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RISK FACTORS

An [REDACTED] in the Shares involves various risks. You should consider carefully all the
information set out in this document and, in particular, the risks described below before making an
[REDACTED] in the Shares.

The occurrence of any of the following events could materially and adversely affect our
business, financial condition and results of operations. If any of these events occurs, the
[REDACTED] of the Shares could decline and you may lose all or part of your [REDACTED]. You
should seek professional advice from your relevant advisors regarding your prospective
[REDACTEDY] in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

If we fail to continuously develop and innovate our products and effectively manage the
introduction and transition to new and upgraded products, we may not remain competitive,
stimulate customer demand, retain existing customers or attract new customers, and our business,
financial condition, results of operations and prospects may be materially and adversely affected.

Our business growth relies on our ability to identify and anticipate customer needs and develop
products that meet evolving requirements, including functionality, performance, reliability, design and
security, at competitive prices. Our ability to retain existing customers, attract new customers and
increase sales also depends on our ability to continue improving and enhancing the functionality,
performance, reliability, design, security, adaptability and scalability of our products, which requires
significant and sustained investment in research and development in an industry characterized by rapid
technological evolution, frequent introductions of new products, shifting customer demands and the
emergence of new industry standards and practices.

In addition, due to the highly volatile and competitive nature of the industries in which we
compete, we must continually introduce new products, services and technologies, improve existing
products, effectively stimulate customer demand for new and upgraded products and successfully
manage the transition to these new and upgraded products. The success of new product introductions
depends on a number of factors, including timely and successful product development, market
acceptance, our ability to manage risks associated with new product production ramp-up issues, the
effective management of purchase commitments and inventory levels in line with anticipated product
demand, the availability of products in appropriate quantities and at expected costs to meet anticipated
demand, and the risk that new products may have quality or other defects or deficiencies in the early
stages of introduction. Accordingly, we cannot determine in advance the ultimate effect of new product
introductions and transitions.

If we are unable to develop and innovate products in a cost-effective and timely manner to
respond to technological changes and our customers’ evolving needs, or if we fail to successfully
manage new product introductions and transitions, our existing customers may not spend more on our
products, we may not be able to attract new customers, and we may not remain competitive or be able
to stimulate customer demand, under which circumstances our business, financial condition, results of
operations and prospects may be materially and adversely affected.

We face intense competition in the global memory products market from Original Memory
Manufacturers and other independent memory product companies, and if we fail to compete
effectively, our business, results of operations and financial condition could be materially and
adversely affected.

The memory products industry is highly competitive, rapidly evolving and characterized by price
volatility, frequent product upgrades and short product life cycles. We compete in the global memory
products market with Original Memory Manufacturers and other independent memory product
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companies. As an independent memory product company, we compete directly with Original Memory
Manufacturers for substantially the same customer base and application scenarios, and Original Memory
Manufacturers may be preferred by customers in light of their scale, vertically integrated manufacturing
capabilities, research and development resources, broader product portfolios, stronger brand
recognition, and ability to provide stable supply and more competitive pricing.

Given the market concentration and the relative scale advantages of Original Memory
Manufacturers, we may face sustained pricing pressure, margin compression and increased competition
for customer qualification and allocation, and we may be required to offer more favorable pricing or
commercial terms, make additional investments in research and development, or increase working
capital to secure upstream supply. Our profitability has historically been sensitive to changes in market
prices and customer terms. For example, our embedded storage products experienced margin
compression, with gross profit margin decreasing from 20.7% in 2024 to 15.3% in 2025, reflecting,
among other factors, pricing/margin changes under the Customer Supply Arrangement and our pricing
strategy. See “Business — Customer Supply Arrangement.”

Original Memory Manufacturers and other large competitors may also respond more quickly to
technological changes and new standards, accelerate product launches, engage in aggressive pricing
strategies, and allocate capacity preferentially to higher-priority customers during periods of supply
tightness. As a result, we may lose customers, fail to maintain or increase sales volumes, experience
declining average selling prices or adverse product mix shifts, or be unable to maintain stable supply to
our customers, any of which could materially and adversely affect our business, financial condition,
results of operations and prospects.

New scientific and technological outcomes or trends could make our products uncompetitive and
obsolete.

Our success depends on our ability to develop and integrate our key technologies, including (i)
controller chip design and development, (ii) firmware algorithm development, (iii) testing system
development and (iv) storage medium characteristic analysis to support our products. To remain
competitive, we must maintain and enhance our key technologies to meet the latest downstream market
needs, technological advancement and industry standards. The development activities related to our key
technologies may involve significant time, risks and uncertainties. For example, our R&D team may not
be able to coordinate and manage the development projects on schedule. The expenses associated with
these investments may affect our margins and operating results and these investments may not generate
sufficient revenue to offset related liabilities and expenses.

Technological advancement and new industry standards in the downstream application scenarios
of our products may affect the application requirements of our end customers and their products. If we
fail to develop new products or refine our technologies to match the different or additional requirements
of our end customers, the sale of our products may decrease, and our business, financial condition and
results of operations may be adversely affected.

The markets in which we compete have historically been cyclical and have experienced downturns
with declines in average selling prices that have materially adversely affected, and may in the
future materially and adversely affect, our business, results of operations and financial condition.

Historically, the memory product market has experienced cyclical fluctuations, characterized by
changes in raw material prices, product demand, and average selling prices. The demand for our
products is largely driven by the demand for downstream devices and end applications such as
consumer electronics, smart home and smart vehicles industry, edge computing and cloud computing.
Sales of our products are dependent on demand in these markets. From time to time, these markets have
experienced cyclical downturns, often in connection with, or in anticipation of, declines in general
economic conditions, and we may experience substantial period-to-period fluctuations in our operating
results due to factors affecting these markets. Changes in end-user demand for our customers’ products
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could have a material adverse effect on demand for our products, particularly if the customer has
accumulated excess inventories of products purchased from us or from competitors selling similar
products. Reduced demand for our products could have a material adverse effect on our business,
results of operations and financial condition.

Our competitors and customers also impose significant pricing pressures on us. These declines in
average selling prices have in the past had, and may again in the future have, a material adverse effect
on our business, results of operations and financial condition. Declines in prices also could affect the
valuation of our inventory, which could result in inventory write-downs. In addition, our net sales and
gross profit may be negatively affected by shifts in our product mix during periods of declining average
selling prices. In addition, the prices of raw materials for our products, particularly wafer prices, have
also experienced cyclical fluctuations. Fluctuations in raw material prices may affect our costs of sales
and gross profit margins, potentially having an adverse impact on our business, financial condition, and
operating performance. See “— We may be exposed to risks relating to fluctuations of raw material
costs.”

During the Track Record Period, our average selling prices fluctuated significantly for certain
products. For example, after excluding the impact of the Customer Supply Arrangement, the average
selling price of our embedded storage increased from RMBO0.30 per GB in 2023 to RMB0.48 per GB in
2024, and then slightly decreased to RMBO0.47 per GB in 2025. In addition, the average selling price of
our embedded storage, excluding the Customer Supply Arrangement, increased from RMB0.40 per GB
in the four months ended April 30, 2025 to RMB1.75 per GB in the four months ended April 30, 2026,
primarily reflecting favorable market conditions and upward pricing trends for embedded storage during
the period, together with changes in product specifications, customers and our pricing strategy.
Accordingly, future decreases or adverse fluctuations in average selling prices may materially reduce
our revenue and gross profit margin, particularly if we are unable to reduce procurement costs or adjust
our product mix in a timely manner.

If we fail to manage our growth and expansion effectively, our business, financial condition and
results of operations may be materially and adversely affected.

We recorded revenue of RMBS,780.7 million and RMBS8,718.4 million in 2023 and 2024,
respectively, and our revenue increased by 28.9% from RMBS,718.4 million in 2024 to RMB11,237.6
million in 2025. Our revenue increased by 185.7% from RMB2,804.5 million in the four months ended
April 30, 2025 to RMB8,012.3 million in the four months ended April 30, 2026. Our gross profit
increased significantly from RMB417.2 million in 2023 to RMB1,399.6 million in 2024, and further to
RMB2,446.4 million in 2025. Our gross profit further increased from RMB386.6 million in the four
months ended April 30, 2025 to RMB4,968.8 million in the four months ended April 30, 2026. The
success of our business initiatives and strategies depends on various factors, such as economic
condition, market condition, competition, regulatory requirements, technological advancement and
customer preferences. These factors may be difficult to predict or control. If they do not develop as we
expect, our business initiatives and strategies may not be successful in enhancing our business as
anticipated.

In addition, the execution of these plans may require significant investment of capital and other
resources and management attention, and we may face challenges in implementing them effectively or
within the expected time frame. As a result, we may experience delays, cost overruns or other obstacles
that may limit our ability to realize the full benefits of these initiatives. If we are unable to successfully
execute our business initiatives and strategies, or if the benefits we realize are less than we estimate,
our business, financial condition and results of operations may be adversely affected. Furthermore, we
may not be able to continue growing at the same rate as we did during the Track Record Period, or as
expected, or at all. Our results of operations depend to a large extent on our ability to execute our
growth plan and manage our expansion and growth successfully. The successful growth of our business
depends on our ability to (1) produce products that meet customer expectation; (2) secure a stable
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supply of key raw materials at a reasonable cost; (3) maintain and expand our sales network; (4)
enhance our talent management and recruit additional key personnel; and (5) monitor and control
expenses and investments in anticipation of expanded operations.

We may not be able to obtain or maintain adequate intellectual property rights protection for our
products, or the scope of such intellectual property rights protection may not be sufficiently
broad.

Our success depends in a large part on our ability to protect our proprietary technology as well as
our products from competition by obtaining, maintaining and enforcing our intellectual property rights,
including patent rights. As of April 30, 2026, we had 416 granted patents in China and overseas,
including 320 invention related patents. As of April 30, 2026, we had 74 copyrights and 35 registered
trademarks in China and overseas. See “Business — Intellectual Property.” The intellectual property
application process may be expensive and time-consuming, and we may not be able to file and
prosecute all necessary and desirable intellectual property applications at a reasonable cost or in a
timely manner, if at all. In addition, we may fail to identify patentable aspects of our R&D results
before it is too late to obtain patent protection. As a result, we may not be able to prevent competitors
from developing and commercializing competitive products in any or all such fields.

Our applications may not be granted or our intellectual property may be invalidated for multiple
reasons, including known or unknown prior deficiencies in the intellectual property application or the
lack of novelty of the underlying technology. As such, we cannot assure you that we will be able to
discern the scope of the intellectual property protection or obtain adequate intellectual property
protection with respect to our products. Our intellectual property may not be approved in a form that
will provide us with any meaningful protection from competition or with any competitive advantage.
For instance, our competitors may be able to circumvent our patents by developing similar or
alternative technologies or products in a non-infringing manner. The issuance of a patent is not
conclusive as to its inventor, scope, validity or enforceability, and our patents may be challenged in the
courts or patent offices in China and other jurisdictions. Further, the life of a patent and the protection
it affords is limited. For example, in China, invention patents and utility model patents are valid for 20
years and 10 years from the date of application, respectively. If we fail to extend the life of our patents,
we may face competition from any approved products once the patent life has expired for the product.

Potential intellectual property negotiations and disputes, including those involving
standard-essential patents, may be prolonged and may adversely affect our business, results of
operations and financial condition.

We may be involved in intellectual property negotiations, disputes, claims or proceedings,
including negotiations or disputes relating to patents claimed to be standard-essential patents and
related fair, reasonable and non-discriminatory licensing terms. Such matters may be prolonged,
complex and costly, and may involve technical claim analysis, patent validity and essentiality
assessment, licensing negotiations, settlement discussions, administrative proceedings or litigation.
Regardless of their merits, such negotiations, disputes or proceedings may divert management attention
and internal resources, require us to incur substantial legal and professional expenses, affect our
relationships with customers or suppliers, delay product development or commercialization, or require
us to pay licence fees, royalties, damages or settlement amounts. If any such matter is resolved
adversely against us, we may also be required to redesign relevant products, suspend or restrict sales of
affected products, or enter into licensing arrangements on terms that may not be commercially
favourable to us, any of which could adversely affect our business, results of operations and financial
condition.

The industry in which we operate is patent-intensive. Companies, including us, in this industry
routinely seek patent protection for their product designs. Some of our competitors have large patent
portfolios with broad rights and may claim that our expected commercial use of our products has
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infringed their patents. Specifically, these competitors may allege that certain features of our products
fall within the coverage of their patents. Therefore, our competitors may initiate legal proceedings
alleging that we are infringing, misappropriating or otherwise violating their intellectual property rights
in connection with the commercialization of our products.

We may not be able to identify or avoid intellectual property infringement activities, primarily
because whether a product infringes a patent involves an analysis of complex legal and factual issues
and the conclusion of such analysis is often uncertain. For example: we may hire employees who have
previously worked for our competitors and cannot assure that such employees will not use their
previous employers’ proprietary know-how, technology and other proprietary information in their work
for us, which could result in litigation against us; and our competitors may also have filed for patent
protection which is not as yet a matter of public knowledge or claimed trademark rights that have not
been revealed through our searches of relevant public records. Therefore, our efforts to identify and
avoid infringement on third parties’ intellectual property rights may not always be successful.

In January 2024, we received a letter from a third party (“Enterprise X”), regarding a licensing
portfolio of patents which Enterprise X claimed to be standard-essential patents (“SEPs”) in relation to
certain storage-related standards. Enterprise X expressed its willingness to engage in discussions with
us on fair, reasonable and non-discriminatory (“FRAND”) terms. We responded to Enterprise X and
expressed our willingness to engage in such negotiations. As of the Latest Practicable Date, Enterprise
X and we had remained in ongoing negotiations. Based on the current status of the negotiations and
information available to us and after consultation with our IP legal advisor, our Directors are of the
view that the negotiations with Enterprise X have not had a material impact on our business operations
and financial performance. We are also not aware of any immediate risk of suspension of sales of our
products, as we have been negotiating in good faith in accordance with FRAND principles. Based on
the due diligence performed, nothing has come to the attention of the Sole Sponsor that would cause it
to cast reasonable doubt on the view of the Directors. However, we cannot assure you that such
negotiations will not become prolonged, escalate into disputes or proceedings, or result in license fees,
settlement amounts or other costs that may adversely affect our business, results of operations or
financial condition.

Any claims of patent or other intellectual property infringement, regardless of their merit, could
be expensive, time-consuming and may divert management attention and internal resources. These
claims and the relevant proceedings could diverge management attention and result in substantial
financial costs. If our competitors or employees succeed in raising their claims, we may be required to
suspend our sales efforts of the relevant products, pay substantial damages to third parties, or enter into
royalty or licensing agreements which may not be available on terms favorable to us.

We may be subject to the risks associated with international trade policies, geopolitics and trade
protection measures, including imposition of trade restrictions and sanctions, and our reputation,
business, results of operations and financial condition could be adversely affected.

Our operations are subject to deterioration in the political and economic relations among countries
and sanctions and export controls administered by government authorities in the countries in which we
operate, and other geopolitical challenges, including, but not limited to, economic and labor conditions,
increased custom duties, tariffs, taxes and other costs and political instability.

Sanctions and Export Control

In particular, the U.S. government imposed economic and trade sanctions directly or indirectly
affecting China-based technology companies. It is possible that the extent and scope of such sanctions
may escalate. There is no assurance as to how the U.S.-China trade tensions might develop or whether
there will be any changes to the scope and extent of goods that are or will be subject to such export
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controls, sanctions, tariffs, or new trade policies introduced by the two countries. We cannot predict the
implications of the ongoing U.S.-China trade tensions and the resulting impact on our industry and the
global economy.

In recent years, the United States has increased export controls restrictions on China through the
EAR, which includes a list of foreign persons on which certain trade restrictions are imposed (the
“Entity List”). The export, re-export and/or in-country transfer of items subject to the EAR to a listed
foreign person is generally prohibited unless the specified license requirements are met. These
restrictions or regulations, and similar or more expansive restrictions or regulations that may be
imposed by the U.S. or other jurisdictions in the future, may materially and adversely affect our ability
to acquire technologies, systems, devices or components that may be critical to our technology
infrastructure, product offerings and business operations. Any uncertainties and changes in these current
or future restrictions or regulations may have a negative impact on our reputation and business. If
certain of our customers or suppliers, including the third-party service providers, are listed on the
Entity List and are subject to restrictions from sourcing or selling technologies, software, or
components from or to us, we may not be able to obtain, extend or maintain the requisite regulatory
permits in relation to our transactions with these customers and suppliers. In particular, our
wholly-owned PRC subsidiary Hefei Core Storage has been designated on the U.S. Department of
Commerce Bureau of Industry and Security’s Entity List, which means that exports, reexports or
transfers (in-country) to Hefei Core Storage of items that are subject to the EAR may require a BIS
license and may restrict Hefei Core Storage’s ability to procure or obtain certain goods, software and
technology that are subject to the EAR, and could, to the extent relevant, affect our supply chain
arrangements and related business operations. For details, see “Business — U.S. Export Controls,
Sanctions and Entity List Designation of Hefei Core Storage.” As the international trade environment
continues to evolve, we may be subject to additional or more stringent export control or sanctions
restrictions, which could adversely affect our operations, supply chain arrangements and financial
performance.

During the Track Record Period, our products were offered to our downstream customers in China
and overseas. However, we cannot assure you that our downstream customers will not engage in the
export of their goods incorporating our products into the U.S. or other countries and regions, and that
such export will not be subject to the restrictions introduced by the U.S. or other states and political
entities. Furthermore, if we export our products to other countries and regions which are or become
subject to sanctions or export controls, our business, financial condition and results of operations may
be materially and adversely affected. Furthermore, we have no control over the countries to which the
downstream customers will sell or export their end products. If the export sales of the downstream
customers’ end products are restricted, prohibited or made subject to any trade conditions under any
international policies or international export controls or economic sanctions imposed by any
jurisdictions, the downstream customers’ demand for our products may drop significantly and, as a
result, our business, financial condition and results of operations may be materially and adversely
affected.

In addition, although we conduct counterparty screening and require all our customers to sign
export controls and sanctions compliance undertakings, we have inherent limitations in controlling
onward sales by our downstream customers. After our products are delivered to our direct customers or
distributors, such products may be further resold, transferred or incorporated into products sold by
downstream customers to other end customers. We generally do not have full visibility over, or the
ability to control, such onward sales, ultimate end customers or end uses. Accordingly, we cannot
assure you that our products, or products incorporating our products, will not ultimately be sold,
transferred or otherwise made available to parties subject to trade restrictions, sanctions or export
control restrictions, including parties on the Entity List, or used for restricted end uses. Even if such
onward sales or transfers occur without our knowledge or involvement, they may expose us to

_42 —



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

regulatory enquiries, reputational harm, additional compliance costs, enhanced diligence by suppliers
and customers, or disruption to our business relationships, which could adversely affect our business,
results of operations and financial condition.

Tariffs

In early 2025, the United States government announced a series of tariff increases on imports
from China, which increased to up to 145% for some imports from China. In November 2025, the U.S.
suspended certain tariffs on Chinese imports. As of the Latest Practicable Date, it remained uncertain
how the Sino-U.S. and the global trade tension will develop. We do not sell any products to the United
States and generate no revenue originating from the U.S. market. However, tariff policies make it
difficult for us to predict the magnitude and impact of any future changes in the relations between the
U.S. and China or new laws or regulations adopted by the U.S. and other countries on our business, and
we cannot assure you that our sales in the future will remain unaffected.

Final Rule

On October 28, 2024, the Department of the Treasury issued the Provisions Pertaining to U.S.
Investments in Certain National Security Technologies and Products in Countries of Concern (the
“Final Rule”) to implement an outbound investment program that restricts investments by U.S. persons
and U.S.-controlled entities imposed by Executive Order 14105, “Addressing United States Investments
in Certain National Security Technologies and Products in Countries of Concern”. The Final Rule has
become effective on January 2, 2025. The Final Rule targets investments by U.S. persons involving
persons and entities associated with “countries of concern,” currently including Chinese Mainland,
Hong Kong, and Macau, that engaged in activities in certain sectors such as semiconductors and
microelectronics, quantum information technologies or artificial intelligence (which the Final Rule
defines as “covered activities”). The persons and entities from countries of concern engaged in covered
activities defined as “covered foreign persons”. The Final Rule imposes prohibition or notification
requirements on a wide range of investments by U.S. persons subject to the Final Rule, which are
defined as “covered tramsactions”, include acquisitions of equity interests (including purchases of
shares in an initial public offering or contingent equity), certain debt financing, joint ventures, and
certain investments as a limited partner in a non-U.S. person pooled investment fund. See “Regulatory
Overview — Final Rule by the U.S. Department of the Treasury” for details of the Final Rule.

Based on the assessment conducted by our international sanctions legal adviser, we are a “covered
foreign person” engaged in one of the “covered activities” (each as defined in the Final Rule) as we
design (and do not fabricate or package) integrated circuits, which do not have a total processing
performance of 4800 or more, or have a total processing performance of 1600 or more and a
performance density of 5.92 or more, as described in ECCN 3A090.a under the EAR, and are not
designed for operation at or below 4.5 Kelvin. Therefore, our designing of integrated circuits does not
meet the threshold for “prohibited transactions” under the Final Rule, but still falls under the
“notifiable transactions.” Pursuant to the Final Rule, any U.S. person’s acquisition of our equity interest
that is not yet publicly traded for the purpose of facilitating the [REDACTED] may constitute
“notifiable transactions,” which a U.S. person may be required to file a notification within 30 days of
the completion date of a “notifiable transaction.”

Nevertheless, under the Final Rule, if at the time of acquisition the equity interest is publicly
traded, investments by U.S. persons in such “publicly traded securities” are categorized as “excepted
transactions.” Accordingly, upon the completion of our [REDACTED] and in reliance on the publicly
traded securities exception under the Final Rule, U.S. persons will be allowed to [REDACTED] in our
H shares without notifying the U.S. Department of Treasury, as long as the [REDACTED] made does
not afford a U.S. person certain rights beyond standard minority shareholder protections. Based on the
foregoing, our Directors and our international sanctions legal adviser are of the view that the Final Rule
will not have any material impact on the Group’s operations, financial performance or [REDACTED]
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(including the [REDACTED] and post-[REDACTED] trading). However, the Final Rule nonetheless
may increase the compliance burden of U.S. [REDACTED] and may cause certain [REDACTED] to
adopt a more cautious approach in their [REDACTED], affecting the [REDACTED] sentiment towards
us, and therefore negatively impacting our ability to raise capital. Even though U.S. persons’ investment
of certain publicly traded securities (such as [REDACTED] our H Share in the open market) falls
under an exception in the Final Rule, the U.S. laws and regulations could still limit our ability to raise
capital or contingent equity capital from U.S. investors after this [REDACTED] given that the relevant
laws, regulations and policies continue to evolve.

We may be subject to risks relating to Taiwan regulations governing outbound investment and
technical cooperation in Chinese Mainland entities, and any failure by our Taiwan-related
investors or counterparties to comply with such requirements, or any change in regulatory
interpretation, could adversely affect us.

Under the Act Governing Relations between the People of the Taiwan Area and the Mainland Area
of China and the Regulations Governing Permission for Investment or Technical Cooperation in the
Mainland Area, persons and entities from Taiwan Area of China are generally required to obtain
approval from the Ministry of Economic Affairs of Taiwan (“MOEA”) for investment or technical
cooperation in Chinese Mainland, subject to applicable filing thresholds, sector-specific restrictions and
ongoing reporting requirements. These rules may apply to, among others, establishment of entities,
capital increases, acquisitions, branch expansion, and transfers or licenses of know-how, patent rights or
computer program copyrights, and certain conditionally permitted sectors such as wafer foundries, IC
design, packaging and testing may require prior MOEA approval. Approved investors are also subject to
post-investment filing and periodic reporting obligations, and investors with larger cumulative
investments are subject to enhanced quarterly and annual reporting requirements.

We have received investments from and have maintained various business relationships with
Taiwan entities, which have complied with all the applicable Taiwan laws and regulations. Please see
“History, Development and Corporate Structure — Establishment and Corporate Development —
Establishment of Our Company and our Relationship with Phison Electronics” for more details and the
relevant legal analysis. We cannot assure you that the relevant authorities in Taiwan will not adopt
different regulatory interpretations in the future, that the applicable laws, regulations or interpretations
will not change, or that additional approvals, filings or reporting will not be required. If any of the
relevant arrangements were found not to comply with applicable Taiwan requirements, or if future
changes in law or interpretation impose additional restrictions, approvals or reporting obligations, our
business, reputation, financial condition and results of operations could be adversely affected.

If we are unable to retain our senior management team, key employees, and qualified staff, or
attract and compete for talent, our business, financial condition, and results of operations could
be adversely affected.

Our continued success depends and will continue to depend to a significant extent on our efforts
and abilities to retain the key members of our management team to make sure each of them is and will
continue to be actively engaged in our management and our strategic planning. Our future performance
will also depend on their continuing services contributions to formulate and execute our business plan
and to identify and pursue new opportunities. The loss of services of any of these individuals or the
ineffective management could significantly delay or prevent the achievement of our development and
strategic objectives, which could adversely affect our business, financial condition, results of operations
and prospects.

Our long-term development also depends on our ability to attract and retain a large number of
qualified staff, especially those engaged in technical research and development. To compete for and
retain talent, we may have to offer higher remuneration, more comprehensive training systems, more
attractive career development opportunities and benefits, which may lead to a substantial increase in
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labor costs. In addition, we cannot guarantee to constantly attract, develop and retain qualified
personnel to support our future development. Meanwhile, labor disputes between us and our employees,
as well as relevant labor-related regulatory or legal proceedings, may divert management and financial
resources, negatively affect employee morale, reduce production efficiency or harm our reputation and
recruitment capabilities. Any of the above issues related to our workforce may materially and adversely
affect our operations and future growth.

Because our business model is characterized by relatively low and volatile gross profit and net
profit margins, a small adverse change in selling prices, product mix, customer terms or
procurement costs could materially and adversely affect our profitability and results of
operations.

Our overall gross profit margin and net profit margin have been relatively low and subject to
fluctuations during the Track Record Period, and our profitability is sensitive to changes in average
selling prices, product mix and procurement costs. In addition, our gross profit margins for certain
product lines have historically been thin, and changes in market prices have been a key driver of
margin movements. As a result, even if our revenue increases, we may not be able to maintain or
improve profitability if (1) market prices of our products decline, (2) we are unable to pass through
increases in procurement prices of wafers or other key inputs, (3) we need to offer more favorable
pricing or commercial terms to retain or win customers, (4) product mix shifts toward lower-margin
products or customers, or (5) we experience inventory or purchase-commitment related losses due to
market volatility. Any of the foregoing could cause our gross profit, net profit and cash flows to decline
and could materially and adversely affect our business, financial condition, results of operations and
prospects.

We have been and intend to continue investing significantly in R&D activities, which may
adversely affect our profitability and operating cash flow and may not generate the results we
expect to achieve.

We invest in R&D activities to develop and introduce new and enhanced products. In 2023, 2024,
2025 and the four months ended April 30, 2025 and 2026, our R&D expenses were RMB282.6 million,
RMB392.2 million, RMB493.2 million, RMB151.4 million and RMB199.6 million, respectively,
accounting for 3.2%, 4.5%, 4.4%, 5.4% and 2.5% of our total revenue for the respective periods. The
industry in which we operate is subject to rapid technological innovations. To expand our product
portfolio and to remain competitive in the industry, we need to continue investing resources in R&D
activities. As a result, we may continue to incur significant R&D expenses in the future. However, we
cannot guarantee that our efforts will be successful or deliver the effects, functions or benefits we
expect. R&D activities are inherently uncertain. We may not be able to obtain sufficient resources,
including qualified R&D personnel and R&D equipment to support the R&D of new or enhanced
products. We may still encounter practical difficulties in commercializing our R&D outcomes. R&D
activities are time-consuming and by the time our products are due for commercialization, new
technologies could render our products obsolete, in which case we may not be able to recover related
R&D expenses, which could result in a decline in our revenue, profitability and market share.

Our R&D efforts may not contribute to our future results of operations within our expected
timeframe, or at all. The success and profitability of our new products are subject to various factors
such as market demand, macroeconomic conditions or the pace of technological advancement, which
are beyond our control. Therefore, the contributions from our R&D efforts may not meet our
expectations or even cover the costs of such efforts, which would materially and adversely affect our
business, results of operations, financial condition and competitive position.
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We may not be able to fully avoid risks associated with quality control over our products.

The quality of our products depends on the effectiveness of our quality control and quality
assurance protocol, which in turn depend on factors such as the quality of related training programs and
our ability to ensure that our employees adhere to our quality control and quality assurance protocol.
However, our quality control and quality assurance protocol may not be effective in preventing and
resolving deviations from our quality standards. Any failure to execute our quality control and quality
assurance protocol could render our products unsuitable for use within their service life or defective,
which may adversely impact our market reputation and relationship with business partners.

Our supplier management system may not fully mitigate the risks associated with the quality of
products or services provided by our suppliers. We cannot assure you that the products manufactured by
our suppliers are safe and free of defects or can meet the relevant quality standards. In the event of any
quality issues, we could be subject to indemnity and product liability claims and we may not be able to
seek indemnification from our suppliers. See “— Our products may be subject to indemnity and product
liability claims, which could result in significant costs and damage to our business, reputation and
downstream customer relationships, market acceptance of our products, financial condition, results of
operations and prospects.” If we engage in legal proceedings against our suppliers, such proceedings
may be time-consuming and costly regardless of the outcome. Any such issues may materially and
adversely affect our business, financial condition and results of operations.

We rely on a limited number of suppliers for raw materials and the manufacture of our products.

We rely on a limited number of suppliers for raw materials and the manufacture of our products.
In 2023, 2024, 2025 and the four months ended April 30, 2026, the aggregate purchases from our five
largest suppliers in each period were RMB3,808.5 million, RMB4,182.5 million, RMB6,616.4 million
and RMB4,310.2 million, respectively, accounting for 43.5%, 49.4%, 55.5% and 63.0% of our total
purchases in the same periods, respectively. For details, see “Business — Our Suppliers — Our Major
Suppliers.” We may not be able to maintain our business relationships with our suppliers due to factors
such as geopolitical and trade tensions, unsatisfactory quality or significant increase in the prices of the
raw materials and services related to the manufacture of our products.

Our cooperation may be terminated by the raw material suppliers for reasons beyond our control.
If that happens, we may need to secure alternative sources for the raw materials. Accordingly, if any of
our suppliers, especially any of the five largest suppliers, fails to provide raw materials in a timely and
satisfactory manner, or terminates their relationship with us during the Track Record Period, and if we
are unable to secure alternative sources on a timely basis, our business and results of operations may be
adversely affected.

In addition, certain of our suppliers may be subject to various regulations and may be required to
obtain and maintain various qualifications, government licenses and approvals in the jurisdictions in
which they operate. Their ability to provide sufficient raw materials could be adversely affected by
natural disasters, including earthquakes, drought and typhoons, in locations where they operate,
disruptions at manufacturing facilities, international trade policies, and geopolitics and trade protection
measures, including imposition of trade restrictions and sanctions. See “— We may be subject to the
risks associated with international trade policies, geopolitics and trade protection measures, including
imposition of trade restrictions and sanctions, and our reputation, business, results of operations and
financial condition could be adversely affected.” If any of these suppliers loses its qualification
eligibility because of its failure to comply with regulatory requirements, recover from natural disasters
and operational disruptions, or if any of these suppliers is subject to trade protection measures, we may
not be able to find alternative suppliers in a timely manner or at all.
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We may be exposed to risks relating to fluctuations of raw material costs.

Our raw material costs represent a substantial portion of our total cost of goods sold. In 2023,
2024, 2025 and the four months ended April 30, 2025 and 2026, raw material costs accounted for
90.3%, 88.9%, 83.3%, 87.2% and 80.2% of our cost of sales for the respective periods. We may be
subject to fluctuations in the prices of raw materials, as well as in transportation and other necessary
supplies or services, due to factors beyond our control, such as fluctuations in foreign currency
exchange rates, changes in the geopolitical environment and economic conditions, natural disasters or
changes in the supply and demand for raw materials, transportation and other necessary supplies or
services. For example, the price of wafers, the main raw materials we procure, fluctuated in recent
years. DRAM and NAND Flash price indexes experienced significant cyclical fluctuations during the
Track Record Period and up to 2025. See “Industry Overview — Analysis of DRAM and NAND Flash
Price Indexes in the Memory Product Market.” Such fluctuations may directly affect our procurement
costs, inventory valuation, gross profit margin and results of operations. We cannot assure you that the
price of our raw materials will not increase significantly in the future. If that occurs, we may not be
able to offset the price increases of raw material by raising the prices of our products, in which case
our profit margin will decrease. On the other hand, if the prices of our products increase significantly,
we may lose our competitive advantage in the market. This in turn could result in loss of sales and
customers. In both cases, our business, financial condition and results of operations may be materially
and adversely affected.

We may become involved in lawsuits to protect or enforce our intellectual property and our patent
rights could be found invalid or unenforceable if being challenged in court or before any related
intellectual property agency in any jurisdiction.

Competitors may infringe our patent rights or misappropriate or otherwise violate our intellectual
property rights. To counter infringement or unauthorized use, litigation may be necessary to enforce or
defend our intellectual property rights, to protect our trade secrets or to determine the validity and
scope of our own intellectual property rights or the proprietary rights of others. This can be expensive
and time-consuming, and may divert our management attention and focus on business development.
Any claims that we assert against perceived infringers could also result in these parties asserting
counterclaims against us alleging that we infringe their intellectual property rights. Many of our current
and potential competitors could dedicate substantially greater resources to enforce and/or defend their
intellectual property rights than we do. Accordingly, we may not be able to prevent third parties from
infringing upon or misappropriating our intellectual property. An adverse result in any litigation
proceeding could put our patents, as well as any patents that may be issued in the future from our
pending patent applications, at risk of being invalidated, held unenforceable or interpreted narrowly.

Furthermore, depending on the scope of discovery required in connection with intellectual
property litigation, some of our confidential information could be compromised by disclosure.
Defendant counterclaims alleging invalidity or unenforceability are common, and can be asserted on
numerous grounds. Third parties may also raise similar claims before the relevant administrative bodies
in China or other jurisdictions. Such proceedings could result in revocation or amendment to our
patents in such a way that they no longer cover and protect our products or the respective candidates.
The outcome following legal assertions of invalidity and unenforceability is unpredictable.

We depend on third-party service providers to manufacture our products.

The manufacturing process of memory products mainly include (i) wafer processing, (ii) assembly
and testing and (iii) SMT and testing. We outsource these processes to service providers. See “Business
— Our Suppliers — Service Providers.” We cannot assure that our service providers will not increase
their service prices, deliver defective products, experience delays or shortages in product delivery, or
cease operations due to factors such as, natural disasters, including earthquakes, drought and typhoons,
in locations where our service providers operate, disruptions at manufacturing facilities, international
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trade policies, and geopolitics and trade protection measures, including imposition of trade restrictions
and sanctions. See “— We may be subject to the risks associated with international trade policies,
geopolitics and trade protection measures, including imposition of trade restrictions and sanctions, and
our reputation, business, results of operations and financial condition could be adversely affected.”
Given the complex and proprietary nature of our products, any disruption at the facilities of our service
providers could significantly impact our operations. Transitioning to alternative service providers would
require a substantial amount of time and resources, which could adversely affect our results of
operations. Moreover, increased regulation or stakeholder expectations regarding responsible business
practices could increase our compliance costs. Any failure by our service providers to comply with such
regulations or meet such expectations could result in negative publicity that adversely affects our
reputation. Given that we do not directly control the procurement or employment practices of our
service providers, we could be subject to financial or reputational risks as a result of their conducts. To
the extent we are unable to manage these risks, our ability to timely supply competitive products may
be hindered, our costs may increase, and our business, financial condition and results of operations may
be adversely affected.

If we fail to acquire new customers or retain existing customers, our business, financial condition
and results of operations may be materially and adversely affected.

We have invested in sales and marketing to acquire and retain customers since our inception.
There is no guarantee that customers will stick with us or that the net profits from customers will cover
the expenses of acquiring them. In 2023, 2024, 2025 and the four months ended April 30, 2026,
revenue generated from our five largest customers accounted for 59.4%, 65.7%, 46.6% and 40.8% of
our total revenue, respectively. In 2023, 2024, 2025 and the four months ended April 30, 2026, revenue
generated from our largest customers accounted for 20.9%, 33.4%, 15.4% and 15.6% of our total
revenue, respectively. For details, see “Business — Our Customers.” Any significant reduction in sales
to our top customers could have a significant negative impact on our business, financial condition and
operating results. Furthermore, changes in forecasts or the timing of orders from our top customers,
which may be outside of our control, could cause our operating results to fluctuate. Our existing
customers may decline materially or their demand may fluctuate as a result of many factors, including
dissatisfaction with the performance, quality or price of our products, negative publicity, or alternative
products offered by our competitors. If we are unable to retain our existing customers or to acquire new
customers in a cost-effective manner, our business, financial condition and results of operations may be
adversely affected.

Our distributors may have performance that does not meet expectations, which is beyond our
control and their improper conduct or any changes in their business relationships with us may
adversely affect our business, financial condition and results of operations.

In 2023, 2024, 2025 and the four months ended April 30, 2025 and 2026, approximately 42.2%,
26.5%, 34.3%, 35.9% and 45.7% of our revenue was generated from our distributors, respectively. As
of December 31, 2023, 2024 and 2025 and April 30, 2026, we had 102, 106, 89 and 54 distributors,
respectively. See “Business — Sales and Marketing.” We have limited control over the operations and
actions of our distributors. We cannot guarantee that we will be able to effectively manage our
distributors, or that our distributors would not breach our agreements and policies. We cannot assure
you that our distributors will be successful in marketing, selling and supporting our products.
Furthermore, we cannot assure you that our distributors will always be compliant with relevant laws,
regulations or our distributorship agreements. If our distributors breach the distribution agreements, fail
to maintain the requisite licenses, permits or approvals or comply with applicable regulatory
requirements when selling our products, improperly use our brands, products or intellectual property
rights, it could damage our reputation, undermine customers’ confidence in us and reduce their
long-term demands for our products.
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Our distributors may also subject us to lawsuits, potential liability and reputational harm if they
misrepresent the functionality of our products and services to customers or violate laws or our
corporate policies. In addition, it cannot be certain that we will retain our existing distributors or that
we will be able to secure additional products or substitutes for them. Our distributors may also devote
more resources to the marketing, sales and support of competitive products and services. All these
could adversely affect our business, financial condition and results of operations.

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

Our products are complex and may contain defects that affect their quality or performance. Any
compromise in product quality, whether due to manufacturing defects, supply chain issues, or
inadequate quality control measures, could result in product returns or recalls and significantly impact
our image, customer loyalty and market position. Any product liability claim, whether or not
determined in our favor, could result in significant expense, divert the efforts of our R&D and
management personnel, and harm our business. In addition, if any of our products contain defects, or
have reliability, quality or compatibility problems that cannot be resolved, we may lose existing
customers and fail to attract potential customers. Furthermore, our reputation could be adversely
impacted in the event of a significant product defect. Any issue with one of our products could
negatively affect the demand for other products of ours or our reputation as a whole, which could have
an adverse impact on our business, results of operations and financial condition.

In addition, certain product liability claims may be the result of defects from raw material
provided by our raw material suppliers or through the manufacturing process of our service providers.
Attempting to enforce our rights against such suppliers may be expensive, time-consuming and
ultimately futile. Such suppliers may not be able to indemnify us for the losses resulting from such
defects and product liability claims in full or at all. Further, our insurance coverage might be
insufficient to fully cover all damages sought and the claiming process might be prolonged. As a result,
any material product liability claim or litigation could result in expenses and managerial efforts in
defending them and could have a negative impact on our reputation.

Product recall costs and significant return or exchange could adversely affect our business and
financial performance.

We cannot assure you that we will not encounter material product recall, cancellation of orders or
become subject to warranty claims due to product defects. If this happens, our business, financial
condition and results of operations may be adversely affected. Furthermore, our reputation could be
adversely impacted in the event of a material product recall. For example, if we recall one type of our
products, such action could negatively affect the demand for other products of ours or our reputation as
a whole, which could have an adverse impact on our business, financial condition and results of our
operations.

We may not be able to protect our trade secrets.

We rely on trade secrets, including unpatented know-how, technology and other proprietary
information, to protect our products and thus maintain our competitive position. However, we cannot
guarantee you that an employee or a third party will not intentionally or inadvertently make an
unauthorized use or disclose our proprietary confidential information. If a competitor gains access to
and makes use of such information, our competitive position will be compromised, in spite of any legal
action we might take against persons making such unauthorized disclosures. In addition, to the extent
that our employees or business partners use intellectual property owned by others in their work for us,
disputes may arise as to the rights in related or resulting know-how and inventions. Furthermore,
enforcing a claim that a third party illegally obtained and is using any of our trade secrets is expensive
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and time-consuming, and the outcome is unpredictable. If we fail in prosecuting or defending any such
claims, in addition to paying monetary damages, we may lose valuable intellectual property rights.
Potential litigation could result in substantial financial and human resource costs.

We have recorded net operation cash outflow in the past, and our liquidity, financial condition
and prospects may be adversely affected if we continue to record net operation cash outflow in the
future.

We recorded net cash flow used in operating activities of RMB1,048.2 million in 2023 and
RMBI1,122.0 million in 2024. We recorded net cash flow generated from operating activities of
RMB716.7 million in 2025. We recorded net cash flow used in operating activities of RMB430.2
million and RMB2,691.1 million in the four months ended April 30, 2025 and 2026, respectively. For
details, see “Financial Information — Liquidity and Capital Resources — Cash Flow Analysis” in this
document. There is no assurance that we will not experience net cash outflows from our operating
activities in the future. In the event that we are unable to generate sufficient cash flow for our
operations or otherwise unable to obtain sufficient funds to finance our business, our liquidity, financial
condition and prospects may be adversely affected. We cannot assure you that we will have sufficient
cash from other sources to fund our operations. If we resort to other financing activities to obtain
additional cash, we will incur additional financing costs, and we cannot assure you that we will be able
to obtain the financing on terms acceptable to us, or at all.

We are subject to credit risk due to delay in payment and defaults of customers.

We are exposed to credit risks related to delays and defaults of our trade, bills and other
receivables due from our customers or related parties in the ordinary course of our business. We
typically grant credit terms up to four months to our customers. As of December 31, 2023, 2024, 2025
and April 30, 2026, our trade receivables were RMB1,704.9 million, RMB2,017.1 million, RMB982.6
million and RMB2,252.5 million, respectively. In 2023, 2024, 2025 and April 30, 2026, our average
trade receivables turnover days were 43 days, 78 days, 49 days and 24 days respectively. Fluctuations
and extension of trade and bills receivables turnover may adversely affect our cash flow and liquidity.
See “Financial Information — Selected Balance Sheet Items — Current Assets/Liabilities — Trade
Receivables” for details. We make periodic collective and individual assessment on the recoverability of
trade and other receivables based on historical settlement records and past experience as well as current
external information, and may provide for impairment when there is no reasonable expectation of
recovery. If the credit-worthiness of our customers deteriorates or if our customers fail to settle their
trade and bills receivables for any reason, we may incur additional impairment loss. We may not be
able to recover our trade receivables in a timely manner, or at all. As a result, our financial condition
and results of operations may be adversely affected

Acquisitions, investments or strategic alliances may fail and materially and adversely affect our
reputation, business and results of operations.

We may make acquisitions of, or investments in, businesses or technologies that are
complementary to our business in the future. The process of identifying and consummating acquisitions,
investments, and the subsequent integration of new assets and businesses into our existing business,
requires attention from our management and could result in a diversion of resources from our existing
business, which in turn could have an adverse effect on our operations. Investments, acquired assets or
businesses may not generate the expected financial results, strengthen our competitive position or
achieve our goals and business strategy. Acquisitions or investments could require significant cash and
result in dilutive issuances of equity securities, goodwill impairment charges, amortization expenses for
other intangible assets and exposure to potential unknown liabilities of the acquired business or
investment. In particular, we recorded net losses in the past, including a net loss of RMB117.5 million
in 2023, and we may not be able to sustain profitability in the future. We may also be required to
recognize impairment losses on goodwill (and other intangible assets) in the future. During the Track
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Record Period, we recognized impairment of goodwill of nil, RMBS55.6 million, nil, nil and nil in 2023,
2024, 2025 and the four months ended April 30, 2025 and 2026, respectively. Goodwill impairment
assessments involve significant judgment and are sensitive to assumptions and changes in business and
market conditions. If the recoverable amount of the relevant cash-generating units declines further, we
may be required to record additional impairment losses, which could materially and adversely affect our
results of operations, financial condition and prospects. For detailed information on our impairment of
goodwill, see Note 16 to the Accountants’ Report in Appendix I to this document. We may also incur
costs and management time on transactions that are ultimately not completed.

In addition, our due diligence may fail to identify all of the problems, liabilities or other
shortcomings or challenges of an acquired business, product, technology or investment, including issues
related to intellectual property, product quality or product architecture, regulatory compliance practices,
revenue recognition or other accounting practices or issues with employees or customers. Additionally,
we may be subject to litigation or other claims in connection with the acquired company, including
claims from terminated employees, former shareholders or other third parties, which may differ from or
be more significant than the risks its business faces. We may also face retention or cultural challenges
associated with integrating employees from the acquired company into our organization. If we fail to
identify, consummate, and integrate our acquisitions or investments, our business, financial condition
and results of operations may be adversely affected.

Failure to obtain or maintain any of the preferential tax treatments or government subsidies could
adversely affect our business, results of operations and financial condition.

We cannot assure you that the policies on preferential tax treatment will not change or that any
preferential tax treatment we enjoy or are entitled to enjoy will not be terminated. According to the
applicable PRC tax regulations, the statutory corporate income tax rate in the PRC is 25%. We and
certain of our subsidiaries enjoyed a preferential income tax treatment during the Track Record Period.
For details, see Note 11 to the Accountants’ Report in Appendix I to this document. If we are ineligible
to enjoy any of the preferential tax treatments or if the calculation of our tax liability is successfully
challenged by PRC tax authorities, our business, results of operations and financial condition could be
adversely affected. In addition, during the Track Record Period, we benefited from government grants.
Some of such government grants are non-recurring in nature. We recorded government grants under
other income and gains of RMB25.3 million, RMB14.3 million, RMB21.7 million, RMB7.5 million and
RMB2.4 million in 2023, 2024, 2025 and the four months ended April 30, 2025 and 2026, respectively.
For details, see Note 6 to the Accountants’ Report in Appendix I to this document. Any discontinuation,
reduction or delay of any government subsidies would have an adverse impact on our business,
financial condition and results of operations.

We may be subject to inventory obsolescence risk.

Our inventories primarily consist of raw materials, finished goods, goods shipped in transit,
contract performance cost and materials consigned for processing. As of December 31, 2023, 2024,
2025 and April 30, 2026, we had inventories of RMB2,548.2 million, RMB3,949.8 million,
RMB7,172.3 million and RMB10,886.9 million, respectively. Failure to adequately manage inventory
risks may lead to inventory obsolescence, decline in inventory value or inventory write-offs. Our
provision for impairment of inventories was RMB94.1 million, RMB503.6 million, RMB58.2 million
and RMB73.6 million as of those dates, respectively. In 2023, 2024, 2025 and the four months ended
April 30, 2026, our average inventory turnover days were 101 days, 162 days, 231 days and 356 days
respectively. Any fluctuation and extension of inventory turnover may adversely affect our cash flow
and liquidity. See “Financial Information — Selected Balance Sheet Items — Current Assets/Liabilities
— Inventories” for details.
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In addition, we manage our inventory levels based on market forecast and a first-in, first-out
policy and maintain a safety stock level. It may be difficult to accurately forecast demand and
determine the appropriate levels of inventory we should maintain. Any change in customer demand for
our products or the occurrences of catastrophic events may have an adverse impact on our product sales
and business prospects. If the actual demand is lower than our forecast demand, we may be subject to
overstock, resale of the inventories at less favorable terms, or even write-downs of inventories. If we
are required to lower sale prices to increase the demand for our product sales to reduce inventory level,
our profit margins might be adversely affected. If the actual demand is higher than our forecast
demand, we may not be able to fulfill all the orders we receive to maximize our revenue. As a result,
the market share of our products may be adversely affected. Any of the above may adversely affect our
business, financial condition and results of operations.

Our transfer pricing arrangements may be subject to scrutiny by the relevant tax authorities in
the countries and regions where we operate.

Under the applicable laws and regulations in the jurisdictions in which we operate, arrangements
and transactions among related parties may be subject to audit or challenge by the relevant tax
authorities. We could face material and adverse tax consequences if the relevant tax authorities
determine that the certain intra-group transactions of us do not represent arm’s length negotiations and
consequently adjust any of those entities’ income in the form of a transfer pricing adjustment. A
transfer pricing adjustment could, among other things, increase our tax liabilities. Any transfer pricing
adjustment by the relevant tax authorities may increase our tax liabilities and may result in interest,
surcharge or other related amounts, which could materially and adversely affect our business, financial
condition and results of operations. In addition, a transfer pricing arrangement may give rise to tax
recoverable in certain jurisdictions as a result of tax adjustments. There is no assurance that we could
successfully recover the tax recoverable from the relevant tax authorities. Our business, financial
condition and results of operations may therefore be materially and adversely affected.

We face risks relating to third-party payments.

During the Track Record Period, certain of our customers settled payments with us through
third-party payors (the “Third-Party Payment Arrangements”). The relevant third-party payors
primarily fell into three categories: (1) third-party payment institutions engaged due to local foreign
exchange restrictions, payment cost considerations or similar commercial reasons; (2) third-party supply
chain companies engaged by customers to handle receipt of goods and payment settlement; and (3) in
limited cases, subsidiaries within the same corporate group making payment on behalf of the relevant
customer. The Third-Party Payment Arrangements were mainly adopted for commercial and operational
reasons. In particular, based on representations from the relevant customers and to the best knowledge
of our Directors, such arrangements were used primarily to facilitate payment settlement in overseas
markets, reduce payment costs, and enable customers to use supply chain service providers or
intra-group entities to handle receipt and payment arrangements. The aggregate third-party payment
amount was RMBS8.3 million, RMB7.4 million, RMB3.4 million and nil in 2023, 2024, 2025 and the
four months ended April 30, 2026, respectively, representing less than 0.1% of our total revenue during
the Track Record Period. As of the Latest Practicable Date, we had terminated all Third-party Payment
Arrangements.

During the Track Record Period, within our overseas markets, the majority of our revenue was
generated from Hong Kong, and the Third-Party Payment Arrangements were related to Hosin HK. As
advised by our Hong Kong local counsel, there is no law prohibiting the Third-party Payment
Arrangements. Therefore, the Third-Party Payment Arrangements are legal. As further advised by our
Hong Kong local counsel, while the transactions between Hosin HK and the relevant customers are
supported by documentation proof or contracts, there is no contractual relationship between Hosin HK
and the relevant third-party payors; therefore, the third-party payors (including their liquidators, if
appointed) cannot bring any claim against Hosin HK for the payment of the sums made on behalf of
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their principals based on contract. Moreover, while the third-party payors (including their liquidators, if
appointed) may sue if the money is paid under mistake or as a consequence of some fraud or wrongful
act of the payee, there is no evidence suggesting that those situations occurred in the context of Hosin
HK. During the Track Record Period and up to the Latest Practicable Date, we had not received any
such request or claim from any relevant third-party payors. Our Hong Kong local counsel therefore
considered that the risk of the third party payors, including their liquidators if appointed, raising claims
against Hosin HK arising from the Third-Party Payment Arrangements, and the litigation risks to Hosin
HK in this regard are remote.

We may be subject to risks relating to such Third-Party Payment Arrangements, including possible
claims from third-party payors for return of funds, as they were not contractually indebted to us, and
possible claims from liquidators of third-party payors. In the event that any such claims or legal
proceedings were initiated against us in respect of third-party payments, we may need to allocate
significant financial and managerial resources to defend against them, which could materially and
adversely affect our financial condition and results of operations.

We have granted and may continue to grant share-based awards, which may adversely affect our
results of operations and financial condition.

We have established share incentive plans to grant shares to selected participants. The fair value
of shares granted to participants under the share incentive plan is recognized as an expense over the
vesting period, being the period over which all of the vesting conditions are satisfied. The fair value is
determined based on the market price of our shares at the respective grant date. We have also
established share option schemes to grant options to our employees for the purpose of attracting and
retaining talents. All share options will be settled in equity. See Note 30 to Accountants’ Report in
Appendix I to this document.

We believe such share-based awards are important to our ability to attract, retain and motivate our
key individuals, and we may continue to grant share-based awards in the future. As a result, our
financial performance and ownership interests of our Shareholders may be affected by the share-based
compensation as the expenses associated with share-based compensation will decrease our net profit
and the establishment of a new share incentive plan may potentially dilute the ownership interests of
our Shareholders. On the other hand, if we reduce the amount of shares or other share-based
compensation awards, we may not be able to attract or retain key personnel by offering them incentives
linked to the value of our Shares.

If we determine our intangible assets or goodwill to be impaired, our results of operations and
financial condition may be adversely affected.

As of December 31, 2023, 2024, 2025 and April 30, 2026, our intangible assets were RMB462.2
million, RMB372.5 million, RMB301.6 million and RMB290.8 million respectively, which primarily
consist of software, patent and IP licenses. As of December 31, 2023, 2024 and 2025 and April 30,
2026, the net carrying amount of our goodwill was RMB341.5 million, RMB285.9 million, RMB285.9
million and RMB285.9 million, respectively. We recorded a net loss of RMB117.5 million in 2023 and
recognized impairment of goodwill of nil, RMB55.6 million, nil and nil in 2023, 2024, 2025 and the
four months ended April 30, 2026, respectively. Although we recorded net profits in 2024 and 2025 and
the four months ended April 30, 2026, we may not be able to sustain profitability in the future, and we
may be required to recognize impairment losses on intangible assets or goodwill if the recoverable
amount of the relevant assets or cash-generating units declines.

The recoverability of our deferred tax assets is subject to accounting uncertainties.

According to our accounting policies, our management is required to make judgments, estimates
and assumptions about the carrying amounts of certain assets and liabilities that are not readily apparent
from other sources. The estimates and assumptions are based on historical experience and other relevant
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factors. Therefore, actual results may differ from these accounting estimates. As of December 31, 2023,
2024, 2025 and April 30, 2026, we recorded deferred tax assets of RMB179.2 million, RMB154.4
million, RMB69.1 million and RMB166.8 million, respectively.

Based on our accounting policies, deferred tax assets are recognized on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the historical
financial information. Deferred tax liabilities are generally recognized for all taxable temporary
differences. Deferred tax assets are generally recognized for all deductible temporary differences to the
extent that it is probable that taxable profits will be available against which those deductible temporary
differences can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary
difference arises from the initial recognition, other than in a business combination, of assets and
liabilities in a transaction that affects neither the taxable profit nor the accounting profit. In addition,
deferred tax assets and liabilities are not recognized if the temporary difference arises from the initial
recognition of goodwill. The realization of deferred tax assets mainly depends on our management’s
judgment as to whether future taxable amounts will be available to utilize those temporary differences
and losses. If sufficient profits or taxable temporary differences are not expected to be generated or are
less than expected, a material reversal of deferred income tax assets may arise in future period.

Our insurance coverage may not be sufficient to cover all losses or potential claims by our
customers, which would affect our business, financial condition and results of operations.

We face various operational risks in connection with our operations, including but not limited to,
operation errors, power outages, equipment failure, cargo transportation, legal proceedings, limitations
imposed by environmental or other regulatory requirement, and environmental or industrial accidents
and catastrophic events. These risks can result in damage to our assets, personal injury or fatalities,
monetary losses and legal liability. In addition, we may face risk of exposure to claims when our
products malfunction, resulting in property damage and personal injury. Product liability claims against
us could require us to pay substantial monetary compensation. Any of these events may result in the
interruption of our operations and subject us to significant loss or liabilities.

We may not have adequate or any insurance to cover such operational risks and risks relating to
product liability claims. We cannot assure you that our insurance will be adequate to cover the
abovementioned material accidents. If we are held liable for amounts and claims exceeding the limits of
our insurance coverage or outside the scope of our insurance coverage, our business, financial condition
and results of operations may be materially and adversely affected. Additionally, the insurance provider
may not be able to make the compensation payment to us in a timely manner.

We may not be able to obtain additional capital when desired, on favorable terms or at all.

We may need to raise additional capital in the future to further expand our business and sustain
our growth. We may raise additional funds through the issuance of equity or debt related securities, or
through obtaining credit from financial institutions. Our ability to obtain additional capital is impacted
by factors including, but not limited to, our market position, future profitability, financial position, and
the general macroeconomic condition in China. We may not be able to raise additional funds on
favorable terms, or at all. If additional funds cannot be obtained when needed and on favorable terms,
our business, financial condition and results of operations may be adversely affected. Fundraising
through the issuance of debt securities or through loan arrangements may contain terms that require
significant interest payments, covenants that restrict our business, or other terms unfavorable to us. In
addition, to the extent we raise funds through the sale of additional equity securities, our shares will
experience additional dilution.
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Our information technology networks and systems may encounter malfunction, unexpected system
failure, interruption, insufficiency or security breaches.

We rely on information technology systems to conduct and monitor our daily operations, such as
internal communication, customer data management, product development and project management. In
addition, we store various proprietary information and customer data in these systems. See “Business —
Information Technology System” for details. Therefore, our business is dependent upon the continued
maintenance and enhancement of our information technology systems.

These information technology systems are subject to certain risks, such as malfunction, natural
disasters and malware attacks. Our cybersecurity measures may not timely detect or prevent all attempts
to compromise our systems, including distributed denial-of-service attacks, viruses, malicious software,
break-ins, phishing attacks, social engineering, security breaches or other attacks that may disrupt the
operation of the information technology systems. Any breach of our cybersecurity measure, or
malfunction, damages, disruptions or shut down of our information technology systems may result in
unauthorized access to our systems, misappropriation of information or data, deletion or modification of
customer information, or a denial-of-service or other interruption to our business operations. In cases of
malware attacks, we may also be asked to make a lump-sum payment in order to resume the operation
of our systems. There is no assurance that we will not be subject to any of these cyber security issues
in the future. If we cannot effectively resolve the issues in a timely manner, our business, financial
condition and results of operations may be adversely affected. Furthermore, we need to constantly
upgrade and improve our information technology systems to keep up with the continuous growth of our
operations and business. We may not always be successful in installing, running or implementing new
software or advanced information technology systems as required by our business development. All of
the above may have an adverse impact on our business, financial condition and results of operations.

Failure to detect or prevent fraudulent or illegal activities or other misconduct by our employees,
suppliers, direct customers and distributors or other third parties may materially and adversely
affect our business.

We may be exposed to unethical or unlawful behaviors by our employees, consultants, agents,
suppliers, which include our raw materials suppliers, service providers, or any other third parties. Such
misconducts may include non-compliance with applicable laws and regulations pertinent to mishandling
of funds or unlawful kickbacks during our procurement of raw materials or selection of suppliers. We
also have little control over third parties involved in unlawful, unethical or anticompetitive conducts
targeted at or in connection with our logistics network, operations and other activities, such as
non-compliance with laws, or third-party sabotage or allegations intended to harm us. We may incur
substantial monetary losses, suffer reputational damage, be subject to administrative penalties and fines,
have our licenses and permits revoked, or even be ordered by regulatory authorities to suspend our
operations due to misconduct. We may also be required by regulatory authorities in the relevant
jurisdictions to allocate significant resources and incur additional costs to prevent or screen any
unlawful, unethical or anticompetitive conducts by our employees or third parties.

In May 2024, we exported integrated circuits provided by our supplier (“Relevant Supplier”)
from Shenzhen Pingshan Comprehensive Bonded Zone (JRIINFEILEE G RBLIR) to overseas area. In the
customs inspection process, the Chinese customs determined that the integrated circuits infringed upon
the trademark rights of a third-party entity. Consequently, the Chinese customs imposed a penalty of
approximately RMB120.0 thousand on us for the export of these goods and confiscate the relevant
integrated circuits, which were valued at approximately RMB2.0 million. We had no subjective intent or
negligence for the trademark infringement of the involved goods. The direct cause of this infringement
incident was that the Relevant Supplier failed to truthfully informed us of the intellectual property
defects of the products. This incident had no material adverse impact on us, primarily because: (i) as
advised by our PRC Legal Advisor, the penalty imposed by the customs does not constitute a material
penalty and the incident does not constitute a material in-compliance with the applicable PRC laws and
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regulations; and (ii) we have been fully indemnified by the Relevant Supplier for both the penalty we
paid and the value of the confiscated integrated circuits, given that the integrated circuits were provided
by our suppliers, and we had no prior knowledge of the trade mark infringement. We terminated our
cooperation with the Relevant Supplier at the end of 2025. See “Business — Legal Proceedings and
Compliance — Trademark Rights Infringement Incident in May 2024.”

We may be involved in legal proceedings, commercial or contractual disputes and administrative
penalty, which could materially and adversely affect our reputation, business, financial condition
and results of operations.

We may be subject to claims, litigation, disputes and administrative penalty, various legal and
administrative proceedings, and any resulting damages. In addition, agreements we entered into may
include indemnification provisions which may subject us to costs and damages in the event of a claim
against an indemnified third party. Regardless of the merit of particular claims, legal and administrative
proceedings may be costly and time consuming and may divert our management attention.

We may be affected by legal or administrative proceedings, claims and penalty in the future. If
one or more legal or administrative matters were resolved against us or an indemnified third party, we
may incur additional expenses to cover compensatory or punitive monetary damages, disgorge any
relevant profits, establish remedial measures or comply with injunctions or specific performance. As a
result, our business, financial condition and results of operations may be materially and adversely
affected. In addition, as we develop and expand our business scope and engage in different business
activities, we may be required to comply with additional licenses, approvals, and other regulations. We
may fail to meet these requirements in a timely manner or at all, in which case we may be subject to
administrative penalties, and our ability to expand our business and sustain growth could be adversely
affected.

Our business growth and results of operations may be adversely affected by changes in natural
disasters, health epidemics and pandemics, and social disruption and other outbreaks.

Our business could be adversely affected by natural disasters and outbreaks of infectious diseases.
In any of the markets in which we operate, natural disasters, outbreaks of infectious diseases and other
adverse public health events may materially disrupt our business operations, for example by damaging
our technology infrastructure or information technology systems or affecting the productivity of our
employees. Any such disruptions may in turn adversely affect our financial condition and results of
operations.

RISKS RELATING TO CONDUCTING BUSINESS IN JURISDICTIONS WHERE WE OPERATE

Failure to fully adapt to changes in the economic, political and social conditions, as well as
government policies, laws and regulations, and industry practice guidelines in the jurisdictions
where we operate could materially and adversely affect our business, financial condition, results
of operations and prospects.

Our operations are subject to a number of market, business and financial risks and uncertainties,
including those related to geopolitical and economic instability, foreign currency exchange and interest
rate fluctuations, competitive product offerings, local product preferences and requirements. Such risks
and uncertainties may adversely impact our ability to implement our growth strategy in these
jurisdictions. Additionally, if we fail to comply with the changing government policies, laws and
regulations, or industry practice guidelines in the jurisdictions where we operate, our business, financial
condition and results of operations could be materially and adversely affected. In addition, factors such
as consumer, corporate and government spending, business investment, volatility of the capital markets
and inflation all affect the business and economic environment, the growth of the memory product
industry and ultimately, the profitability of our business. Any future catastrophes, such as natural
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disasters or outbreak of contagious diseases, may cause a decrease in the level of economic activities in
the respective jurisdictions where we operate. As a result, our business, financial condition, results of
operations and prospects may be adversely affected.

Our business is primarily based in China and failure to comply with any policy changes in China
affecting the industry and the end markets of our products could materially and adversely affect
our business.

Our failure to navigate any changes in the regulatory requirements concerning the memory
product industry may affect our business, financial condition, results of operations and prospects. For
example, the PRC government has promulgated, amended and updated legislation in relation to data
security, safety standards, environmental impact, consumer protection, social insurance and housing
provident fund. Navigating this changing regulatory environment may require significant adjustments to
our products to meet new standards, lead to increased compliance costs, or result in operational delays.
Additionally, any failure to comply with these regulations could expose us to legal penalties and
reputational damage and hinder our ability to operate or expand within the Chinese market. To comply
with the changes in regulations may add a layer of complexity to our strategic planning and affect our
business operations, financial condition, and overall growth prospects.

Any failure by us or our business partners to comply with applicable anti-money laundering,
anti-terrorism, anti-bribery and similar laws could lead to significant penalties and damages to
our reputations, adversely affecting our operating performance, financial condition and results of
operations.

Any failure by us or our business partners who work with us to comply with applicable
anti-money laundering (“AML”), anti-terrorism, anti-bribery laws and regulations could lead to
significant penalties and damage to our reputation. We and our business partners who work with us are
often required to comply with certain AML requirements set out by regulators in the jurisdictions where
we and our business partners operate. We are also subject to various AML, anti-terrorism, anti-bribery,
export controls and economic and trade sanctions laws and regulations that prohibit, among other
things, any involvement in transferring the proceeds of criminal activities and the import and export of
controlled products and technologies. To comply effectively with such laws and regulations, we and our
business partners must establish sound internal control policies and procedures with respect to AML,
anti-terrorism, anti-bribery, export controls, economic and trade sanctions, which can require significant
resources and expenditures.

The policies and procedures we and our business partners have adopted may not be effectively
implemented in protecting our products from being exploited for money laundering, terrorist financing,
bribery and corruption, terrorism, economic and trade sanctions and other illegal purposes. If we fail to
comply with AML, anti-terrorism, anti-bribery, export controls and economic and trade sanction laws
and regulations, we could be subject to fines, enforcement actions, regulatory sanctions, additional
compliance requirements, increased regulatory scrutiny of our business, or other penalties levied by
government authorities, and damages to our reputation, all of which may adversely affect our business,
results of operations and financial condition. Similarly, if any of our subsidiaries, employees, business
partners or other persons engage in fraudulent, corrupt or other unfair business practices or otherwise
violate applicable laws, regulations or internal control policies, we could become subject to one or
more enforcement actions or otherwise be found to be in violation of such laws, which may result in
penalties, fines or sanctions and in turn adversely affect our reputation, business, financial condition
and results of operations.
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Any failure to comply with regulations on currency exchange may limit our foreign exchange
transactions, including our ability to pay dividends and other obligations, and may affect the
value of your [REDACTED].

Conversion of RMB into foreign currency and remittance of foreign currency out of the PRC
under certain circumstances are subject to Chinese foreign exchange regulations. If there are
unfavorable changes in exchange rates, or if PRC government implements regulatory policies that limit
our ability to convert RMB into foreign currency, we may not have sufficient foreign exchange to meet
our foreign exchange needs. Under current PRC foreign exchange regulations, certain current account
transactions such as profit distributions, interest payments and trade-related expenses can be conducted
in foreign currency without prior approval from the SAFE, as long as certain procedural requirements
are met. However, capital account transactions such as capital transfers, direct investments, securities
investments and repayment of borrowings are subject to foreign exchange policies and require prior
approval from the SAFE or registration with the SAFE or authorized banks. Any insufficiency of
foreign exchange may restrict our ability to obtain sufficient foreign exchange for dividend payments to
shareholders or satisfy any other foreign exchange obligation. If we fail to obtain approvals from the
SAFE to convert RMB into any foreign exchange for any of the above purposes, our potential offshore
capital expenditure plans and even our business may be materially and adversely affected.

Fluctuations in exchange rates could result in foreign currency exchange losses.

Fluctuations in exchange rates between Renminbi, US dollar and other currencies are
unpredictable and may be affected by a number of factors, such as economic and political
developments. There can be no assurance that Renminbi will not appreciate or depreciate significantly
in value against the US dollar in the future. It is difficult to predict how market forces may impact the
exchange rates between Renminbi and foreign currencies in the future.

Revaluation of Renminbi may have an adverse effect on your [REDACTED]. For example, to the
extent that we need to convert Hong Kong dollars we receive from this [REDACTED] into Renminbi
for our operations, appreciation of Renminbi against Hong Kong dollar would have an adverse effect on
the Renminbi amount we would receive from the conversion. Conversely, if we decide to convert our
Renminbi into Hong Kong dollars for the purpose of making payments for any dividends on our Shares
or for other business purposes, appreciation of the Hong Kong dollar against Renminbi would have a
negative effect on the Hong Kong dollar amount available to us. As a result, fluctuations in exchange
rates may have an adverse effect on your [REDACTED] in our Shares.

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

Under the current PRC tax laws and regulations, non-PRC resident individuals and non-PRC
resident enterprises are subject to different tax obligations with respect to the dividends paid to them by
us and the gains realized upon the sale or other disposition of H Shares by them. Non-PRC resident
individuals are required to pay PRC individual income tax at a 20% rate for the dividends or gain from
share transfer derived in China under the Individual Income Tax Law of the PRC (<" #E A B 30 B A
N 18Hi#%)) and its implementation regulations. Accordingly, we are required to withhold such tax
from dividend payments, unless applicable tax treaties between the PRC and the jurisdiction in which
the foreign individual or enterprise resides reduce or exempt the relevant tax obligations. According to
the Notice of the Ministry of Finance and the State Administration of Taxation on Several Policy Issues
Concerning Individual Income Tax (A EHSE] S A1 55 48 = B AR IT A5 B 2 T B A RE B 48 %0 ) )
issued on May 13, 1994, foreign individuals are exempt from individual income tax on dividends
received from foreign-invested enterprises. Pursuant to the Arrangement between the Mainland of China
and the Hong Kong Special Administrative Region (“HKSAR”) for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with Respect to Taxes on Income (< /Al A1 5 55 Bl 47 [ B i
3 Py 15 4k 0 B S OB AN B IE T I B % PE) ) signed on August 21, 2006, the PRC government may
impose tax on dividends paid by a PRC company to a resident of the HKSAR (including natural person
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and legal entity), but such tax will not exceed 10% of the total amount of the dividends payable by the
Chinese company. If an HKSAR resident directly holds 25% or more of the equity interest in a PRC
company, such tax will not exceed 5% of the total dividends payable by the Chinese company. The
Fifth Protocol to the Arrangement between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Income (<A1 i 4 il A7 1K i B 36 15 Ak o, 8 o A0B0 AN D37 11 i I B 1) 22 B
>SS Lk 2 )) issued by the State Taxation Administration effective on December 6, 2019 stipulates
that the arrangements or transactions made for the primary purpose of obtaining the above-mentioned
tax benefits are not subject to the above-mentioned provisions.

For non-PRC resident enterprises that do not have establishments or premises in the PRC, and for
those who have establishments or premises in the PRC but whose income is not related to such
establishments or premises, under the Enterprise Income Tax Law of the PRC ( <3 A & H: AN 1235
fr#38ii%)), and its implementation regulations, dividends paid by us and gains realized by such
foreign enterprises upon the sale or other disposition of H Shares are typically subject to PRC
enterprise income tax at a 10% rate. The Circular on Issues Relating to the Withholding of Enterprise
Income Tax by PRC Resident Enterprises on Dividends Paid to Overseas Non-PRC Resident Enterprise
Shareholders of H Shares (B P[5 & B A 2 1) b5 AN HBE IE J R A 2E M AOUR B I S AC AR B 2 i 15
BiA B E A4 1)) issued by the State Taxation Administration, also stipulates that the withholding
tax rate for dividends payable to non-PRC resident enterprise holders of H Shares shall be 10%, subject
to a further reduction under a special arrangement or an applicable treaty between China and the
jurisdiction of the residence of the relevant non-PRC resident enterprise. Despite the arrangements
mentioned above, the interpretation and application of applicable PRC tax laws and regulations are
subject to the then relevant laws and regulations due to several factors, including whether the relevant
preferential tax treatment will be revoked in the future such that all non-PRC resident individual
holders will be subject to PRC individual income tax at a flat rate of 20%. If there is any change to
applicable tax laws and rules and interpretation or application with respect to such laws and rules, the
value of your [REDACTED] in our H Shares may be materially affected.

There may be uncertainties in effecting service of legal process and enforcing judgments against
us, our Directors and senior management.

We are a company incorporated under the laws of the PRC and a majority of our assets and
subsidiaries are located in the PRC. The majority of our directors and senior management reside within
the PRC. The assets of these directors and senior management also may be located within the PRC. It
may not be possible for investors to effect service of process upon us or those persons inside the PRC
or to enforce against us or them in the PRC any judgments obtained from non-PRC courts.

The PRC does not have treaties providing for the reciprocal recognition and enforcement of
judgments of courts in the United States, the United Kingdom, Japan or other countries. On January 18,
2019, the Supreme People’s Court and the Hong Kong Special Administrative Region Government
signed the Arrangement on Reciprocal Recognition and Enforcement of Judgements in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special Administrative
Region  (CBTA A M B A5 i 5 1 A7 R [0 325 e A LG8 T M BUAT R P S A FI R E) ) (the  “New
Arrangement”). The New Arrangement was issued on January 25, 2024 and came into effect on January
29, 2024, seeking to establish a mechanism with greater clarity and certainty for recognition and
enforcement of judgments in a wider range of civil and commercial matters between Hong Kong
Special Administrative Region and Chinese Mainland. The New Arrangement does not include the
requirement for a choice of court agreement in writing by the parties. There may be uncertainties in the
enforcement of a judgment rendered by a Hong Kong court in Chinese Mainland if the parties in the
dispute did not agree to enter into a choice of court agreement in writing. As a result, there would be
uncertainty for investors to effect service of process against certain of our assets or Directors in the
PRC in order to seek recognition and enforcement of judgments by non-PRC courts, including a Hong
Kong court, in Chinese Mainland.
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Any failure to comply with relevant regulations regarding the registration requirements for
employee share incentive plans may subject our share incentive plan participants or us to fines
and other legal or administrative sanctions.

Under SAFE regulations, PRC residents who participate in a share incentive plan in an overseas
publicly listed company are required to register with SAFE or its local branches and complete certain
other procedures. See “Regulatory Overview — The PRC Laws, Regulations and Policies — Laws and
Regulations Relating to Company.” We and our PRC resident employees who participate in our share
incentive plans are subject to these regulations as we are publicly [REDACTED] in Hong Kong. We
are in the process of registration with the local counterparts of SAFE for our PRC resident employees
who participate in our share incentive plans as required under the relevant rules. If we or any of these
PRC resident employees fail to comply with these regulations, we or such employees may be subject to
fines and other legal or administrative sanctions. Any changes in laws and regulations regarding
requirements for employee incentive plans may affect our ability to adopt addition incentive plans for
our Directors, executive officers and employees.

RISKS RELATING TO THE [REDACTED]

There has been no prior public market for our H Shares, and an active [REDACTED] market for
our H Shares may not develop or be sustained.

Prior to the completion of the [REDACTED], there has been no public market for our H Shares.
There can be no guarantee that an active [REDACTED] market for our H Shares will develop or be
sustained after the completion of the [REDACTED]. The [REDACTED] is the result of negotiations
between our Company and the [REDACTED] (for itself and on behalf of other [REDACTED] and the
[REDACTED]), which may not be indicative of the price at which our H Shares will be [REDACTED]
following completion of the [REDACTED]. The [REDACTED] of our H Share may drop below the
[REDACTED] at any time after completion of the [REDACTED].

The [REDACTED] and [REDACTED] of our H Shares may be subject to significant volatility in
response to various factors beyond our control, including the general market conditions of
securities in Hong Kong and elsewhere in the world.

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

Future sales or perceived sales of substantial amounts of our H Shares or the issuance of new
shares in the public market could have a material adverse impact on the prevailing [REDACTED]
of our H Shares and our ability to raise additional capital in the future, or may result in dilution
of your shareholding.

The [REDACTED] of our H Shares could decline as a result of future sales of a substantial
number of our H Shares or other securities relating to our H Shares in the public market, or the
issuance of new shares or other securities, or the perception that such sales or issuances may occur.
Future sales, or anticipated sales, of substantial amounts of our securities, including any future
offerings, could also adversely affect our ability to raise capital at a specific time and on terms
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favorable to us. In addition, our shareholders may experience dilution in their holdings if we issue more
securities in the future. New shares or shares-linked securities issued by us may also confer rights and
privileges that take priority over those conferred by the H Shares. Certain amount of the Shares
controlled by our Controlling Shareholders are subject to certain lock-up periods beginning on the date
on which [REDACTED] in our Shares commences on the Hong Kong Stock Exchange. We cannot
assure you that they will not dispose of any Shares they may own now or in the future. Market sale of
Shares by such Shareholders and the availability of these Shares for future sale may have a negative
impact on the [REDACTED] of our Shares. In addition, while [REDACTED] [REDACTED] shares in
the [REDACTED] are not subject to any restrictions on the disposal of the H Shares they
[REDACTED], they may have existing arrangements or agreement to dispose part or all of the H
Shares they hold immediately or within certain period upon completion of the [REDACTED] for legal
and regulatory, business and market, or other reasons. Such disposal may occur within a short period or
any time or period after the [REDACTED]. Any sale of the H Shares [REDACTED] by such
[REDACTED] pursuant to such arrangement or agreement could adversely affect the [REDACTED] of
our H Shares and any sizeable sale could have a material and adverse effect on the market price of our
H Shares and could cause substantial volatility in the [REDACTED] of our H Shares.

The interests of our Controlling Shareholders may not be aligned with the interests of other
Shareholders.

Immediately upon the completion of the [REDACTED], without taking into account any Shares
which may be [REDACTED] pursuant to the exercise of the [REDACTED], our Controlling
Shareholders will control approximately [REDACTED]% of the voting rights at our general meetings.
Our Controlling Shareholders will, through their voting power at the Shareholders’ meetings and their
delegates on the Board, have significant influence over our business and affairs, including decisions in
respect of mergers or other business combinations, acquisition or disposition of assets, issuance of
additional Shares or other equity securities, timing and amount of dividend payments, and our
management. Our Controlling Shareholders may not act in the best interests of our minority
Shareholders. 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.

Our historical dividends may not be indicative of our future dividend policy, and there can be no
assurance whether and when we will pay dividends in the future.

There is no assurance that we will be able to declare or distribute dividends of any amount in any
year in the future. Under the applicable PRC laws and regulations, the payment of dividends may be
subject to certain limitations, and the calculation of our profit under the Accounting Standards for
Business Enterprises may differ in certain respects from the calculation under IFRS. The declaration,
payment and amount of any future dividends are subject to the discretion of our Directors, after taking
into account various factors, including but not limited to our results of operations, financial condition,
cash flows, capital expenditure requirements, market conditions, our strategic plans and prospects for
business development, regulatory restrictions on the payment of dividends and other factors as our
Directors may deem relevant, and subject to the approval at Shareholders’ meeting. Any declaration and
payment as well as the amount of dividends will be subject to our constitutional documents and the
applicable PRC laws and regulations. See “Financial Information — Dividends” for further details of
our dividend policy. No dividend shall be declared or payable except out of our profits and reserves
lawfully available for distribution. Our historical dividends should not be taken as indicative of our
dividend policy in the future.

Under the existing PRC foreign exchange regulations, payments of current account items,
including profit distributions, interest payments and trade and service-related foreign exchange
transactions, can be made in foreign currencies without prior SAFE approval by complying with certain
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procedural requirements. However, approval from or registration with competent government authorities
is required where Renminbi is to be converted into foreign currency and remitted out of China to pay
capital expenses such as the repayment of loans denominated in foreign currencies. If we cannot obtain
sufficient foreign currencies to satisfy our foreign currency demands, we may not be able to pay
dividends in foreign currencies to our Shareholders. Further, we cannot assure you that new regulations
will not be promulgated in the future that would have the effect of further restricting the remittance of
Renminbi into or out of China.

You should read the entire document carefully and only rely on the information included in this
document to make your [REDACTED] decision, and we strongly caution you not to rely on any
information contained in press articles or other media coverage relating to us, our Shares or the
[REDACTED].

We strongly caution our [REDACTED] not to rely on any information contained in press articles
or other media regarding us, our Shares and the [REDACTED]. Prior to the publication of this
document, there may be press and media coverage regarding the [REDACTED] and us. Such press and
media coverage may include references to certain information that does not appear in this document,
including certain operating and financial information and projections, valuations and other information.
We have not authorized the disclosure of any such information in the press or media and do not accept
any responsibility for any such press or media coverage or the accuracy or completeness of any such
information or publication. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such information or publication. To the extent that any such
information is inconsistent or conflicts with the information contained in this document, we disclaim
responsibility for it and our [REDACTED] should not rely on such information.

Certain facts, forecast and other statistics in this document obtained from publicly available
sources have not been independently verified and may not be reliable.

Certain facts, forecast and other statistics in this document are derived from various government
and official resources. We believe that information from official government sources is an appropriate
source for such facts, forecast and statistics and have taken reasonable care in extracting and
reproducing such facts, forecast and statistics. We have no reason to believe that such facts, forecast
and statistics are false or misleading or that any fact has been omitted that would render such facts,
forecast and statistics to be false or misleading. Nevertheless, information from official government
sources has not been independently verified by us, the Sole Sponsor, [REDACTED] or any of their
respective affiliates or advisers and, therefore, we make no representation as to the accuracy of such
facts, forecast and statistics.
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