price of traditional precious metal watch manufactured and
sold by us for each financial year during the Track Record Period may not be directly
proportional to the changes in our average gold purchase price, the average settlement price of
Au9999 gold, or the last trading day closing prices of Au9999 gold during the relevant year,
primarily due to (i) our pricing strategy, which considers not only gold market prices but also
other raw material costs, production expenses and profit margins as mentioned above, each of
which is variable and product-specific; (ii) the differences in our sales mix of traditional
precious metal watches in each financial year, as different products/collections have distinct
pricing bases; and (iii) our procurement and inventory accounting methods. Specifically, we
utilise a weighted average method for valuing raw material inventory, including gold. When gold
is purchased in earlier periods and held in inventory, the cost recognition is deferred until the
actual product sale occurs. Consequently, the cost of sales experiences a more gradual increase
compared to current market gold prices. This approach means that while current gold prices may
rise, our cost of sales reflects a smoothed, averaged historical cost. As a result, we can maintain
more flexible pricing that responds quickly to market conditions while managing our cost base
strategically. Specifically, the average weight of gold contained in our traditional precious metal
watches sold decreased by 4.56% from 5.48 grams per unit for FY2022 to 5.23 grams per unit
for FY2023, and further decreased by 17.40% from FY2023 to 4.32 grams per unit for FY2024,
whereas the average selling price of the traditional precious metal watches manufactured and
sold by us increased by 7.73% between FY2022 and FY2023 and remained stable in FY2024.
The decreasing trend in the average weight of gold in our traditional precious metal watches was
mainly attributable to our strategy to maintain the average selling price of our traditional
precious metal watches at a steady level to cater to the price expectations of end consumers, as
keeping the original weight of gold in our traditional precious metal watches would lead to an
increase in the selling price of such watches, which may in turn negatively affect consumer
demand for our traditional precious metal watches. As mentioned above, keepi