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Number of Offer Shares under the 125,466,000 H Shares (subject to
Global Offering adjustment and the Over-allotment
Option)
12,546,800 H Shares (subject to
adjustment)
Number of International Offer Shares : 112,919,200 H Shares (subject to
adjustment and the Over-allotment
Option)
Maximum Offer Price : HK$40.30 per H Share, plus brokerage
of 1.0%, SFC transaction levy of
0.0027%, FRC transaction levy of
0.00015% and Stock Exchange trading
fee of 0.005% (payable in full on
application in Hong Kong Dollars and
subject to refund)
Nominal Value : RMB1.00 per H Share
Stock Code : 6680
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the
contents of this Prospectus, make no representation as to its accuracy or completeness, and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this Prospectus.

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

The Offer Price is expected to be determined by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and us on the Price
Determination Date. The Price Determination Date is expected to be on or about Friday, January 7, 2022 and, in any event, not later than Tuesday, January 11, 2022. The Offer
Price will be not more than HK$40.30 and is currently expected to be not less than HK$33.80. Applicants for Hong Kong Offer Shares are required to pay, on application, the
maximum Offer Price of HK$40.30 for each Hong Kong Offer Share together with brokerage of 1.0%, SFC transaction levy of 0.0027%, FRC transaction levy of 0.00015% and
Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price should be lower than HK$40.30. If, for any reason, the Joint Global Coordinators (for themselves and
on behalf of the Underwriters) and us are unable to reach an agreement on the Offer Price, the Global Offering will not proceed and will lapse.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters, and with our consent) may reduce the number of Offer Shares and/or the indicative Offer Price
range stated in this Prospectus at any time prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case, a notice of the reduction
in the number of Offer Shares and/or the indicative Offer Price range will be published on the websites of our Company at www.jlmag.com.cn and on the website of the Stock
Exchange at www.hkexnews.com as soon as practicable following the decision to make such reduction, and in any event noT Tater than the morning of the last day for lodging
applications under the Hong Kong Public Offering. Further details are set forth in the sections entitled “Structure of the Global Offering” and “How to Apply for Hong Kong Offer
Shares” in this Prospectus. Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this Prospectus, including the
risk factors set out in “Risk Factors.”

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the subscription for, the Hong Kong
Offer Shares, are subject to termination by the Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m.
on the day that trading in the Shares commences on the Hong Kong Stock Exchange. Such grounds are set out in the section headed “Underwriting — Underwriting Arrangements
and Expenses — Hong Kong Public Offering — Grounds for termination” in this Prospectus. It is important that you refer to that section for further details.

We are incorporated, and a majority part of our businesses are located, in China. Potential investors should be aware of the differences in the legal, economic and financial systems
between China and Hong Kong and that there are different risk factors relating to investment in businesses incorporated in China. Potential investors should also be aware that the
regulatory framework in China is different from the regulatory framework in Hong Kong and should take into consideration the different market nature of our H Shares. Such
differences and risk factors are set out in the sections headed “Risk Factors,” “Regulatory Overview”, “Appendix III — Summary of the Articles of Association” and “Appendix IV
— Summary of Principal Legal and Regulatory Provisions” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold, pledged or
transferred within the United States or to, or for the account or benefit of U.S. persons, except in transactions exempt from, or not subject to, the registration requirements of the
U.S. Securities Act. The Offer Shares are being offered and sold outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act.

Number of Hong Kong Offer Shares

BIRESS

ATTENTION
We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this prospectus or printed copies of
any application forms to the public in relation to the Hong Kong Public Offering.
This prospectus is available at the websites of our Company at www.jlmag.com.cn and the Stock Exchange at www.hkexnews.hk. If you require a printed copy of this
prospectus, you may download and print from the website addresses above. -

December 31, 2021
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

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

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

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

(1) apply online via the White Form eIPO service at www.eipo.com.hk; or

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

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

(i1) (if you are an existing CCASS Investor Participant) giving electronic
application instructions through the CCASS Internet System
(https://ip.ccass.com) or through the CCASS Phone System by calling
+852 2979 7888 (using the procedures in HKSCC’s “An Operating
Guide for Investor Participants” in effect from time to time). HKSCC
can also input electronic application instructions for CCASS Investor
Participants through HKSCC’s Customer Service Center at 1/F, One &
Two Exchange Square, 8 Connaught Place, Central, Hong Kong by
completing an input request.

If you have any question about the application for the Hong Kong Offer Shares, you
may call the enquiry hotline of our H Share Registrar and White Form eIPO Service
Provider, Computershare Hong Kong Investor Services Limited, at +852 2862 8558 on
the following dates:

Friday, December 31, 2021 - 9:00 a.m. to 9:00 p.m.
Saturday, January 1, 2022 - 9:00 a.m. to 6:00 p.m.
Sunday, January 2, 2022 - 9:00 a.m. to 6:00 p.m.
Monday, January 3, 2022 - 9:00 a.m. to 9:00 p.m.
Tuesday, January 4, 2022 - 9:00 a.m. to 9:00 p.m.
Wednesday, January 5, 2022 - 9:00 a.m. to 9:00 p.m.
Thursday, January 6, 2022 - 9:00 a.m. to 9:00 p.m.
Friday, January 7, 2022 - 9:00 a.m. to 12:00 noo

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

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

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in
this prospectus for further details of the procedures through which you can apply for the
Hong Kong Offer Shares electronically.
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Your application through the White Form eIPO service or by giving electronic
application instructions to HKSCC must be for a minimum of 200 Hong Kong Offer Shares
and in one of the numbers set out in the table. You are required to pay the amount next to the
number you select.

JL MAG RARE-EARTH CO., LTD.
(HK$40.30 per Hong Kong Offer Share)
NUMBER OF HONG KONG OFFER SHARES THAT MAY BE APPLIED FOR AND PAYMENTS

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

HK$ HK$ HKS HK$
200 8,141.23 4,000 162,824.65 60,000  2,442,369.82 600,000  24,423,698.13
400 16,282.47 5,000 203,530.82 70,000 2,849,431.45 800,000 32,564,930.84
600 24,423.70 6,000 244,236.98 80,000 3,256,493.09 1,000,000 40,706,163.55
800 32,564.93 7,000 284,943.15 90,000  3,663,554.72 2,000,000 81,412,327.10
1,000 40,706.17 8,000 325,649.30 100,000 4,070,616.36 3,000,000 122,118,490.65
1,200 48,847.40 9,000 366,355.47 120,000 4,884,739.62 4,000,000 162,824,654.20
1,400 56,988.62 10,000 407,061.63 140,000 5,698,862.89 5,000,000 203,530,817.75
1,600 65,129.86 20,000 §14,123.27 160,000 6,512,986.17 6,000,000  244,236,981.30
1,800 73,271.10 30,000 1,221,184.90 180,000  7.327,109.44 6,273,400 255,366,046.42
2,000 §1,412.33 40,000 1,628,246.54 200,000 §,141,232.71
3,000 122,118.49 50,000 2,035,308.18 400,000  16,282,465.42

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

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

any such application is liable to be rejected.



EXPECTED TIMETABLEY

Hong Kong Public Offering commences . . ........... ... . ... ........ 9:00 a.m. on
Friday, December 31, 2021

Latest time for completing electronic applications
under the White Form eIPO service through
the designated website at www.eipo.com.hk . .. ..... ... . ... ... ... 11:30 a.m. on
Friday, January 7, 2022

Application lists open™® . .. ... 11:45 a.m. on
Friday, January 7, 2022

Latest time for (a) completing payment for
the White Form eIPO applications by effecting
internet banking transfer(s) or PPS payment transfer(s)
and (b) giving electronic application instructions
to HKSCC™ . . . 12:00 noon on
Friday, January 7, 2022

If you are instructing your broker or custodian who is a CCASS Clearing Participant or

a CCASS Custodian Participant to give electronic application instructions via CCASS

terminals to apply for the Hong Kong Offer Shares on your behalf, you are advised to contact

your broker or custodian for the latest time for giving such instructions which may be
different from the latest time as stated above.

Application lists close™ . .. ... ... ... ... 12:00 noon on

Friday, January 7, 2022

Expected Price Determination Date® . ... ... ................ Friday, January 7, 2022

Announcement of the Offer Price, the level of indications
of interest in the International Offering, the level of
applications in the Hong Kong Public Offering and the
basis of allocations of the Hong Kong Offer Shares to
be published on the websites of our Company at
www.jlmag.com.cn and the Stock Exchange

at www.hkexnews.hk on or before®™ .. ... ... ... .. ..., Thursday, January 13, 2022




EXPECTED TIMETABLEY

Results of allocations in the Hong Kong Public Offering (with successful applicants’
identification document numbers, where appropriate) to be available through a variety of
channels, including:*”

(1) in the announcement to be posted on our website at
www.jlmag.com.cn‘® and the website of the

Stock Exchange at www.hkexnews.hk, respectively from.............. Thursday,
January 13, 2022

(2) from the results of allocations on designated website at
www.iporesults.com.hk (alternatively:

English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID” function from ........................... 8:00 a.m. on
Thursday, January 13, 2022
to 12:00 midnight on
Wednesday, January 19, 2022

(3) from the allocation results telephone enquiry by
calling +852 2862 8555 between 9:00 a.m. and
6:00 pom. ON . ... Thursday, January 13, 2022,
Friday, January 14, 2022,
Monday, January 17, 2022
and Tuesday, January 18, 2022

Dispatch/collection of H Share certificates or deposit of the
H Share certificates into CCASS in respect of wholly
or partially successful applications pursuant to the
Hong Kong Public Offering on or before™"” . .. .. ... .. ... .. .......... Thursday,

January 13, 2022

White Form e-Refund payment instructions/refund checks in
respect of wholly or partially successful applications if
the final Offer Price is less than the maximum Offer Price per
Offer Share initially paid on application (if applicable) or
wholly or partially unsuccessful applications to
be dispatched/collected on or before”® . Thursday, January 13, 2022

Dealings in the H Shares on the Stock Exchange

t(7)(8)

expected to commence at" "’ L oL L 9:00 a.m. on Friday,

January 14, 2022

— 11—



EXPECTED TIMETABLEY

20

The application for the Hong Kong Offer Shares will commence on Friday, December 31,

days. The application monies (including the brokerage fees, SFC transaction levy, FRC
transaction levy and the Stock Exchange trading fee) will be held by the receiving banks
and on behalf of the Company and the refund monies, if any, will be returned to the
applicant(s) without interest on Thursday, January 13, 2022. Investors should be aware
that the dealings in the H Shares on the Stock Exchange are expected to commence on
Friday, January 14, 2022.

21 through Friday, January 7, 2022, being longer than normal market practice of four

Notes:

€y

©))

(3)

4)

(&)

(6)

N

®)

All dates and times refer to Hong Kong dates and times.

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

If there is a “black” rainstorm warning signal, a tropical cyclone warning signal number 8 or above and/or
Extreme Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, January
7, 2022, the application lists will not open or close on that day. See the section headed “How to Apply for Hong
Kong Offer Shares — (C) Effect of Bad Weather and/or Extreme Conditions on the Opening and Closing of the
Application Lists” in this prospectus. If the application lists do not open and close on Friday, January 7, 2022,
the dates mentioned in this section may be affected. A press announcement will be made by us in such event.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
via CCASS or instructing your broker or custodian to apply on your behalf via CCASS should refer to the
section headed “How to Apply for Hong Kong Offer Shares — (A) Applications for Hong Kong Offer Shares
— 6. Applying By Giving Electronic Application Instructions to HKSCC via CCASS” in this prospectus.

The Price Determination Date is expected to be on or about Friday, January 7, 2022, and in any event, not later
than Tuesday, January 11, 2022. If, for any reason, the Offer Price is not agreed between the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and us on or before Tuesday, January 11,
2022, the Global Offering will not proceed and will lapse.

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

If there is a “black” rainstorm warning signal, a tropical cyclone warning signal number 8 or above and/or
Extreme Conditions in force in Hong Kong from Friday, December 31, 2021 to Friday, January 14, 2022 then
the day of (i) announcement of the results of allocations under the Hong Kong Public Offering; (ii) dispatch
of H Share certificates/e-Refund payment instructions/refund checks; and (iii) dealings in the H Shares on the
Stock Exchange may be postponed and an announcement may be made in such event.

The H Share certificates will only become valid at 8:00 a.m. on the Listing Date, which is expected to be
Friday, January 14, 2022, provided that (i) the Global Offering has become unconditional in all respects and
(ii) none of the Underwriting Agreements has been terminated in accordance with its terms at or before that
time. Investors who trade H Shares on the basis of publicly available allocation details or prior to the receipt
of the H Share certificates or prior to the H Share certificates becoming valid do so entirely at their own risk.

—iii —
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e-Refund payment instructions/refund checks will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and in respect of successful applicants in the event
that the final Offer Price is less than the price payable per Offer Share on application. Part of the applicant’s
Hong Kong identity card number or passport number, or, if the application is made by joint applicants, part
of the Hong Kong identity card number or passport number of the first-named applicant, provided by the
applicant(s) may be printed on the refund check, if any. Such data would also be transferred to a third party
for refund purposes. Banks may require verification of an applicant’s Hong Kong identity card number or
passport number before cashing the refund check. Inaccurate completion of an applicant’s Hong Kong identity
card number or passport number may lead to delays in encashment of, or may invalidate, the refund check.

Applicants who have applied on White Form eIPO for 1,000,000 or more Hong Kong Offer Shares may
collect any refund checks (where applicable) and/or H Share certificates in person from our H Share Registrar,
Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Thursday, January 13, 2022 or such
other date as notified by us as the date of dispatch/collection of H Share certificates/e-Refund payment
instructions/refund checks. Applicants being individuals who are eligible for personal collection may not
authorize any other person to collect on their behalf. Individuals must produce evidence of identity acceptable
to our H Share Registrar at the time of collection.

Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service should refer to the
section headed “How to Apply for Hong Kong Offer Shares — Personal Collection — (b) If you apply through
the CCASS EIPO service” for details.

Applicants who have applied through the White Form eIPO service and paid their applications monies
through single bank accounts may have refund monies (if any) dispatched to the bank account in the form of
e-Refund payment instructions. Applicants who have applied through the White Form eIPO service and paid
their application monies through multiple bank accounts may have refund monies (if any) dispatched to the
address as specified in their application instructions in the form of refund checks by ordinary post at their own
risk.

H Share certificates and/or refund checks for applicants who have applied for less than 1,000,000 Hong Kong
Offer Shares and any uncollected H Share certificates and/or refund checks will be dispatched by ordinary
post, at the applicants’ risk, to the addresses specified in the relevant applications.

Further information is set out in the sections headed “How to Apply for Hong Kong Offer Shares — Refund of

Application Monies” and “How to Apply for Hong Kong Offer Shares — (G) Dispatch/Collection of H Share
Certificates/e-Refund Payment Instructions/Refund Checks”.

The above expected timetable is a summary only. For details of the structure of the Global

Offering, including its conditions, and the procedures for applications for Hong Kong Offer

Shares, see the sections headed “Structure of the Global Offering” and “How to Apply for Hong

Kong Offer Shares”, respectively, in this prospectus.

If the Global Offering does not become unconditional or is terminated in accordance with

its terms, the Global Offering will not proceed. In such a case, we will make an announcement

as soon as practicable thereafter.

—1v —
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IMPORTANT NOTICE TO INVESTORS

This Prospectus is issued by JL MAG RARE-EARTH CO., LTD. solely in
connection with the Hong Kong Public Offering and does not constitute an offer to sell
or a solicitation of an offer to buy any security other than the Hong Kong Offer Shares
offered by this Prospectus pursuant to the Hong Kong Public Offering. This Prospectus
may not be used for the purpose of, and does not constitute, an offer or a solicitation
of an offer to subscribe for or buy, any security in any other jurisdiction or in any other
circumstances. No action has been taken to permit a public offering of the Offer Shares
or the distribution of this Prospectus in any jurisdiction other than Hong Kong. The
distribution of this Prospectus and the offering and sale of the Offer Shares in other
Jjurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption
therefrom.

You should rely only on the information contained in this Prospectus and the
relevant application form(s) to make your investment decision. We have not authorized
anyone to provide you with information that is different from what is contained in this
Prospectus. Any information or representation not made in this Prospectus must not be
relied on by you as having been authorized by us, the Joint Sponsors, Joint
Representatives, Joint Global Coordinators, Joint Bookrunners and Joint Lead
Managers, any of the Underwriters, any of our or their respective directors, officers or
representatives, or any other person or party involved in the Global Offering.
Information contained in our website, located at www.jlmag.com.cn, does not form part
of this Prospectus.
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SUMMARY

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

OVERVIEW

We are a leading producer of high-performance rare earth permanent magnets
(“REPMs”). We ranked first in the world by high-performance REPM production volume in
2020 with a market share of approximately 14.5%, according to Frost & Sullivan. In particular,
we applied grain boundary diffusion (“GBD”) technology in producing 4,111 tonnes of
high-performance REPMs in 2020, ranking first in the world’s GBD REPM market with a
market share of approximately 21.3%, according to Frost & Sullivan. Since our establishment,
we have focused on the R&D, production and sales of high-performance NdFeB rare earth
permanent magnets (“NdFeB PMs”) used globally in the fields of new energy, energy
conservation and environmental protection. Our products have a wide array of applications in
new energy vehicles (“NEVs”) and automotive parts, permanent magnetic wind turbine
generators (“PM  wind turbine generators”), energy-saving variable-frequency air-
conditioners (“Energy-saving VFACs”) and other sectors. We believe that, by leveraging our
large production capacity, high-quality product offerings, outstanding R&D capabilities,
proprietary technologies and strong product delivery capability, we are able to effectively
address the needs of, and forge cooperative relationships with, our customers, including global
leaders in their respective industries. Our Company was listed on NEEQ from December 2015
to January 2018. The A Shares of our Company have been listed on the ChiNext Market of the
Shenzhen Stock Exchange (stock code: 300748) since September 2018. We are seeking to list
our H Shares on the Main Board of the Stock Exchange as a dual primary listing alongside our
A Shares on the Shenzhen Stock Exchange.

We believe that we are well-positioned in a booming industry to capitalize on the strong
growth prospects in the downstream industries as the world consensus on global climate
change leads to carbon reduction as a key dimension of environmental protection. In response
to climate change, governments in the world are taking active actions to promote new energy
and reduce carbon emission. Specifically, China plans to reach carbon peak by 2030 and carbon
neutrality by 2060. REPMs embody an inherent advantage in reducing carbon emission.
According to Frost & Sullivan, over 50% of the global electricity is consumed by electric
motors, and REPM electric motors could save up to 15% to 20% of energy compared with
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traditional electric motors. Moreover, the application of REPMs enables variable-frequency
household appliances, NEVs and automotive parts and 3C intelligent electronic products to be
more lightweight and miniaturized, which is in line with consumers’ preference. According to
Frost & Sullivan, the global consumption of REPMs, mostly comprising NdFeB PMs,
increased from approximately 146,600 tonnes in 2015 to 209,500 tonnes in 2020 and is
expected to further increase to 305,200 tonnes in 2025.

We started the R&D and production of high-performance NdFeB PMs for use in wind
power generators in 2009 and 2010, respectively, and have since expanded our business in
emerging sectors that have achieved robust growth in recent years and still hold significant
potential for future growth. We are committed to facilitating the pursuit of carbon peak and
carbon neutrality both in China and around the world through our production and provision of
high-performance NdFeB PMs, guided by our mission of “Employing rare earth to create better
life”. We uphold our core value of “Customer Orientation and Value Co-creation” and aim to
achieve “leading technology, reliable quality, on-time delivery, upgraded management
(service), capital facilitation and transformational development”. Under the leadership of our
management team with deep industry background and extensive management and operational
experience, we have become a critical supplier in the supply chain systems of leading
companies in multiple carbon-reduction sectors. We are striving to reinforce our established
market presence and become the No. 1 global leader in the REPM market, according to Frost
& Sullivan.

We produce customized high-performance NdFeB PMs based on purchase orders from
our customers. Our production capabilities cover the entire production cycle of high-
performance NdFeB PMs including R&D, mold development and manufacturing, blank
production, finished product processing, surface treatment, magnetization, testing,
manufacturing of magnetic component parts and packaging, which enables us to carry out
comprehensive control and management of the entire process flow. In anticipation of the
substantial growth of our downstream sectors, we have strategically scaled up our production
capacity during the Track Record Period. Our annual production capacity of high-performance
NdFeB PM blanks increased from 7,000 tonnes in 2018 to 8,800 tonnes in 2019, and further
to 12,800 tonnes in 2020, representing a CAGR of 35.2% from 2018 to 2020.

We have secured the supply of raw materials through forging long-term and stable
strategic cooperations with major rare earth suppliers. Among our suppliers, China Southern
Rare Earth was the second largest rare earth mining group in China by annual rare earth mining
quota which was 42,450 tonnes in 2021, accounting for approximately 25.3% of the national
mining quota in the same year. Its output mainly comprises medium and heavy rare earth.
China Southern Rare Earth was among our five largest suppliers during the Track Record
Period.
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We have strong R&D capabilities for production optimization and global-leading
proprietary technologies. We optimize product formulations to help our customers in the wind
power sector reduce their production costs through lowering the medium and heavy rare earth
added in the production of high-performance NdFeB PMs. On the other hand, our GBD
technology, which is one of the most advanced technologies in global REPM industry and is
currently applied by less than ten REPM manufacturers in the world, according to Frost &
Sullivan, can significantly reduce the use of medium and heavy rare earth in the production of
high-performance NdFeB PMs used in NEVs, energy-saving VFACs and other downstream
products, thereby reducing raw material costs while maintaining high performance at high
working temperatures. GBD technology is widely applied in the production of our high-
performance NdFeB PM finished products in energy-saving VFACs sector and NEVs and
automotive parts sector as production of high-performance NdFeB PMs in these sectors
requires higher usage of medium and heavy rare earth as compared to production of
high-performance NdFeB PMs in other sectors, and is also applied in the production of certain
high-performance NdFeB PM finished products in 3C sector. In 2020, we applied GBD
technology in producing 4,111 tonnes of high-performance REPMs, ranking first in the world’s
GBD REPM market with a market share of approximately 21.3%, according to Frost &
Sullivan.

During the Track Record Period, we achieved rapid financial growth and high levels of
ROE. Our revenue increased from RMB1,282.0 million in 2018 to RMB1,630.1 million in 2019
and further to RMB2,288.7 million in 2020, representing a CAGR of 33.6% from 2018 to 2020.
In 2020, our weighted ROE was 17.1%.

OUR BUSINESS MODEL

We primarily engage in the manufacture and sales of high-performance NdFeB PMs. As
of the Latest Practicable Date, we operated a production base located in Ganzhou City, Jiangxi
Province, China. We design high-performance NdFeB PMs and develop procurement and
production plans based on customer requirements. We purchase rare earth from, and have
maintained long-term and firm strategic cooperation with, major rare earth suppliers in China.
Leveraging our facilities and technologies, we carry out mass production of customized
high-performance NdFeB PMs and generally store such products at our warehouses for
delivery to our customers. Our customers mainly include leading NEV and automotive part
producers, wind turbine generator producers, VFAC manufacturers, 3C manufacturers and
elevator manufacturers. We primarily adopt a cost-plus pricing mechanism for our high-
performance NdFeB PMs.
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We manufacture our products in our Ganzhou Production Base. The Ganzhou Production
Base has an aggregate site area of approximately 189,158.0 sq.m. and total gross floor area of
approximately 120,308.6 sq.m. We have maintained high utilization rates during the Track
Record Period. The following table sets forth certain details of our Ganzhou Production Base
during the Track Record Period:

Six months
Year ended December 31, ended June 30,
2018 2019 2020 2020 2021
NdFeB PM blanks
Annual production
capacity
(tonnes/annum) 7,000 8,800 12,800 5,500 7,500
Production volume
(tonnes) 6,731 9,167 12,564 5,037 7,034
Utilization rate (%) 96.2 104.2" 98.2 91.6" 93.8

High-performance

NdFeB PM finished

products™”
Production volume

(tonnes) 4,801 6,632 9,613 3,804 5,457
Percentage over NdFeB

PM blank production

volume'" (%) 71.3 72.3 76.5 75.5 77.6

Note:

(1)  For details, please refer to “Business — Production — Production Facilities” in this prospectus.

We are in the process of further expanding our production capacity. The completion-based
check and acceptance of construction for our Baotou Production Base was completed in
December 2021 and our Baotou Production Base is expected to commence operation by the end
of 2021 with a designed production capacity of 8,000 tonnes per annum of high-performance
NdFeB PM blanks. We also plan to commence the construction of our Ningbo Production Base
by the end of 2021, which is expected to commence operation by the end of 2023 with a
designed production capacity of 3,000 tonnes of high-performance NdFeB PM blanks and 100
million units/sets of high-performance NdFeB PM component parts per annum. These two new
production bases are expected to help us further strengthen our production capabilities, enrich
our products portfolio and improve our overall competitiveness and profitability.
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OUR PRODUCTS

Our products mainly include high-performance NdFeB PM finished products, which
accounted for 93.1%, 98.5%, 98.0% and 98.3% of our revenue in 2018, 2019, 2020 and the first
half of 2021, respectively. We also sell NdFeB PM blanks to our customers. The following
table sets forth a breakdown of our revenue by product category and downstream application
for the periods indicated:

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB'000) (%) (RMB’000) (%)
(unaudited)
High-performance NdFeB PM
finished products 1,193,019 93.1 1,605012 985 2243354 98.0 903,409 98.7 1,736,227 983
- NEVs and automotive parts 317,781 24.8 219871 135 325557 142 127,024 139 317,088 18.0
- PM wind turbine generators 386,269 30.1 855212 525 879,019 384 375509 410 489542 277
- Energy-saving VFACs 371,466 29.0 422287 259 878295 384 339491 371 776,654 439
- Energy-saving elevators 44491 35 59,112 3.6 70,284 3.1 30,591 33 42408 24
- Robotics and intelligent
manufacturing 73,012 5.7 48,530 3.0 49077 21 29,880 33 58254 33
-3C - - - - 4,122 1.8 914 0.1 52,281 3.0
NdFeB PM blanks 88,985 _69 25,105 15 45310 ﬂ 12,125 _13 30,232 17
Total 1,282,004 100.0 1,630,117 100.0 2,288,664 100.0 915,534 100.0 1,766,459 100.0

NdFeB PMs are permanent magnets mainly made from an alloy of neodymium, iron and
boron. We produce customized high-performance NdFeB PM finished products with various
parameters, such as composition, shape, size, coating, remanence, coercive force, maximum
energy product, temperature coefficient and magnetizing method, based on customer
requirements. The key performance indicators of our high-performance NdFeB PM finished
products are remanence, coercive force and maximum service temperature. Leveraging our
GBD technology, we are able to conduct mass production of high-performance NdFeB PM
finished products that achieve various performance indicators with reduced amounts of
medium and heavy rare earth ingredients.
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We also produce and sell some customized NdFeB PM blanks to manufacturers in the
REPM industry based on customer orders. Compared with our high-performance NdFeB PM
finished products, our NdFeB PM blanks are generally of larger size and rougher, as they are
not required to undergo fine processing. In 2018, 2019, 2020 and the first half of 2021, we
generated 6.9%, 1.5%, 2.0% and 1.7% of our revenue from sales of NdFeB PM blanks,
respectively.

The following table sets forth a breakdown of our sales volumes and ASPs by product

category and downstream application for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2018 2019 2020 2020 2021
Sales Sales Sales Sales Sales
volume ASP  volume ASP  volume ASP  volume ASP  volume ASP

tonnes  RMBftonne ~ tonnes ~ RMB/tonne ~ tonnes  RMB/tonne ~ tonnes ~ RMB/tonne ~ tonnes  RMB/tonne

High-performance NdFeB
PM finished product 40970 2901933 61328 2617095 85445 - 2625495 34160 2644640 53203 326,340.1
- NEVs and automotive

parts §58.1 3703310 5707 3852055 8248 3947102 3208  395960.1 7650  414,494.1
- PM wind turbine
generators 17384 22,1980 37886 2257330 42479 2069302 17065 - 2200463 20867  234,601.0

- Energy-saving VFACs 1166.5 3184449 14485 2915340 30040 - 2023752 12042 2819224 20986 370,820
- Energy-saving elevators 1540 2889026 2083 2837830 2582 27102076 1132 2702385 1307 3244682
- Robotics and intelligent

manufacturing 1800 4056222 1167 4158526 1277 4348 699 4274678 1331 4376709
-3C - - - - 819 502,100.1 14 6328571 1062 492,288.1
NdFeB PM blank 5089 1748575 1489 1686031 2738 1654858 790 1534810 1266 2387994

Total sales volume/
Average selling price 46059 2783395 62817 2595025 88183 2595357 34950 2619554 54469 3243054
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OUR PRODUCTION WORKFLOW

We conduct substantially the entire manufacturing process in-house. Our production is
mainly divided into two major parts, namely blank production and fine processing. For
illustrative purpose, the chart below sets out our major workflow for the manufacture of our

products:
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Notes:

(1)  Certain products needs to go through GBD process for the addition of a limited amount of medium and heavy
rare earth ingredients to achieve certain performance indicators based on customer needs. GBD technology is
widely applied in the production of our high-performance NdFeB PM finished products in energy-saving
VFACs sector and NEVs and automotive parts sector as production of high-performance NdFeB PMs in these
sectors requires higher usage of medium and heavy rare earth as compared to production of high-performance
NdFeB PMs in other sectors, and is also applied in the production of certain high-performance NdFeB PM
finished products in 3C sector.

(2)  We conduct magnetization either before testing or after the delivery of our products to our customers.

(3)  We add attachments to our products according to customer requirements.

SALES AND CUSTOMERS

We sell our products directly to our downstream customers. In 2018, 2019 and 2020 and
the first half of 2021, we sold approximately 4,097.0, 6,132.8, 8,544.5 and 5,320.3 tonnes of
high-performance NdFeB PM finished products, respectively. For the same periods, the ASP of
such finished products was RMB291,193.3 per tonne, RMB261,709.5 per tonne,
RMB262,549.5 per tonne and RMB326,340.1 per tonne, respectively. The ASP of our
high-performance NdFeB PM finished products was higher in the first half of 2021, which was
primarily attributable to (i) a higher percentage of revenue generated from the energy-saving
VFAC sector for which we generally record a higher ASP per tonne as the finished products
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are smaller and require more fine processing compared with the same tonnage of other finished
products such as for the wind power sector; and (ii) the increase in the market price of rare
earths as our main raw materials, which is in turn reflected in the prices of our finished
products.

During the Track Record Period, most of our sales were conducted in the PRC. We sell
a small portion of our products to overseas customers. The following table sets out a

breakdown of our revenue by geographical region for the periods indicated:

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB000) (%) (RMB'000) (%)
(unaudited)
China 1,104,780 862 1,349,249  82.8 1,947,860 85.1 722,074 789 1,590,460  90.0
Overseas 177,224 ﬁ 280,368 ﬂ 340,304 ﬁ 193,460 ﬁ 175,999 M
Total 1,282,004 100.0 1,630,117 100.0 2,288,664 100.0 915,534 100.0 1,766,459 100.0

We have established long-term and stable business relationships with our major
customers. In particular, three customers remained among our top five customers throughout
the Track Record Period. We had maintained business relationships ranging from three to ten
years as of June 30, 2021 with our five largest customers during the Track Record Period. In
2018, 2019, 2020 and the first half of 2021, sales to our top five customers represented
approximately 68.1%, 73.4%, 67.6%, and 69.6% of our revenue, respectively. Sales to our
largest customer represented approximately 23.3%, 37.3%, 26.2%, and 25.3% of our revenue

for the same periods, respectively.

PROCUREMENT AND SUPPLIERS

The key materials for our high-performance NdFeB PM production are rare earths,
including both heavy rare earths such as Dy-Fe and Tb, and light rare earths such as Pr-Nd. The
rare earths are subject to strict production volume controls in China. See “Industry Overview
— Analysis of Global and China Rare Earth Market”, “Business — Procurement” and “Risk
Factors — Risks Relating to Our Business and Industry — We rely on a stable supply of quality
raw materials. Any decrease in the supply or increase in the prices of these raw materials could

have a material and adverse impact on our business” for details.

We have established stable and long-term business relationships with our suppliers. As of
June 30, 2021, we had four to ten years of business relationship with our top five suppliers
during the Track Record Period. In 2018, 2019 and 2020, and the first half of 2021, purchases
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from our top five suppliers accounted for approximately 72.4%, 67.7%, 64.4% and 75.8% of
our total purchases for the same periods, respectively. Purchases from our largest supplier
represented approximately 27.5%, 24.4%, 24.2% and 25.6% of our total purchases for the same
periods, respectively.

OUR COMPETITIVE STRENGTHS

We believe that the following strengths contribute to our growth and differentiate us from
our competitors:

. We are a global leading producer of high-performance REPMs with fast growth;

. We have in-depth cooperation with top player customers in new energy and energy
saving industries that enables us to capture growing downstream demand;

. We have first-mover advantage in the REPM industry characterized by customer
stickiness and high entry barriers;

. We have strong R&D capabilities for production optimization and global-leading
GBD technologies;

. We have established long-term and stable strategic cooperation with major rare earth
suppliers; and

. We have highly experienced and committed management team with visionary
leadership and proven execution capabilities.

OUR STRATEGIES

Our strategic goal is to become the global leader in the REPM industry. We intend to
achieve this goal by implementing the following strategies:

. Further scale up production capacity;

. Industry chain expansion;

. Strengthen our R&D efforts and broaden our product offering; and

. Expand our global business footprint.
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MARKET OPPORTUNITIES
NEVs and Automotive Parts

In the future, governments all over the world are expected to optimize the industrial and
energy structure, accelerate the development of green and low-carbon industries such as energy
conservation and environmental protection, new energy equipment, and new energy vehicles.
In particular, they have devoted their efforts to achieve carbon neutrality in the future, as set
out below:

. China: The PRC government expects to hit peak carbon emissions before 2030 and
aims to achieve carbon neutrality by 2060;

. United States: The United States government has formally committed to cutting its
carbon pollution by 50 to 52 percent from its 2005 level by 2030;

. United Kingdom: The United Kingdom government’s official advisers, the
Committee on Climate Change, claimed that the United Kingdom’s net greenhouse
gas emissions should fall to zero by 2050;

. Canada: The Canadian Senate adopted the net zero emissions accountability act in
June 2021, making Canada’s 2050 net zero target official. The law requires the
Canada government to create carbon targets and a plan to meet them every five years
from 2030 to 2050;

. Japan: Japan will strive to cut its emissions by 46% from its 2013 level by 2030 and
to achieve carbon neutrality by 2050.

Besides, governments all over the world have implemented policies to facilitate the
development of NEV market. The PRC government implemented Notice on Improving the
Financial Subsidy Policy for the Promotion and Application of New Energy Vehicles ( B
5T 35 T RS IR VR HL B ) B R B B R A9 48 %) ) in 2020 and issued New Energy Automobile
Industry Development Plan (2021-2035) ( GHrRETRIR T E 2L 88 R #1(2021-20354F)) ) in
2020. For details, see “Industry Overview — Analysis of Global and China REPM Market —
Future Opportunities — New energy vehicles segment”. We expect to continue to benefit from
the growth in the NEV sector driven by favorable government policies in the long run.

PM Wind Turbine Generator

The State Council issued China’s Energy Development in the New Era ( GBI HE
AEVREESE) ) in 2020, which is expected to stimulate the demand for our products used in wind
turbine generators. For details, see “Industry Overview — Analysis of Global and China REPM
Market — Future Opportunities — Wind turbine generators segment”. In May 2021, the National
Energy Administration issued Notice on Matters Concerning the Development and
Construction of Wind Power and Photovoltaic Power Generation in 2021 ( {BA20214Ja

— 10 =
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B OBREFEREERA B FIEREE) ) (the “Notice”) stipulates that the proportion of
non-fossil energy consumption will reach around 25% in 2030. Moreover, the Notice aims to
ensure non-fossil energy consumption will account for around 20% of primary energy
consumption in China in 2025. In addition, in October 2021, PRC government issued the
Working Guidance for Carbon Dioxide Peak and Carbon Neutrality in Full and Faithful
Implementation of the New Development Philosophy ( <[Bi 5¢ B 1 fife 2 T B RURT 55 e 3L i
T 22 VR AN TAERYE JL) ) (the “Guidance”), which stipulates the priorities of developing
clean energy, which will in turn benefit certain clean energy industries, such as photovoltaic
and wind power.

Energy-saving VFACs

Favorable government policies in relation to the energy-saving VFAC market has fueled
our business growth. The promulgation of Notice on the Issuance of the Green and Efficient
Refrigeration Action Plan ( CBNENEE<fk U R ATE) 77 Z>00%%1) ) by relevant PRC
authorities in June 2019, which led to an increasing demand for high-performance NdFeB PMs
from the energy-saving VFAC sector. For details, see “Industry Overview — Analysis of Global
and China REPM Market — Future Opportunities — Energy-saving VFACs segment”. In
December 2019, Minimum Allowable Values of the Energy Efficiency and Energy Efficiency
Grades for Room Air Conditioners ( <J7 [F2%2 50 EI 48 BERU IR E (H X BEAL S 5]K) ), the new
national standard on room air conditioners in China, unified the energy efficiency evaluation
method and adopted the annual performance factor (“APF”) method, which classifies the
cooling capacity per kWh over one year of use under prescribed conditions to evaluate the
energy efficiency of fixed-frequency air conditioners and variable frequency air conditioners.
Pursuant to this standard, fixed-frequency air conditioners can typically only meet Grade 4 or
Grade 5 requirements for now and will be completely phased out in 2022.

The sectors in relation to the abovementioned downstream applications are exposed to
government regulations from time to time, which may in turn affect our sales into such related
sectors. For a detailed discussion on the historical fluctuations in our sales into different
downstream sectors, see “Financial Information — Description of Selected Components of
Statement of Profit or Loss — Revenue”. For related risks, see “Risk Factors — Risks Relating
to Our Business and Industry — New legislations or changes in the PRC and global regulatory
requirements and policies regarding the end markets of our products and retreats in renewable

energy subsidy may affect our business operations and prospects.”
SUMMARY OF FINANCIAL INFORMATION AND RATIOS

The following is a summary of financial information of our Company as of the years
ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2021. The
summary below should be read in conjunction with the financial information in Appendix I to
this prospectus, including the accompanying notes and the information set out in the section
headed “Financial Information” in this prospectus. Our financial information has been prepared
in accordance with IFRS.

—11 =
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Summary of Results of Operations

The following table sets forth a summary of our results of operations for the periods
indicated. Our historical results presented below are not necessarily indicative of the results
that may be expected for any future period.

Six Months
Years ended December 31, ended June 30,
2018 2019 2020 2020 2021
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)

Revenue 1,282,004 1,630,117 2,288,664 915,534 1,766,459
Cost of sales (997,893)  (1,285,956)  (1,745,679)  (707,372) (1,336,655)
Gross Profit 284,111 344,161 542,985 208,162 429,804
Other income and gains'” 52,316 31,723 63,178 22,171 40,156
Selling and distribution expenses (19,694) (17,793) (17,053) (7,822) (12,558)
Administrative expenses (60,403) (61,818) (104,336) (34,113) (88,214)
Research and development expenses (55,120) (63,196) (103,175) (37,271) (78,099)
Impairment losses on inventories (5,304) (3,875) (5,444) (2,137 (3,183)
Impairment losses on financial assets, net (942) (7,328) (6,953) (703) (322)
Other expenses (922) (1,238) (4,323) (3,365) (757)
Finance costs (32,460) (42,099) (73,859) (35,790) (34,991)
Foreign exchange differences, net 354 851 (10,564) (4,532) (2,451)
Share of loss of associates (2,924) (647) (1,739) (890) (2,271)
PROFIT BEFORE TAX 159,012 178,741 278,717 103,710 247,114
Income tax expenses (12,665) (22,144) (34,017) (12,156) (26,531)
PROFIT FOR THE YEAR/PERIOD 146,347 156,597 244,700 91,554 220,583
Attributable to:
Owners of the parent 147,019 156,889 244,502 91,632 220,342
Non-controlling interests (672) (292) 198 (78) 241

146,347 156,597 244,700 91,554 220,583

Note:

(1)  Primarily include government grants, bank interest income and proceeds from sale of used rare earth and
others.
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Revenue

Our revenue increased from RMB915.5 million for the six months ended June 30, 2020
to RMB1,766.5 million for the six months ended June 30, 2021, mainly because (i) the new
national standard, Minimum Allowable Values of the Energy Efficiency and Energy Efficiency
Grades for Room Air Conditioners ( <= [H %= 5% 825 RE S PR E (H M BERL S 5)) ) (GB
21455-2019) (the “New AC Standard”) implemented by the NSAC in July 2020, requires the
overall energy efficiency standard of air-conditioner industry to increase by 30% by 2022,
while only energy-saving VFACs using high-performance sintered NdFeB PMs can meet the
requirements of the new standard, according to Frost & Sullivan, which resulted in the growth
in demand for NdFeB PMs from the energy-saving VFAC sector; and (ii) the growth in both
domestic and overseas NEV sector drove an increase in demand of our products. In particular,
revenue generated from NEV sector significantly increased from RMB127.0 million for the six
months ended June 30, 2020 to RMB317.1 million for the six months ended June 30, 2021, and
revenue generated from energy-saving VFAC sector increased significantly from RMB339.5
million for the six months ended June 30, 2020 to RMB776.7 million for the six months ended
June 30, 2021.

Our revenue increased by 40.4% from RMB1,630.1 million in 2019 to RMB2,288.7
million in 2020, mainly attributable to (i) a significant increase in revenue generated from
domestic energy-saving VFAC sector from RMB422.3 million in 2019 to RMB878.3 million
in 2020, as a result of the New AC Standard implemented by the NSAC in July 2020, driving
the energy-saving VFAC value chain participants to use sintered NdFeB PMs in their products.
According to Frost & Sullivan, although it takes time for the market to respond to such policy,
the domestic production of energy-saving VFACs increased from 69.4 million units in 2019 to
83.1 million units in 2020, driving a 20.1% increase in the domestic consumption of
high-performance NdFeB PMs in the energy-saving VFAC sector for the same period; (ii) the
establishment of our cooperation with customers in 3C sector in 2020 and revenue of RMB41.1
million recorded from such sector accordingly; (iii) an increase in revenue generated from
NEV sector from RMB219.9 million in 2019 to RMB325.6 million in 2020, mainly attributable
to the development of both domestic and overseas NEV markets. In 2020, the PRC government
promulgated a series of policies to stimulate NEV consumption, including extension of the
NEV purchase subsidy until the end of 2022, which led to a rebound in the domestic NEV
consumption in 2020.

Our revenue increased by 27.2% from RMB1,282.0 million in 2018 to RMB1,630.1
million in 2019, mainly because (i) our revenue generated from wind power sector increased
from RMB386.3 million in 2018 to RMB855.2 million in 2019, primarily because market
players in such sector increased their investments in newly installed capacity with a view to
benefiting from government subsidies that are available if certain milestone is achieved within
a specified period; (ii) our revenue generated from energy-saving VFAC sector increased from
RMB371.5 million in 2018 to RMB422.3 million in 2019, as a result of favorable PRC
government policies. Such increase was partially offset by (i) a decrease in revenue generated
from NEV sector from RMB317.8 million in 2018 to RMB219.9 million in 2019, as a result
of the slowdown in the development of NEV sector in 2019 led by a reduction in the
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government subsidies granted to the NEV sector; and (ii) a decrease in our revenue generated
from robotics and intelligent manufacturing sector from RMB73.0 million in 2018 to RMB48.5
million in 2019, primarily due to the changes in demand of our products from a major customer.

Any changes in the government policies might lead to decrease in our revenue in the short
run. To be specific, our revenue increase in PM wind turbine generators sector in 2019 as
compared to that in 2018 was primarily driven by government subsidy. However, there is no
assurance that our revenue generated from PM wind turbine generators sector will continue to
increase upon the expiry of the government subsidy, which may adversely affect our financial
performance. In addition, our revenue decrease in NEVs and automotive parts sector in 2019
as compared to that in 2018 was primarily due to the slowdown in the development of NEV
sector in 2019 led by a reduction in the government subsidies granted to the NEV sector, and
our significant revenue increase in the energy-saving VFAC sector in 2020 and the six months
ended June 30, 2021 was driven by favorable government policies in China promoting
energy-saving VFACs, namely the New AC Standard.

For a detailed discussion of our revenue during the Track Record Period, see “Financial
Information — Description of Selected Components of Statement of Profit or Loss — Revenue”.

Gross Profit and Gross Profit Margin

For the years ended December 31, 2018, 2019 and 2020 and the six months ended June
30, 2020 and 2021, our gross profit was RMB284.1 million, RMB344.2 million, RMB543.0
million, RMB208.2 million, and RMB429.8 million, respectively. Our gross profit margin was
22.2%, 21.1%, 23.7%, 22.7% and 24.3% for the years ended December 31, 2018, 2019 and
2020 and the six months ended June 30, 2020 and 2021, respectively.

Our gross profit margin increased from 21.1% for the year ended December 31, 2019 to
23.7% for the year ended December 31, 2020 and increased from 22.7% for the six months
ended June 30, 2020 to 24.3% for the six months ended June 30, 2021, primarily because our
revenue increase outran the increase in our cost of sales for the same periods, which was
primarily attributable to (i) our effort to reduce average cost of rare earth by (a) improving our
production technology to reduce the amount of medium and heavy rare earth used in our
production without undermining the performance of NdFeB PMs; and (b) establishing
long-term relationships with large rare earth suppliers, which enables us to purchase adequate
rare earth to satisfy our needs, thereby enabling us to maintain a safety inventory of rare earth
with competitive price based on our anticipation of increases in market price of rare earth; and
(i1) the slowdown in the increase in our labor costs and other manufacturing overheads due to
the economies of scale as we gradually expanded our production volume of NdFeB PMs.
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Summary of Financial Position

The following table sets forth a summary of our financial position as of the dates

indicated:
As of
As of December 31, June 30,
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Assets

Current assets 1,706,040 2,314,481 2,759,783 3,675,215
Non-current assets 437,545 545,705 762,345 1,089,606
Total assets 2,143,585 2,860,186 3,522,128 4,764,821

Liabilities
Current liabilities 926,118 961,368 1,272,315 1,954,765
Non-current liabilities 109,838 568,612 682,337 549,410
Total liabilities 1,035,956 1,529,980 1,954,652 2,504,175
Net current assets 779,922 1,353,113 1,487,468 1,720,450
Total assets less current liabilities 1,217,467 1,898,818 2,249,813 2,810,056

Equity attributable to owners
of the parent
Share capital 413,424 413,424 415,977 690,733
Equity component of convertible bonds - 107,464 107,343 107,286
Reserves 697,891 809,295 1,043,981 1,462,179

1,111,315 1,330,183 1,567,301 2,260,198
Non-controlling interests (3,686) 23 175 448

Total equity 1,107,629 1,330,206 1,567,476 2,260,646

During the Track Record Period, the increase in non-current assets was primarily due to
the continued increase in our property, plant and equipment and right-of-use assets.
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During the Track Record Period, the substantial increase in current assets was primarily
attributable to (i) the increase in inventories along with the expansion of our production scale;
(11) the increase in our trade receivables, which was in line with the increase in our sales; and
(ii1) the increase in cash and cash equivalents mainly resulting from our financing activities.

During the Track Record Period, the substantial increase in current liabilities was
primarily due to (i) the increase in trade and notes payables, driven by the increased purchases
of raw materials along with the increased market demand of our products; and (ii) the increase

in interest-bearing bank borrowings to support our business expansion.

For further details on our financial position, please refer to “Financial Information —
Discussion of Certain Selected Items from the Consolidated Statements of Financial Position”
in this prospectus.

Summary of Cash Flows

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

Six Months
Year ended December 31, ended June 30,
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Operating cash flows before
movements in working
capital 237,740 279,907 419,995 168,663 316,428
Changes in working capital (180,796) (193,653) (237,161) (130,199) (363,677)
Income tax paid (23,041) (5,424) (24,799) (12,052) (29,410)
Net cash flow from/(used in)
operating activities 33,903 80,830 158,035 26,412 (76,659)
Net cash flow used in
investing activities (108,534) (120,239) (208,138) (46,203) (295,781)
Net cash flow from/(used in)
financing activities 262,107 285,585 (203) (61,972) 836,196
Net increase/(decrease) in
cash and cash equivalents 187,476 246,176 (50,3006) (81,763) 463,756
Cash and cash equivalents at
beginning of year/period 205,315 396,686 644,305 644,305 593,012
Effect of foreign exchange
rate changes, net 3,895 1,443 (987) 1,158 (1,555)
Cash and cash equivalents
at end of year/period 396,686 644,305 593,012 563,700 1,055,213
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We derive our cash inflow from operating activities principally from the receipt of
payments for the sales of our high-performance NdFeB PMs. Our cash outflow from operating
activities is principally for our purchases of rare earth used for the manufacture of our
high-performance NdFeB PMs.

For the years ended December 31, 2018, 2019 and 2020, we recorded net cash flow from
operating activities of RMB33.9 million, RMB80.8 million and RMBI158.0 million,
respectively. Such increases were primarily attributable to the increases in our profit before
tax. Please see “Financial Information — Liquidity and Capital Resources — Cash Flow” in this

prospectus for further details.

For the six months ended June 30, 2021, our net cash used in operating activities was
RMB76.7 million, which was primarily attributable to our profit before tax of RMB247.1
million, adjusted for non-cash and non-operating items. Positive adjustments for non-cash and
non-operating items primarily included (i) finance costs of RMB35.0 million and (ii)
depreciation of property, plant and equipment of RMB29.0 million. The amount was then
adjusted for the changes in working capital, which primarily included (i) an increase in trade
receivables of RMB422.0 million; (ii) an increase in inventories of RMB182.1 million; (iii) an
increase in other payables and accruals of RMB106.1 million; (iv) a decrease in notes
receivables of RMB62.7 million; and (v) a decrease in prepayments, other receivables and
other assets of RMBS55.2 million.

In view of our net operating cash outflow for the six months ended June 30, 2021, we plan
to improve our operating cash flow position by (i) generating additional cash inflows by
expanding our business scale, such as continuing to expand our production volume of
high-performance NdFeB PMs and expand our customer base; (ii) adopting measures to control
costs and operating expenses to improve our cost efficiency by, among others, improving our
production technology; and (iii) improving our working capital management efficiency by
enhancing the management of trade and notes receivables and inventories, e.g. improving our
credit assessment mechanism and enhancing our communication with customers regarding
settlement of trade receivables.

Based on the interim condensed consolidated financial information for the nine months
ended September 30, 2021 of the Group reviewed by the Reporting Accountant as set out in
Appendix TA of this prospectus, we recorded net operating cash inflow for the nine months
ended September 30, 2021. Such improved operating cash flow position as compared to the six
months ended June 30, 2021 was primarily due to our effort in collection of trade receivables.

For further details on our cash flow position, please refer to “Financial Information —
Liquidity and Capital Resources — Cash Flow” in this prospectus.
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Key Financial Ratios

The following table sets forth certain of the key financial ratios of our Company for the

periods or as of the dates indicated:

As of/for the

six months

As of / for the year ended December 31, ended June 30,

2018 2019 2020 2021

Gearing ratio" (%) 53.7 74.7 68.9 70.0
Current ratio® 1.8 2.4 2.2 1.9
Quick ratio® 1.2 1.7 14 1.3
Return on equity® (%) 16.2 13.4 17.1 20.7
Return on total assets®™ (%) 8.1 6.3 7.7 10.6

Notes:

()

2

3)

“

(%)

calculated by dividing total debts, i.e. our borrowings by total equity as of the end of respective
year/period.

calculated by dividing our current assets by our current liabilities as of the end of the respective
year/period.

calculated by dividing our current assets minus inventories by our current liabilities as of the end of the
respective year/period.

equals our net profit for each of the year/period attributable to owners of the parent divided by the
weighted average total equity as of the end of the respective year/period, multiplied by 100%
(annualized where applicable).

equals our net profit for the year/period attributable to owners of the parent divided by the average of
the total assets as of the beginning and the end of the respective year/period, multiplied by 100%
(annualized where applicable).

Our gearing ratio increased from 53.7% as of December 31, 2018 to 74.7% and 68.9% as
of December 31, 2019 and 2020, primarily due to the Convertible Bond issued in 2019 and the

addition of net bank borrowing to support our business expansion. Our gearing ratio remained
relatively stable at 68.9% as of December 31, 2020 and 70.0% as of June 30, 2021.

Our return on equity was 16.2%, 13.4% and 17.1% for the years ended December 31,

2018, 2019 and 2020, respectively. The annualized return on equity for the six months ended

June 30, 2021 was 20.7%. Changes in our return on equity during the Track Record Period was

primarily due to a continuously increase in profit while we distributed dividends from our

retained profits for certain periods.

Please see “Financial Information — Key Financial Ratios” in this prospectus for further

details of our key financial ratios.
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OUR CONTROLLING SHAREHOLDERS

As of November 30, 2021, Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong (through
Ruide Venture, Ganzhou Geshuo, Ganzhou Xinsheng and their respective direct shareholding)
are collectively interested in approximately 34.25% of the total issued share capital of our
Company. Immediately after the completion of the Global Offering, assuming the Over-
allotment Option is not exercised, our ultimate Controlling Shareholders, Mr. Cai Baogui, Mr.
Hu Zhibin and Mr. Li Xinnong, are acting in concert with each other, will be entitled to
exercise voting rights of approximately 33.52% of the issued share capital of our Company.
Accordingly, Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong and the investment holding
entities controlled by them, namely Ruide Venture, Ganzhou Geshuo and Ganzhou Xinsheng,
which constitute a group of controlling shareholders of our Company, will hold approximately
33.52% (32.78% if Over-allotment Option is fully exercised) of the issued share capital of our
Company and remain our Controlling Shareholders upon the Listing.

RISK FACTORS

Our business operations and the Global Offering are subject to various risks, many of
which are beyond our control. Such risks can be divided into: (i) risks relating to our business
and industry; (ii) risks relating to conducting business in the PRC; and (iii) risks relating to the
Global Offering.

We believe that the main risk factors we are exposed to include, without limitation:
. We rely on a stable supply of quality raw materials. Any decrease in the supply or
increase in the prices of these raw materials could have a material and adverse

impact on our business.

. Our financial conditions, results of operations and business may be adversely
affected if we are unable to enhance our production capacities.

. Our customer concentration is high, and a loss of our major customers may
adversely affect our business operations and financial results.

. If we are unable to compete effectively, our business, financial condition and results
of operations would be materially and adversely affected.

. Our operations depend on our research and development capabilities, which may not
always produce positive results.

For further information on the risks relating to our business and investing in our H Shares,
see “Risk Factors”.
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IMPACT OF THE OUTBREAK OF COVID-19 ON OUR BUSINESS

An outbreak of a respiratory disease COVID-19 was first reported in December 2019. The
World Health Organization, which has been closely monitoring and assessing the situation,
declared the outbreak a public health emergency of international concern on January 30, 2020
and a global pandemic on March 11, 2020, respectively. With quarantine measures taken by the
PRC government, there has been a significant decrease in the number of existing confirmed
COVID-19 cases in China since mid-February 2020. The Chinese government has gradually
lifted domestic travel restrictions and other quarantine measures, and economic activities have

begun to restore during the second quarter of 2020.

The outbreak of the COVID-19 has impacted our business in many aspects, including:

. Impact on our daily operations. Due to the extension of the Chinese New Year
holidays and a delay in the resumption of work in the PRC in early 2020 to curb the
spread of COVID-19 pandemic, we experienced a downtime of our production from
late-January to early-February 2020, which led to a slight decrease in our production
volume for the first quarter of 2020. With the resumption of work in mid-February,
our capacity utilization rate had been gradually restored and reached the same level
as prior to the COVID-19 outbreak by the end of February 2020. We have issued
guidelines to remind our employees to take preventive measures to avoid the spread
of COVID-19 within our premises.

. Impact on the sales of our products. The transportation restrictions, delay in the
resumption of work of downstream factories and decrease in our production volume
slowed down the increase in the sales volume of our high-performance NdFeB PMs
in the first quarter of 2020. With the resumption of work of downstream factories
and the lifting of transportation restrictions, the sales volume of our high-
performance NdFeB PMs continued to increase with a faster pace. Our sales revenue
increased from RMB915.5 million for the first half of 2020 to RMB1,766.5 million
for the first half of 2021. The COVID-19 outbreak also caused a delay in our
customers’ settlement with us in 2020. As the COVID-19 has gradually been
contained, as of the Latest Practicable Date, the settlement period between our
customers and us had been restored to the same level as prior to the COVID-19
outbreak.

. Impact on our staff. Since the COVID-19 outbreak and up to the Latest Practicable
Date, we were not aware of any suspected or confirmed case of COVID-19 among
our staff.

. Impact on the supply of raw materials. Since the COVID-19 outbreak and up to the

Latest Practicable Date, we had not experienced any material disruption in the

supply of raw materials.

—20 -



SUMMARY

Based on the above, our Directors are of the view that the COVID-19 outbreak is not
expected to bring any permanent or material interruption to our continuing business operations
and sustainability. As of the Latest Practicable Date, the outbreak of COVID-19 in the PRC had
been largely contained. The extent to which the COVID-19 pandemic affects our financial
condition, results of operations and cash flows in the future will depend on the future
developments of the pandemic, including the duration and severity of the pandemic, the extent
and severity of new waves of outbreak in China and other countries, the development and
progress of distribution of COVID-19 vaccine and other medical treatment, and the
effectiveness of such vaccine and other medical treatment, and the actions taken by government
authorities to contain the outbreak, all of which are highly uncertain, unpredictable and beyond
our control. In addition, our financial condition, results of operations, and cash flows could be
adversely affected to the extent that the pandemic harms the Chinese economy in general. As
of June 30, 2021, we had a total of RMB1,166.1 million in cash and cash equivalents, and
restricted cash. We believe that this level of liquidity is sufficient for us to successfully
navigate an extended period of uncertainty.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

To the knowledge of our Directors, since June 30, 2021 and up to the date of this
prospectus, there has been no changes in the overall economic and market conditions in China
or in the market conditions in the industries where we operate that will bring material adverse
effect on our business, results of operations or financial condition. Subsequent to the Track
Record Period and up to the Latest Practicable Date, there were no significant changes to the
general business model of the Group, and our business maintained a stable growth which was
in line with the historical record. Based on the interim condensed consolidated financial
information for the nine months ended September 30, 2021 of the Group reviewed by the
Reporting Accountant as set out in Appendix [A of this prospectus, our revenue increased by
77.1% from RMBI1,559.0 million for the nine months ended September 30, 2020 to
RMB2,761.3 million for the nine months ended September 30, 2021, primarily fueled by our
business growth in NEVs and automotive parts sector, PM wind turbine generators sector and
energy-saving VFACs sector. Our net profit increased significantly from RMB148.4 million for
the nine months ended September 30, 2020 to RMB329.1 million for the nine months ended
September 30, 2021. The increase in our net profit outrun the increase in our revenue, primarily
because (i) our selling and distribution expenses remained relativity stable for the nine months
ended September 30, 2020 and 2021; and (ii) we maintained relatively stable finance expenses
primarily through low-cost financing, such as issuance of A Shares to specified investors. Our
Directors have confirmed that, since June 30, 2021 and up to the date of this prospectus, there
has been no material adverse change in our financial or trading position or prospects and no
event has occurred that would materially and adversely affect the information shown in the
consolidated financial statements included in the Accountant’s Report set forth in Appendix I
to this prospectus. Moreover, there has been no material change in respect of the utilization rate
of our production facilities, raw material costs and selling prices of our products up to the date
of this prospectus. Since June 30, 2021 and up to the Latest Practicable Date, we had continued

to receive new purchase orders for our products.

—21 -



SUMMARY

Syndicated Loan

On July 14, 2021, JL MAG Baotou entered into a five-year syndicated loan facility with
a principal of RMB340.0 million and an interest rate of PRC inter-bank lending one-year base
rate as of drawdown plus five basis points in relation to the construction of our Baotou
Production Base. Such syndicated loan is guaranteed by our Company. The principal is
required to be fully drawn down by December 31, 2023. As of the Latest Practicable Date, we
had drawn down RMB105.0 million with respect to the syndicated loan.

Redemption of Convertible Bonds

On July 29, 2021, the Board resolved to exercise the redemption right to redeem all the
outstanding Convertible Bonds at redemption price of RMB100.83 per Convertible Bond after
close of market on August 30, 2021. Nonetheless, the bondholders are entitled to convert their
Convertible Bonds at the conversion price of RMB25.3 per A Share before close of market on
August 30, 2021. As of August 30, 2021, a total of 4,274,634 Convertible Bonds had been
converted into 16,886,127 A Shares. As of August 31, 2021, 75,366 Convertible Bonds were
redeemed by our Company at redemption price of RMB100.83. See “History, Development and
Corporate Structure — Major Shareholding Changes of Our Company — Our Incorporation and
Controlling Shareholders — 5. The issuance of Convertible Bonds in November 2019 for
further details of the key terms of Convertible Bonds. As a result of the redemption, we
recorded RMBO0.9 million as finance costs in our consolidated statement of profit or loss for
the nine months ended September 30, 2021.

Increase of Registered Capital

On December 8, 2021, in light of the conversion of the Convertible Bonds in August
2021, the repurchase and cancellation of 8,960 Type I Restricted Shares in September 2021,
and the subscription of 3,372,800 Type II Restricted Shares in November 2021, our Board
resolved to increase our Company’s registered capital from RMB690.7 million to RMB711.0
million. Such increase in the registered capital is subject to the approval by our Shareholders’
meeting which is expected to be held on December 24, 2021. See the section headed “History,
Development and Corporate Structure” in this prospectus for further details of our registered
capital.

Expected Equity Investment in a Fund

On July 29, 2021, the Board resolved to make a RMB57.0 million equity investment into
JL MAG Ningbo Investment, a wholly-owned subsidiary of our Company. JL MAG Ningbo
Investment will in turn use such capital to invest in a fund as a limited liability partner. Such
fund is expected to be managed by Tianjin CCB International Jinhe Equity Investment
Management Co., Ltd (K28R B B 46 AR JBOHE I %8 BEATFR 22 W) and will invest in projects in
the REPM industry. It is expected to have a seven-year term and a fund size of approximately
RMB300.0 million, subject to the actual amount of fund raised. CCB International Capital
Management (Tianjin) Co., Ltd. (ZEREFEAREI(RE)ABAF) and JL MAG Ningbo
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Investment shall each invest no more than RMB57.0 million into the fund and each account for
19.0% of the fund while the remaining 62.0% of the fund shall be raised from qualified
investors. We believe that our investment in such fund may present opportunities to us in the
future to facilitate our industry chain expansion. As of the Latest Practicable Date, we had
entered into agreements in respect of such equity investment, and the amount we had
committed to invest did not exceed the aforementioned RMB57.0 million. On December 21,
2021, the initial filing of such fund with the Asset Management Association of China (AMAC)
was completed. The fund was named as Ningbo Jinci Lvneng equity Investment Partnership
(LLP)* (i GHiAkREIHERE S B AECHRA%)) and managed by Tianjin CCB
International Jinhe Equity Investment Management Co., Ltd. Our Group will account for our
investment in such fund as an investment in an associate using the equity method of
accounting, and will record a cash outflow for investing activities as a result of performance
of our obligations under the investment agreement. There can be no assurance that the
investment in this fund will achieve the results intended, and we may be subject to liquidity
risk. See “Risk Factors — Risks Relating to Our Business and Industry — We may face risk

regarding investment in a fund” for details.
Cooperation with Goldwind Technology

To better implement the concept of low-carbon development, actively fulfill our social
responsibility of sustainable development, and to address our increasing demand for green
power, our Board announced in October 2021 that we intend to cooperate with Goldwind
Technology in a green power initiative on, amongst others, construction of no more than 15
MW photovoltaic power plants in our production sites, including, among others, spare areas in
Ganzhou Production Base, Baotou Production Base and Ningbo Production Base. As of the
Latest Practicable Date, we were in the process of negotiating details of the aforementioned

cooperation with Goldwind Technology.
Cooperation with Nidec Corporation

On December 4, 2021, we received a notice from the Automotive Motor & Electronic
Control (AMEC) Business Unit of Nidec Corporation (“Nidec”), which states that we have
became its designated supplier of REPMs. We will cooperate with Nidec on the development
and massive production of high-performance REPMs for downstream sectors including the
NEV sector.

Completion of the Completion-based Check and Acceptance of Construction for our
Baotou Production Base

The completion-based check and acceptance of the construction for our Baotou
Production Base was completed in December 2021 and our Baotou Production Base is expected
to commence operation by the end of 2021 with a designed production capacity of 8,000 tonnes
per annum of high-performance NdFeB PM blanks.
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Resurgence of the COVID-19 in China

Since late July 2021, there had been a resurgence of the COVID-19 in several provinces
in China. Our Directors are of the view that the resurgence of the COVID-19 did not have any
material adverse effect on our business operations and financial performance. For the nine
months ended September 30, 2021, we applied GBD technology in producing 4,336 tonnes of
high-performance REPMs, representing an increase of 53.0% as compared with that for the
nine months ended September 30, 2020. In addition, our revenue and net profit both increased
significantly for the nine months ended September 30, 2021 as compared to that for the nine
months ended September 30, 2020.

Power Outage and Power Restrictions in China

Since September 2021, as a result of the shortage of coal supply combined with high
electricity demand from manufacturers, China has experienced widespread power outages. The
PRC government has imposed power curbs, including imposing power restrictions on factories
in more than 20 provinces, including Jiangxi Province, in China to deal with an imbalance in
energy supply and demand. As a result, a broad range of manufacturing sectors have been
affected by the power cuts. See “Risk Factors — Risks relating to Our Business and Industry —
Any power outage, mechanical failure, disruption in utility supply, fire outbreak or other
calamities at or near our production plants may affect our business operations”. Our Directors
are of the view that the aforementioned power shortage and power restrictions do not have a
material impact on our business operations because: (i) we were not included in the list of
enterprises with high energy consumption issued by Jiangxi Provincial Development and
Reform Commission on October 19, 2021, through which Jiangxi Provincial Government
ordered enterprises included therein to suspend and/or limit business operations on a revolving
basis; (ii) despite the governmental imposition of power restrictions in Jiangxi Province and
Ganzhou, as of the Latest Practicable Date, our Ganzhou Production Base had neither been
ordered by any government agency to suspend or limit its production activities, nor
experienced any difficulty in production; and (iii) as of the Latest Practicable Date,
construction plans for our Baotou Production Base and Ningbo Production Base had not been
affected by the aforementioned power shortage and power restrictions and were both being
implemented as previously planned.

The Section 232 Investigation

In September 2021, U.S. Department of Commerce announced that it has initiated the
Section 232 investigation (the “232 Investigation”) to determine the effects on U.S. national
security from imports of NdFeB PMs. As of the Latest Practicable Date, the 232 Investigation
was still ongoing. See “Risk Factors — Risks relating to Our Business and Industry — We face
risks associated with our international sales and operations”.
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We are of the view that the 232 Investigation did not and will not have a material impact
on our business operations and financial performance, considering that:

(i) our revenue generated from customers in the U.S. accounted for less than 1.5% of
our total revenue for each of the period during the Track Record Period. In addition,
the purpose of the 232 Investigation is to determine the effect of “imports” on the
U.S. national security. We are of the view that our delivery of high-performance
NdFeB PMs to production sites of our U.S. customers in China does not constitute
“import” because such delivery does not involve sending merchandise to a foreign

country for sale;

(i) we generated a majority of our revenue from customers in China and sourced all of

our rare earths from suppliers in China during the Track Record Period; and

(ii1) there is strong market demand for our products in China and other overseas markets,
such as Europe.

Recent Regulatory Developments

On November 14, 2021, the Cyberspace Administration of China (8% B #4815 B A
%) (the “CAC”) initiated a public consultation on the Regulations on the Administration of
Cyber Data Security (Draft for Comments) ( AH4& 8R4 28 MGG (BCR E 5 AR)) ) (the
“Draft Data Security Regulations”). According to the Draft Data Security Regulations, data
processors shall, in accordance with relevant state provisions, apply for cyber security review
when carrying out the following activities: (1) the merger, reorganization or separation of
Internet platform operators that have acquired a large number of data resources related to
national security, economic development or public interests, which affects or may affect
national security; (2) data processors that handle the personal information of more than one
million people seeking a listing abroad; (3) data processor seeking a listing in Hong Kong,
which affects or may affect national security; and (4) other data processing activities that affect
or may affect national security. However, the Draft Data Security Regulations provide no
further explanation or interpretation as to what amounts to what “affects or may affect national
security”. As advised by our PRC Legal Advisor, the PRC government authorities may adopt
a wide discretion in such interpretation.

As advised by our PRC Legal Advisor, the Draft Data Security Regulations have not been
formally adopted and are subject to further guidance. As of the date of this prospectus, we had
not been involved in any investigations on cyber security review made by the CAC and had not
received any inquiry, notice, warning, or sanctions from the CAC in this respect. As advised
by our PRC Legal Advisor, (i) we are not a “data processer” as stipulated in the Draft Data
Security Regulations; and (ii) our business operations do not involve “using the Internet to
conduct data processing activities within the PRC” as stipulated in the Draft Data Security
Regulations. After consulting our PRC Legal Advisor, we are of the view that the Draft Data

Security Regulations are not expected to have any material adverse impacts on our business
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operations and financial performance, and are not expected to affect our compliance with laws
and regulations in any aspects, considering: (i) our business scope does not and is not expected
to include data processing; and (ii) our business does not and is not expected to generate a large
amount of data.

LISTING EXPENSES

The listing expenses in connection with the Global Offering consist primarily of
underwriting commission and other expenses assuming an Offer Price of HK$37.05 per Offer
Share, being the mid-point of the indicative Offer Price range are estimated to be
approximately RMB170.8 million (including (i) underwriting commissions of approximately
RMB125.3 million, and (ii) non-underwriting related expenses of approximately RMB45.5
million, which consist of fees paid and payable to legal advisers and Reporting Accountants of
approximately RMB27.6 million and other fees and expenses of approximately RMB17.9
million), of which nil and RMB1.2 million was charged to the consolidated statements of profit
or loss during the three years ended December 31, 2020 and the six months ended June 30,
2021, respectively. We expect that approximately RMB&.8 million will be charged to the
consolidated statements of profit or loss after the Track Record Period, and approximately
RMB160.8 million will be deducted from the share premium. The listing expenses are expected
to represent approximately 4.5% of the gross proceeds of the Global Offering, assuming an
Offer Price of HK$37.05 per Offer Share (being the mid-point of the indicative Offer Price
range) and the Over-allotment Option is not exercised. The listing expenses above are the latest
practicable estimate for reference only, and the actual amount may differ from this estimate.

OFFERING STATISTICS

All statistics in the following table are based on the assumptions the Global Offering has
been completed and 125,466,000 new H Shares are issued pursuant to the Global Offering; and
the Over-allotment Option is not exercised:

Based on Based on
an Offer Price of an Offer Price of

HK$33.80 per HK$40.30 per

H Share H Share

Market capitalization of our H Shares” HK$4,240.8 HK$5,056.3
million million

Unaudited pro forma adjusted net tangible HK$8.86 HK$9.82

asset per Share™®®

Notes:
(1) The calculation of market capitalization of our H Shares is based on 125,466,000 H shares expected to

be in issue immediately following the completion of the Global Offering (assuming the Over-allotment
Option is not exercised).
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(2)  The unaudited pro forma adjusted net tangible asset per Share as of September 30, 2021 is calculated
after making the adjustments referred to in “Appendix II — Unaudited Pro Forma Financial Information”
in this prospectus.

(3)  No adjustment has been made to reflect any trading results or other transactions entered into by our
Group subsequent to September 30, 2021. The redemption of the convertible bonds, as disclosed in Note
47 (2) to the Accountants’ Report in Appendix I to this prospectus, which was recorded in the
consolidated net assets of our Group attributable to owners of our Company as at September 30, 2021,
has been taken into account in the unaudited pro forma adjusted consolidated net tangible assets per
Share.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$4,439.5 million after deducting the underwriting fees and expenses payable by us in the
Global Offering, assuming the Over-allotment Option is not exercised and an Offer Price of
HK$37.05 per Share, being the mid-point of the indicative Offer Price range of HK$33.80 to
HK$40.30 per Share in this prospectus. We intend to use the net proceeds we will receive from
the Global Offering for the following purposes:

. approximately 35.0% of the net proceeds, or approximately HK$1,553.8 million, is

expected to be used for the construction of our Ningbo production base.

. approximately 25.0% of the net proceeds, or approximately HK$1,109.9 million, is
expected to be used for potential acquisitions for the expansion of our global
industry chain layout.

. approximately 20.0% of the net proceeds, or approximately HK$887.9 million, is
expected to be used for our research and development.

. approximately 10.0% of the net proceeds, or approximately HK$443.9 million, will
be allocated to repayment of our loans for construction of Baotou Production Base

project.

. approximately 10.0% of the net proceeds, or approximately HK$443.9 million, is

expected to be used for our working capital and general corporate purposes.

For more details about the use of the net proceeds from the Global Offering, see “Future
Plans and Use of Proceeds”.
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SUMMARY

DIVIDEND POLICY

For the years ended December 31, 2018, 2019 and 2020 and the six months ended June
30, 2021, we declared and paid dividends of RMB40.9 million, RMB45.5 million, RMB45.5
million and RMB86.3 million, respectively.

Subject to our constitutional documents and the Company Law, we have adopted a general
annual dividend policy, according to which we may declare dividend by way of cash dividends,
stock dividends, or a combination of cash and stock dividends. We prioritize cash dividends
over stock dividends. We shall declare and pay cash dividends of no less than 10% of our total
net profit attributable to the owners of the parent for any particular year going forward in which
we record profits and positive retained earnings and the retained earnings after distribution will
satisfy our ordinary working capital needs (the ratio of audited net cash flows from operating
activities divided by net profit for the year shall remain no less than 10.0%), unless our
Directors foresee any events that will materially and adversely affect our business operations.
The declaration, payment and the amount of dividends will be subject to our discretion and will
depend on the results of operations, cash flows, financial condition, statutory and regulatory
restrictions on the payment of dividends by us, future prospects and other factors that we may
consider relevant. Dividends may be paid only out of our distributable profits as permitted
under the relevant laws.

There is no guarantee, representation or indication that our Directors must or will
recommend and that our Company must or will declare and pay dividends at all. The dividend
distribution record in the past may not be used as a reference or basis to determine the level
of dividends that may be declared or paid by us in the future.
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DEFINITIONS

In this Prospectus, unless the context otherwise requires, the following terms shall
have the meanings set out below. Certain other terms are explained in the section
headed “Glossary” in this Prospectus.

“A Shares”

“Articles” or “Articles of
Association”

>

“Baotou Production Base’

“Board,” “our Board”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS EIPO”

domestic shares of our Company, with a nominal value of
RMB1.00 each, which are listed on the ChiNext Market
of the Shenzhen Stock Exchange and traded in RMB

the articles of association of our Company, as amended,
which shall become effective on the Listing Date, a
summary of which is set out in “Appendix III — Summary
of the Articles of Association” to this Prospectus

our production base located in Baotou, Inner Mongolia

the board of Directors

the Central Clearing and Settlement System established
and operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

time to time). HKSCC can also input electronic
application instructions for CCASS Investor
Participants through HKSCC’s Customer Service Centre
by completing an input request
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DEFINITIONS

“CCASS Investor Participant”

“CCASS Participant”

“CCB Capital”

“CCBI Asset Management”

“Chairman”

“Cheku Hongcha”

“Chengfa Investment”

“China Northern Rare Earth”

“China Southern Rare Earth”

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

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

CCB International Capital Management (Tianjin) Co.,
Lid. (EEEEEAEHREARAF), a  limited
liability company incorporated in the PRC on September
17, 2008 which is wholly-owned by CCB International
(China) Limited (E:8REI B+ E)ABRA R

CCB International Asset Management Limited (Z#[E [
EESIAMRAT), a company with limited liability
incorporated in Hong Kong on November 29, 2004

the chairman of our Board

Nanjing Cheku Black Tea Venture Capital Co., Ltd (Bt
AL R B FERE A FR/A A, a limited liability company
incorporated in the PRC on July 3, 2015 which is
wholly-owned by Zhang Jin (5%¥£), an Independent Third
Party

Jiangxi Nanchang Chengfa Investment Co., Ltd. (VL5
B EARAF), a limited liability company
incorporated in the PRC on February 21, 2005 which is
owned as to 44% by Wangjin (7£#), 20% by Wang Qing
(F£B2), 16% by Liu Chang (%), 6% by Li Qin (Z#)),
4% by Wang Xiaobing (F/M %), 4% by Wu Xiaochun (A&
%), 4% by Xu Guanlian (#X#{7#) and 2% by Tu Jihong
(¥R#E4L), all of them are Independent Third Parties

China Northern Rare Earth Group High-Tech Co., Ltd.
CHEE T M R E) mBHUR B AR AF),  a  state-
owned limited liability company incorporated in the PRC
on September 12, 1997

China Southern Rare Earth Group Co., Ltd. ([ r /7 %

THEHAGRAF), a state-owned limited liability
company incorporated in the PRC on March 13, 2015
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DEFINITIONS

“Chitai Xinfu Investment Fund”

“CICC”

“CITIC Securities”

“close associate(s)”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

EE T3

“Company”, “our Company”,
“Issuer”

“Controlling Shareholders”

“COVID-19”

“Director(s)”

Chi Tai Xin Fu Ding Zeng No. 1 Private Securities
Investment Fund (5178 5% & & — 98 FASERE G 34,
a fund established in 2020 and managed by Shanghai Chi
Tai Asset Management Co., Ltd. (57 & & A R
A7)

China International Capital Corporation Limited (7[5 %
REmBmARAT), a
incorporated in the PRC under the laws of the People’s
Republic of China with limited liability on July 31, 1995

joint  stock  company

CITIC Securities Company Limited (415 &8 Z=0A R
/vH]), a joint stock company incorporated in the PRC
under the laws of the People’s Republic of China with
limited liability on October 25, 1995

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

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

from time to time

JL MAG RARE-EARTH CO., LTD. (VLP§4 /) K BERHE
&t A PR3 Fl), which was incorporated in the PRC on
August 19, 2008 and converted into a joint-stock
company with limited liability on June 26, 2015

has the meaning ascribed to it under the Listing Rules
and, unless the context requires otherwise, means, a
group of controlling shareholders of our Company
comprising of Mr. Cai Baogui (%4 #), Mr. Hu Zhibin
(M), Mr. Li Xinnong (ZI7/2), Ruide Venture,

Ganzhou Geshuo and Ganzhou Xinsheng

Coronavirus disease 2019, an infectious disease caused
by severe acute respiratory syndrome coronavirus 2,
which has resulted in an ongoing global pandemic since

December 2019

the director(s) of the Company or any one of them
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DEFINITIONS

“Employee Incentive Platforms”

“Extreme Conditions”

“FRC”

“Frost & Sullivan”

“Galaxy Securities”

“Ganzhou Benhui”

“Ganzhou Geshuo”

“Ganzhou Huirui”

“Ganzhou Production Base”

Qianyi Investment, Ganzhou Benhui, Ganzhou Huirui

and Qianrui Investment

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

Financial Reporting Council

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
global market research and consulting company, which is
an Independent Third Party

China Galaxy Securities Co., Ltd. (B SR B S A
FRZ D), a joint stock company incorporated in the PRC
under the laws of the People’s Republic of China with
limited liability on January 26, 2007 which is controlled
by China Galaxy Finance Holding Co., Ltd. ("B 4
il E A PR A2 7))

Ganzhou Benhui Investment Management Center
(limited partnership) (GEMAEHEEHLPOCHRS
%)), a limited partnership established in the PRC on
November 27, 2020. Mr. Mao Huayun (E#ZE) is the
general partner and the Mr. Huang Changyuan (#1=J0) is
the limited partner

Ganzhou Geshuo Investment Management Center
(limited partnership) (FEMISEEREE P OLARE
%)), a limited partnership established in the PRC on
November 27, 2020. Mr. Li Xinnong (Z1752) is the
general partner and the Mr. Hu Zhibin (#i&{&) is the

limited partner

Ganzhou Huirui Investment Management Center (limited
partnership) (WM EFGFEEHPOEREE)), a
limited partnership established in the PRC on November
27, 2020. Mr. Lyu Feng ({4 #%) is the general partner and
the Mr. Lu Ming (FE¥) is the limited partner

our production base located in Ganzhou, Jiangxi, China
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DEFINITIONS

“Ganzhou Qianchang”

“Ganzhou Rare Earth”

“Ganzhou Xinsheng”

“Global Offering”

“Goldwind Holdings”

“Goldwind Technology”

“Gree”

“GREEN Application Form(s)”

Ganzhou Qianchang Enterprise Consulting Management
Centre (limited partnership) (¥ 52 B 4 3&7 w2
(AFRE %)), formerly known as Xinjiang Qianshi Equity
Investment Management Limited Partnership GHiiE/E A
BREREEHARGH®FE) a  limited partnership
established in the PRC under the laws of the People’s
Republic of China on August 15, 2011

Ganzhou Rare Earth Group Co., Ltd G5+ AR
/vH]), a state-owned limited liability company and
controlled by Ganzhou State-owned Assets Supervision
and Administration Commission (¥ T7 [BA & & B8
MZ B ), including its subsidiaries from time to time,
unless the context requires otherwise

Ganzhou Xinsheng Investment Management Center
(limited partnership) (FEM SR EEH P OLAHERE
%)), a limited partnership established in the PRC on
December 4, 2020. Mr. Cai Baogui (Z##) is the
general partner and the Mr. Hu Zhibin (#iE{&) is the

limited partner

the Hong Kong Public Offering and the International
Offering

Goldwind Investment Holding Co., Ltd. (&A% &M
A2 HE]), a limited liability company incorporated in
the PRC on August 2, 2010 which is wholly-owned by
Goldwind Technology

Xinjiang Goldwind Science And Technology Co., Ltd.
o B R R A BRAT]), a  limited  liability
company incorporated in the PRC on March 26, 2001

Zhuhai Gree Electric Appliances. Inc. (¥R J1 B A%
AR D), a joint stock company incorporated in the
PRC under the laws of the People’s Republic of China
with limited liability on December 13, 1989

the application form(s) to be completed by the White

Form eIPO Service Provider, Computershare Hong
Kong Investor Services Limited
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DEFINITIONS

99 < ’

“Group,” “our Group,’

“We” or “US”

“H Share(s)”

“H Share Registrar”

“Hengli Hengying Investment
Fund”

“HKSCC”

“HKSCC Nominees”

“Homwon Capital”

“Hong Kong”

’

“Hong Kong Listing Rules” or
“Listing Rules”

“Hong Kong Offer Shares”

our Company and all of our subsidiaries or, where the
context so requires, in respect of the period before our
Company became the holding company of its present
subsidiaries, the businesses operated by such subsidiaries
or their predecessors (as the case may be)

overseas listed shares in the share capital of our Company
with a nominal value of RMB1.00 each, which are to be
subscribed for and traded in HK dollars and for which an
application will be made for listing and permission to
trade of the Hong Kong Stock Exchange

Computershare Hong Kong Investor Services Limited

Hengli Hengying No. 1 Private Equity Investment Fund
(TE T 1E B SRR REBL & HE %), a fund established in
2020 and managed by Hengli (Beijing) Equity Investment
Co., Ltd. (fE (Lm0 BHEB & A IR A7)

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

Homwon Capital Management Co., Ltd. (548 &4 #
£ BRZAH]), a limited liability company incorporated in
the PRC on March 5, 2013 which is wholly-owned by
China Nanshan Development (Group) Inc. (HE R 1L B
R B A R

the Hong Kong Special Administrative Region of the
PRC

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

supplemented or otherwise modified from time to time

the 12,546,800 H Shares initially offered by our
Company for subscription at the Offer Price pursuant to
the Hong Kong Public Offering (subject to reallocation as
described in the section headed “Structure of the Global

Offering” in this prospectus)
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DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Stock Exchange” or

“Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Huarong Securities”

“Huatai Securities”

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this prospectus) at the Offer Price (plus
brokerage, SFC transaction levy, FRC transaction levy
and Stock Exchange trading fees), on and subject to the
terms and conditions described in this prospectus and on
the GREEN Application Form(s) as further described in
the section headed “Structure of the Global Offering — the
Hong Kong Public Offering” in this prospectus

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

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

the underwriting agreement dated December 29, 2021
relating to the Hong Kong Public Offering and entered
into by, among others, our Company, our Controlling
Shareholders, the  Joint Sponsors, the  Joint
Representatives, the Joint Global Coordinators and the
Hong Kong Underwriters, as further described in
“Underwriting — Underwriting Arrangements and
Expenses — Hong Kong Public Offering — Hong Kong
Underwriting Agreement” in this prospectus

Huarong Securities Co., Ltd. (FERIFE B A FRA A, a
joint stock company incorporated in the PRC under the
laws of the People’s Republic of China with limited
liability on September 7, 2007 which is controlled by
China Huarong Asset Management Co., Ltd. (4B ¥R/l &
A BRIBC AR AT R A 7))

Huatai Securities Co., Ltd. (GERFEFRMAMRAA), a
joint stock company incorporated in the PRC under the
laws of the People’s Republic of China with limited
liability on April 9, 1991
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DEFINITIONS

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“Jiangtong Cicai”

a person or persons or a company or companies which, to
the best of our Directors’ knowledge, information and
belief, having made all reasonable enquiries, is
independent of and not connected with (within the
meaning of the Hong Kong Listing Rules) any of the
Directors, chief executive and substantial shareholders
(within the meaning of the Hong Kong Listing Rules) of
our Company, any of its subsidiaries or any of their
respective associates (within the meaning of the Hong
Kong Listing Rules)

the 112,919,200 H Shares initially offered by our
Company pursuant to the International Offering together
with, where relevant, any additional Shares which may be
issued by our Company pursuant to the exercise of the
Over-allotment Option (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this Prospectus)

the offer of the International Offer Shares by our
Company at the Offer Price outside the United States in
offshore transactions in accordance with Regulation S
under the U.S Securities Act as further described in the
section headed “Structure of the Global Offering” in this
Prospectus

the group of international underwriters, led by the Joint
Global Coordinators, that is expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

the underwriting agreement expected to be entered into
on or around the Price Determination Date by, among
others, our Company and the International Underwriters
in respect of the International Offering, as further
described in “Underwriting — International Offering” in
this Prospectus

Sichuan Jiangtong Rare Earth Magnetic Material Co.,
Ltd. (VU)IVLSAM H A A BRAF]), a limited liability
company incorporated in the PRC on December 8§, 2011
which is owned as to 60% by Sichuan JCC Rare Earth
Metals Co., Ltd. (PUJIVLEH: + A RFAL2A]) and 40%
by our Company
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DEFINITIONS

“Jinhe Yongci”

“Jinli Magnetic Material”

“Jiumu Investment Fund”

“JL MAG Baotou”

“JL MAG Bonded Magnet”

“JL MAG Europe”

“JL MAG HK”

“JL MAG Japan”

“JL MAG Ningbo Investment”

Beijing JHJ Permanent Investment Management Center
(limited partnership) (45t 4 AR K #EHCE & B0 (A R
&%)), a limited partnership established in the PRC on
July 21, 2015

Ganzhou Jinli Magnetic Material Processing Co., Ltd. (¥
NSRRI TARAF]), a limited liability company
incorporated in the PRC on February 29, 2012 which is
wholly-owned by our Company

Nanchang Jiumu New Century Industrial Investment
Partnership (Limited Partnership) (Pl EY AR T A 2
BESBCEEREY)), a limited  partnership
established in the PRC on December 25, 2019

JL MAG (Baotou) Technology Co., Ltd. (48 /7 Kk (FLER)
BHE AR/ F]), a limited liability company incorporated
in the PRC on August 18, 2020 which is wholly-owned by
our Company

JL MAG Bonded Magnet Co., Ltd. (VLPG 4 J1 8 &5k A B
ZvH]), a limited liability company incorporated in the
PRC on January 12, 2017 which is owned as to 80% by
our Company and 20% by You Zhenggang (Wif1E ), an
Independent Third Party

JL MAG Rare-earth Co (Europe) B.V., a private company
with limited liability incorporated in Netherland on
October 8, 2012 which is owned as to 85% by JL MAG
HK and 15% by Hest B.V.

JL MAG Rare-Earth (Hong Kong) Co., Ltd. (/1% 17k
WE(H W) A R/AF]), a limited liability —company
incorporated in Hong Kong on September 5, 2014 which
is owned 100% by our Company

JL MAG RARE-EARTH JAPAN #HA &4k, a limited
liability company incorporated in Japan on September 6,
2016 which is wholly-owned by JL MAG HK

JL MAG (Ningbo) Investment Co., Ltd. (48 JJ HE (52
BEH RN F]), a limited liability company incorporated
in the PRC on December 21, 2018 which is wholly-
owned by our Company
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DEFINITIONS

“JL MAG Ningbo Technology”

“JL MAG USA”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Representatives”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Date”

“MNC”

“MOFCOM”

JL MAG (Ningbo) Technology Co., Ltd. (4 JJ K #f(%£%)
BHEA RS F]), a limited liability company incorporated
in the PRC on January 15, 2020 which is wholly-owned
by our Company

JL MAG Rare-Earth (U.S.A.) Inc., a company with
limited liability incorporated in the U.S. on November
29, 2018 which is a wholly-owned subsidiary of our
Company

CLSA Limited, BNP Paribas Securities (Asia) Limited
and DBS Asia Capital Limited

CLSA Limited, BNP Paribas Securities (Asia) Limited
and DBS Asia Capital Limited

CLSA Limited, BNP Paribas Securities (Asia) Limited,
DBS Asia Capital Limited, Futu Securities International
(Hong Kong) Limited and Livermore Holdings Limited

CLSA Limited and BNP Paribas Securities (Asia)
Limited

CLSA Capital Markets Limited and BNP Paribas
Securities (Asia) Limited

December 21, 2021, being the latest practicable date for
the purpose of ascertaining certain information in this
Prospectus prior to its publication

the listing of our H Shares on the Main Board of the Hong
Kong Stock Exchange

the date, expected to be on or around January 14, 2022,
on which our H Shares are listed and from which dealings
therein are permitted to take place on the Hong Kong
Stock Exchange

multinational corporation

Ministry of Commerce of the PRC (% A 44150 p 15
#8), or its competent local branches
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DEFINITIONS

“MSCI”

“Nanche Huasheng”

“NDRC”

“NEEQ”

“Ningbo Jinci”

“Ningbo Production Base”

“NSAC”

“Offer Price”

“Offer Shares”

MSCI Inc., an American finance company serving as a
global provider of equity, fixed income, hedge fund stock
market indexes, multi-asset portfolio analysis tools and
environmental, social and corporate governance
responsibilities products

Beijing CSR Huasheng Venture Capital Corporation
(limited partnership) (LA RFELFERAIZERECECHR
%)), a limited partnership established in the PRC on
October 24, 2012

National Development and Reform Commission of the

PRC (3 A\ IR SR AR 2 B )

National Equities Exchange and Quotations (4[5 H1 /)M
SRR MR R

Ningbo Meishan Bonded Port District Jinci Investment
Partnership (limited partnership) (A LEAFLH @4
WHRERHAEEEREY)), a limited partnership
established in the PRC on December 7, 2016

our production base located in Ningbo, Zhejiang

National Standardization Administration Committee ([
FIEEIERZE®)

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee of 1%, SFC transaction levy
of 0.0027%, FRC transaction levy of 0.00015% and
Stock Exchange trading fee of 0.005%) of not more than
HK$40.30 and expected to be not less than HK$33.80 at
which Hong Kong Offer Shares are to be subscribed for,
to be determined in the manner further described in the
section headed “Structure of the Global Offering —
Pricing and Allocation” in this Prospectus

the Hong Kong Offer Shares and the International Offer
Shares
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DEFINITIONS

>

“Over-allotment Option’

“PBOC”

“PRC” or “China”

“PRC Legal Advisor”

“PRC Securities Law”

“Price Determination Date”

“Prospectus”

“Qianrui Investment”

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint
Representatives (for themselves and on behalf of the
International Underwriters) pursuant to the International
Underwriting Agreement, pursuant to which our
Company may be required to allot and issue up to an
aggregate of 18,744,000 additional H Shares at the Offer
Price to cover over-allocations in the International
Offering, if any, further details of which are described in
“Structure of the Global Offering” in this prospectus

People’s Bank of China (H'[E] A R4RTT)

the People’s Republic of China, which, for the purpose of
this Prospectus, shall exclude the Hong Kong Special
Administrative Region, the Macao Special
Administrative Region and Taiwan

China Commercial Law Firm, Guangdong

the Securities Law of the PRC (H#E A\ RILHIE 35 7R 1E),
as amended, supplemented or otherwise modified from
time to time

the date, expected to be on or about Friday, January 7,
2022 (Hong Kong time), when the Offer Price is
determined and, in any event, no later than Tuesday,
January 11, 2022

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

Ningbo  Jiangbei  District  Qianrui  Investment
Management Partnership (limited partnership) (ZE¥ LIk
BEELEEHEEOEAREY), a  limited
partnership established in the PRC on February 7, 2017.
Mr. Wang Shuilong (F7K#E) is the general partner and
other 24 employees of the our Company are the limited
partners
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DEFINITIONS

“Qianyi Investment”

“Regulation S”

“Restricted Share Incentive Plan”

“RMB ”»

“Ruide Venture”

“SAFE”

“SAMR”

2

“Sanying Investment

“SAT”

“SFC”

“SFO”

Ningbo Jiangbei District Qianyi Investment Management
Partnership (limited partnership) (ZEiVTAL IR E %5 #% &
EMEBPEEMRSEY), a limited partnership
established in the PRC on February 7, 2017. Mr. Luo
Muhua (ZE23E) is the general partner and other 25
employees of our Company are the limited partners

Regulation S under the U.S. Securities Act

a restricted share incentive plan adopted by our Company
on August 26, 2020 and amended on September 8, 2020,
for the purpose of incentivize eligible management and

employees of our Group
Renminbi, the lawful currency of the PRC

Jiangxi Ruide Venture Investment Co., Ltd. (V1P % f& gl
EBREAMAT), our Controlling Shareholder and a
limited liability company incorporated in the PRC on
July 9, 2008 which is owned as to 40% by Mr. Cai Baogui
(853 #%), 30% by Mr. Hu Zhibin (#i57%) and 30% by
Mr. Li Xinnong (Z=V752)

the State Administration of Foreign Exchange of PRC ('
#E N\ R SLAE [ R A R, and its branch(es)

the State Administration for Market Regulation of the
PRC ("3 N R AR o 52 7 45 B A8 PR )

Sanying (Beijing) Investment Consulting Co., Ltd. (=&
AL & kA BR A F]), a limited liability company
incorporated in the PRC on March 21, 2014 which is
owned as to 86% by Wang Yan (7€) and 14% by Guo
Jianfeng (FPEEIE)

State Administration of Taxation of the PRC (13 A\ 3t
R [0 B 5 48 ) )

the Securities and Futures Commission of Hong Kong
the Securities and Futures Ordinance (Chapter 571 of the

Law of Hong Kong), as amended, supplemented or
otherwise modified from time to time
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DEFINITIONS

“Shanghai Haili”

“Shangqi Delian”

“Share(s)”

“Shareholder(s)”

>

“Shenzhen Stock Exchange’
or “SZSE”

“Sino-Belgian Fund”

“Stabilization Manager”

“Track Record Period”

“Type I Restricted Share(s)”

“Type II Restricted Share(s)”

“Underwriters”

“Underwriting Agreements”

Shanghai Haili (Group) Co., Ltd (b7 (B E) A
FRZyH]), a joint stock company incorporated in the PRC
under the laws of the People’ Republic of China with
limited liability on March 26, 1993

Shanghai Shangqi Delian Investment Center (limited
(Lo M AT O (ARG ), a
limited partnership established in the PRC under the laws
of the People’s Republic of China on October 26, 2015

partnership)

shares in the share capital of our Company, with a
nominal value of RMBI1.00 each, comprising our A

Shares and our H Shares
holder(s) of our Share(s)

Shenzhen Stock Exchange (EYIFE #5385 Hr)

Sino-Belgian Direct Equity Investment Fund ("1[E—Ft
FIR B HEBL & 5 42)), a Sino-foreign joint venture
limited liability company incorporated in the PRC on
November 18, 2004

CLSA Limited

the period comprising the three financial years ended
December 31, 2020 and the six months ended June 30,
2021

A Share(s) issued to the grantees with certain restrictions
stipulated under the Restricted Share Incentive Plan

restricted share(s) granted to the grantees pursuant to
which A Shares could be newly issued and subscribed for
upon the satisfaction of certain vesting conditions under
the Restrict Share Incentive Plan

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement
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DEFINITIONS

“U.S.” or “United States”

“U.S. Securities Act”

“US$” or “U.S. dollar(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

“Xiangtou Investment Fund”

“Xiexin Chaoneng”

“Xinjiang Qianshi”

“Xitu Mining”

“Yancheng Shangqi”

the United States of America, its territories, its

possessions and all areas subject to its jurisdiction

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

United States dollar(s), the lawful currency of the United
States

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website of White Form

eIPO Service Provider at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

Hunan Xiangtou Junrong Industrial Investment Fund
Enterprise (Limited Partnership) (Il e Y0 45 o S
HEMEEREE)), alimited partnership established in
the PRC under the laws of the People’s Republic of China
on March 20, 2019

Ganzhou Poly-Max Magnetics Co., Ltd. GEM #h7ZERE
WESEA FRZ2F]), a limited liability company incorporated
in the PRC on September 7, 2017 which is owned as to
33.15% by Meng Jiahong (diff%), 24.65% by Hu
Yongjun (7K H), 17% by Lai Taoyin (HF#), 15% by
JL MAG (Ningbo) Investment Co., Ltd. (4 JJ K #E(ZEU)
HEABRF]) and 10.20% by Grand Forest Technology
Co., Ltd. CREETMHE & TRHCA R )

the predecessor of Ganzhou Qianchang

Ganzhou Rare Earth Mining Co., Ltd. (ﬁ%ﬂ‘”ﬁiﬁﬁ%%ﬁ
FRZ D), a limited liability company incorporated in the
PRC on January 6, 2005 which is wholly-owned by Xitu
Holdings

Yancheng Shangqiwangshi Automobile Market Industry
Investment Fund (limited partnership) (4 3R, e L A YR
HE MY EERERECHRE)), a limited partnership
established in the PRC on July 24, 2015
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“Yangzhou Shangqi”

“Yuanzhi Fuhai”

“Zhongjin Lingnan Capital”

* For identification purpose only

Yangzhou Shangqi Mergers and Acquisition Growth
Industrial Fund Partnership (limited partnership) (51 ¥
FEPHI R E RSB RREREH), a  limited
partnership established in the PRC on July 6, 2016

Shenzhen Yuanzhi Fuhai No. 9 Investment Enterprise
(limited partnership) (EIIEEEE LR ECECER
%)), a limited partnership established in the PRC on
December 7, 2015 which is controlled by Shenzhen Fuhai
Stock Toubang No. 1 Equity Investment Fund (limited
partnership) (RYIE G RAIR— BRIRMES ARG (ARG
%))

Shenzhen Zhongjin Lingnan Capital Operation Co., Ltd.
(I & EAEE AR AR, a limited liability
company incorporated in the PRC on September 18, 2020
which is wholly-owned by Shenzhen Zhongjin Lingnan
Nonfemet Co., Ltd. (FEIITH H 448 A 2B H TR
agi)!

The English translation and/or transliteration of the names of PRC nationals, entities,

enterprises, government authorities, departments, facilities, certificates, titles, laws and

regulations included in this Prospectus is included for identification purposes only. In the event

of any inconsistency between the English translation and/or transliteration and the Chinese

versions, the Chinese versions shall prevail.
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GLOSSARY

This glossary contains definitions of certain technical terms used in this
prospectus in connection with our business. These terms and their given meanings may
not correspond to industry standard definitions or usage of these terms.

443C”

“ASP”

“APP”

“alloy”

“CAGR”

“coercivity”

“DDPMs”

“Dy_Feu

“energy-saving VFACs”

“ERP”

computers, communications and consumer electronics

acronym for average selling price and the ASP of our
high-performance NdFeB PM finished products in this
prospectus represents the VAT-exclusive average selling
price of our high-performance NdFeB PM finished
products, which is calculated as the revenue from the sale
of high-performance NdFeB PM finished products
divided by the sales volume, unless specified otherwise

acronym for average purchase price and the APP of rare
earths in this prospectus represents the VAT-exclusive
average purchase price of rare earths, which is calculated
as total purchase cost of rare earths divided by the
purchase volume, unless specified otherwise

a compound of two or more elements, at least one of
which is a metal, and where the resulting material has
metallic properties

compound annual growth rate

a measure of the ability of a ferromagnetic material to
withstand an external magnetic field without becoming
demagnetized

direct-drive permanent magnets

Dysprosium-Ferrum, a rare earth alloy

energy-saving variable-frequency air-conditioners
enterprise resource planning, a management platform
based on information technology that provides decision-
making and operating tools for the decision-makers and

employees of an enterprises in the light of systematic
management
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“grain boundary diffusion
technology”

“GWH

“high-performance REPM”

“hydrogen decrepitating”

“IATF”

“IATF 16949~

“ingOt”

”

“installed capacity

“IS O”

“ISO9001”

technology allows the Dysprosium or Terbium to
penetrate into the magnet through its grain boundary
when the heat treatment temperature is higher than the
melting point of Nd-rich phase

a unit of power, 1 GW equals 1,000 MW

the permanent material that the sum of its intrinsic
coercivity (Hcj, Koe) and magnetic energy product (BH)
max, MGOe) is higher than 60*, and a high performance
NdFeB PMs

a process step used in the production of permanent
magnets to create extremely small grains in the material

the International Automotive Task Force, an “ad hoc”
group of automotive manufacturers and their respective
trade associations, which aim to provide improved
quality products to automotive customers worldwide

a technical specification aimed at the development of a
quality management system which provides for continual
improvement, emphasizing defect prevention and the
reduction of variation and waste in the automotive
industry supply chain and assembly process

a mass of metal cast into a size and shape that is
convenient for shipping, re-melting or refining

the capacity of wind turbines or power generators that
have been completely assembled and erected and which
have been commissioned and started producing
electricity

the International Organization for Standardization, a
non-government organization based in Geneva,
Switzerland, for assessing the quality systems of business

organizations

a standard for quality management systems enacted by
the International Organization for Standardization (ISO)

* Source: National High-Tech Products Catalog 2006 ( {[EZ sl 2= i H #2006) )
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“light rare earth”

“medium and heavy rare earth”

“milling”

“mining quota”

“mining right”

“Nd”

“NdFeB PMs”

“NEVs”

“OA”

113 2

ore

“permanent magnets” or “PM”

rare earth elements that are light in atomic weight, which
include lanthanum (La), cerium (Ce), praseodymium (Pr)
and neodymium (Nd), as advised by Frost & Sullivan,
which is consistent with the industry practice and
classification

rare earth elements that are medium and heavy in atomic
weight, which include promethium (Pm), samarium (Sm),
europium (Eu), gadolinium (Gd), terbium (Tb),
dysprosium (Dy), holmium (Ho), erbium (Er), thulium
(Tm), ytterbium (Yb), and lutetium (Lu) as advised by
Frost & Sullivan, which is consistent with the industry

practice and classification

the process of scraping the outer layer of ingot blanks by
ways of milling (generally hobbing) so as to remove the
defects of the surface of ingots, such as cold shuts,
blisters, impurity, crackles

the limited quantity of rare earth resources which is

officially allowed to mine

the licensed right of mining mineral resources and
obtaining mineral products in areas where mining
activities are legal

Neodymium, a rare earth element

permanent magnets made from an alloy of neodymium,
iron, and boron that are divided into two subcategories,
namely sintered NdFeB magnets and bonded NdFeB
magnets because of different manufacturing processes

new energy vehicles

office automation, a new office solution that combines
modern office affairs with computer technology

mineral aggregates from which metal or other products
can be extracted on an industrial scale under modern

technical and economic conditions

a material that retains its magnetic properties without
external magnetic field
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GLOSSARY

“production capacity”

“PI’-Nd”

“rare earth”

“REPMs”

“remanence”

“sintering”

“smelting”

113 ”»

sq.m.

“surface treatment”

“Tb”

“tonne”

the maximum quantity of product that can be produced by
an equipment in a period of time on a normal sustainable
long-term operating rate that is based on the operating
parameters of such equipment, subject to certain
assumptions

Neodymium-Praseodymium, a rare earth alloy

a set of seventeen chemically similar metallic elements,
comprising light rare earth, medium rare earth and heavy
rare earth

rare earth permanent magnets

magnetization left behind in a magnetic material (such as
iron) after an external magnetic field is removed

a heat treatment for mineral powder that applies a
temperature below the melting point, the purpose of
which is to combine the component particles in order to

increase size and strength

a refining technology which extracts metal from ores by
such methods as roasting, smelting, electrolysis and the
use of chemical reagents, reduce impurities contained in
the metal, increase a certain composition of the metal and
make the required metal

square meter(s)

a process which aims to artificially form a surface layer
which differs with that of the substrate material in
mechanical, physical and chemical properties

Terbium, a rare earth element

metric tonne
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FORWARD-LOOKING STATEMENTS

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

. our operations and business prospects;

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

. our strategies, plans, objectives and goals and our ability to successfully implement
these strategies, plans, objectives and goals;

. our ability to continue to maintain our leadership position in the industry;

o our ability to control or reduce costs;

. our ability to identify and integrate suitable acquisition targets;

. general economic conditions;

. changes to regulatory and operating conditions in the industry and markets in which
we operate;

. our dividend policy;

. our capital expenditure plans;

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

. capital market developments;

. our future debt levels and capital needs;
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. the competitive environment of the industry and markets in which we operate;

. the actions and developments of our competitors;

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

. other statements in this Prospectus that are not historical facts.

By their nature, certain disclosures relating to these and other risks are only estimates and
should one or more of these uncertainties or risks materialize or should underlying assumptions
prove to be incorrect, our financial condition and actual results of operations may be materially
and adversely affected and may vary significantly from those estimated, anticipated or
projected, as well as from historical results.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in
this Prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this Prospectus might not occur in the way we expect or at all.
Accordingly, you should not place undue reliance on any forward-looking information.
Moreover, the inclusion of forward-looking statements should not be regarded as
representations by us that our plans and objectives will be achieved or realized. All
forward-looking statements in this Prospectus are qualified by reference to the cautionary
statements in this section.

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

are made as of the date of this Prospectus. Any such information may change in light of future

developments.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including
the risks and uncertainties described below, before making an investment in our H
Shares. These risks could materially and adversely affect our business, financial
condition and operating results. The trading price of our H Shares could significantly
decrease due to any of these risks, and you may lose all or part of your investment. You
should pay particular attention to the fact that we are a company incorporated in the
PRC and most of our operations are conducted in the PRC which is governed by a legal
and regulatory environment that may differ from that of other countries. For more
information concerning the PRC and certain related matters discussed below, see
“Regulatory Overview,” “Appendix III — Summary of the Articles of Association” and
“Appendix IV — Summary of Principal Legal and Regulatory Provisions”. You should
seek professional advice from relevant advisors regarding your prospective investment
in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We rely on a stable supply of quality raw materials. Any decrease in the supply or increase
in the prices of these raw materials could have a material and adverse impact on our
business.

Our business operations depend on the timely and sufficient supply of rare earth used for
our products that are of adequate quality and at commercially acceptable prices. The supply of
rare earth may be adversely affected by a variety of factors beyond our control, such as
government regulations and restrictions, production capacity constraints of upstream suppliers,

market supply and demand, price fluctuations and natural disasters.

Rare earth production is subject to strict government controls in China. Since 2011, China
has tightened its regulation on rare earth production so as to protect the national interests and
industry security and prevent, among others, illegal mining, destructive mining, and unplanned
and over-planned production. On January 15, 2021, Ministry of Industry and Information
Technology published the “Draft Regulations on Rare Earth Management” for public
consultation (“H T8 FMA (K& FLAR)”) to further strengthen the regulation on rare earth
mining. The PRC government issues two batches of rare earth mining quotas and smelting and
separation quotas each year to control the overall production volume of rare earth in China. In
recent years, such quotas have been increasing. To ease the tight supply of rare earth, the
Ministry of Industry and Information Technology raised the quota of rare earth mining, and
smelting and separation, in 2021 to 168,000 tonnes and 162,000 tonnes, respectively,
representing an increase of 20% compared with the same quota of rare earth mining and
smelting and separation in 2020. However, there is no assurance that such quotas will continue
to increase or will be adequate to satisfy market demand. In particular, governmental
adjustments to production restrictions may lag behind increases in market demand. A shortage
in supply may drive up the market prices of rare earth and thereby impact our procurement.
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In November 2016, the Ministry of Industry and Information Technology, the United
Nations Ministry of Land and Resources, the Ministry of Environmental Protection, the
Ministry of Public Security and other departments issued the Letter on Requesting the
Organization of Special Actions to Combat Rare Earth Violations ( B 6w AL 4% BH 2 4T %55
TR LERAT A EIEITE MK ) ). From January 2017 to April 2017, a special campaign to
combat violations in relation to rare earth was carried out nationwide in China, which led to
the short supply of rare earth and resulted in the increase in the rare earth’s prices in 2017. In
2019 and 2020, with the strict supervision of rare earth industry, the output from domestic
illegal rare earth production continued to shrink. Besides, in 2019 Myanmar announced that it
would cease exporting rare earth to China, which collectively resulted in the short supply of
medium and heavy rare earth in China. The short supply and the vast demand from downstream
industries, such as that from the wind turbine generator industry, led to the increase in the price
of rare earth since May 2020. Compared with the previous two major price increases in 2017
and 2019, respectively, each of which lasted for less than half a year, the price increase in 2020
lasted longer and was more substantial. Since 2021, as the global economy gradually recovers,
especially in the context of Carbon Neutrality (% H'#1), the demand from green and low-carbon
industries such as NEV is expected to further stimulate the demand for rare earth. Therefore,
the prices of rare earth metals and alloys in China, including Nd, Tb, Pr-Nd and Dy-Fe, are
generally expected to increase from 2020 to 2025, according to Frost & Sullivan.

We purchase our raw materials from third-party suppliers, which exposes us to price
fluctuations and supply shortages. We cannot assure you that our suppliers will continue to
supply sufficient rare earth to us on terms and conditions commercially acceptable to us, or at
all. Further, as we scale up our production capacity, there is no guarantee that our increasing
demand for rare earth will be satisfied by sufficient and stable supplies from our suppliers. In
the event of a significant increase in the prices of rare earth, we cannot assure you that we will
be able to pass on any such increase to our customers. Any failure to pass on such increase
would have a direct and negative impact on our profitability.

Our price adjustment mechanism has an impact on our results of operations, and may not
enable us to promptly respond to the raw material price increase.

We place strong emphasis on establishing long term and solid business relationship with
our customers. In order to establish a close cooperation relationship and enhance mutual
benefit between our customers and us, the price adjustment mechanism had been increasingly
adopted during the Track Record Period. Pursuant to this price adjustment mechanism, we are
able to adjust the unit price of our products on annual, semi-annual, quarterly or monthly basis,
as the case may be. Our price adjustment mechanism varies for customers in different
downstream sectors. For details of our price adjustment mechanism, see “Business — Pricing
— Price Adjustment Mechanism”. For the years ended December 31, 2018, 2019 and 2020 and
the six months ended June 30, 2021, our revenue attributable to price adjustment mechanism
as a percentage of our total revenue was 75.2%, 81.9%, 84.0% and 85.8%, respectively.
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Our price adjustment mechanism had an impact on our results of operations, especially
on gross profit margins for our products in NEVs and automotive parts, PM wind turbine
generators and energy-saving VFACs sectors during the Track Record Period. For downstream
sectors with longer price adjustment period, we cannot promptly respond to the raw material
price increase, leading to decreases in our gross profit margins in relevant sectors. For
example, as a result of our longer price adjustment for price of products in NEVs and
automotive parts sector, which was mainly adjusted on quarterly basis, while price with a small
portion of customers was adjusted on annual or semi-annual basis during the Track Record
Period, our gross profit margin of NEVs and automotive parts sector decreased in the first half
of 2021 as compared to that in the first half of 2020, primarily due to the significant increase
in rare earth price in the first half of 2021. In addition, gross profit margin of PM wind turbine
generators sector decreased in the first half of 2021 as compared to that in the first half of 2020,
primarily due to the significant increase in rare earth price in the first half of 2021. There is
no assurance that our price adjustment mechanism with longer price adjustment period would
be able to promptly respond to the significant raw material price increase in the future. As a
result, our business, financial condition and results of operations may be materially and
adversely affected.

Moreover, there is no assurance that our customers will continue to accept our price
adjustment mechanism or cooperate with us in a price adjustment mechanism that is favorable
to us. When rare earth prices experience significant increase, our price adjustment mechanism
allows us to timely pass the risk of raw material price increase to our customers in downstream
sectors with shorter price adjustment period. If our customers choose not to accept our price
adjustment mechanism or extend the price adjustment period with us, we may not be able to
pass the risk of raw material price increase or at all to our customers in a timely manner. As
a result, our business, financial condition and results of operations may be materially and
adversely affected.

We procure a significant portion of our raw materials from our top five largest suppliers. Any
adverse change in business relationship with our major suppliers could materially and
adversely affect our business, financial condition and results of operations.

We procure the majority of our raw materials from our five largest suppliers, all of which
were rare earth producers. Our purchases from our five largest suppliers amounted to
RMB770.7 million, RMB762.2 million, RMB1,172.8 million and RMB1,025.3 million in 2018,
2019, 2020 and the six months ended June 30, 2021, respectively, representing 72.4%, 67.7%,
64.4% and 75.8% of our total purchases for the corresponding periods, respectively. We
maintain long-term relationships with our major rare earth suppliers including China Southern
Rare Earth and China Northern Rare Earth, and entered into annual supply agreements with
them. However, these agreements do not lock prices and we cannot assure you that our
relationship with our rare earth suppliers will continue to be stable, or supply from them will
not experience any disruptions in the future. For details on our suppliers, please see “Business

— Suppliers” in this prospectus.
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In China, rare earth production is under strict government control and there are only a
limited number of rare earth producers. Accordingly, it would be difficult for us to further
diversify our rare earth procurement sources. We expect to continue to rely on a limited number
of rare earth suppliers in the foreseeable future. Our major rare earth suppliers may cease to
supply to us for a variety of reasons such as competition, disputes, failure to reach agreement
on commercial terms, and a supplier’s own operational or financial difficulties. In the event
that a supplier ceases to supply to us, and we are unable to procure such raw materials from
alternative suppliers on acceptable commercial terms and in a timely manner, our business,
financial condition and results of operations may be materially and adversely affected.

Our financial conditions, results of operations and business may be adversely affected if we
are unable to enhance our production capacities.

We believe that our future success, in part, depends on our ability to enhance our
production capabilities, which include increasing our production utilization rate, improving our
production efficiency, acquiring and upgrading equipment and production facilities and
modifying our existing production processes. In order to meet demand for our products and
achieve a desired level of economies of scale in our operation and to deliver high quality
products at a competitive cost level, we are required to continue to expand our existing
production capacity. We are in the process of further expanding our production capacity. The
completion-based check and acceptance of construction for our Baotou Production Base was
completed in December 2021 and our Baotou Production Base is expected to commence
operation by the end of 2021 with a designed production capacity of 8,000 tonnes per annum
of high-performance NdFeB PM blanks. We also plan to commence the construction of our
Ningbo Production Base by the end of 2021, which is expected to commence operation by the
end of 2023 with a designed production capacity of 3,000 tonnes of high-performance NdFeB
PM blanks and 100 million units/sets of high-performance NdFeB PM component parts per
annum.

We intend to fund such expansions by using cash generated from our operations, the net
proceeds from the Global Offering and/or debt and/or equity financing in the future. Any
adverse change in the general market conditions for financing activities, the prevailing
economic and political conditions and our future financial position may affect our ability to
obtain any necessary additional financing in time on reasonable terms or at all. If we are unable
to finance the acquisition of the equipment we need or the construction projects, we may not
be able to expand our production capacity or enhance our production capabilities to satisfy the
demand from our customers. As a result, our growth prospects would be limited. In addition,
we also cannot assure you that these plans will be implemented successfully on time, within
budget or at all.

Furthermore, our efforts to enhance our production capabilities may not achieve the
expected benefits. We cannot assure you that the demand for our products will continue to
increase, or remain at the current levels, which is affected by various factors beyond our
control, including underlying economic conditions and market competitiveness. If the demand
for our products is weaker than anticipated, we may experience problems associated with
overcapacity and under-utilization of headcounts and other resources, which may have an
adverse effect on our financial conditions, results of operations and business.
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Delays in delivery by domestic and international third-party logistics providers may affect
our sales and damage our reputation.

We engage domestic and international third-party logistics service providers to deliver the
goods from our suppliers to us and deliver our orders to our customers and they may experience
interruptions or failures to timely and properly deliver products. These interruptions or failures
may be due to events that are beyond the control of us or these logistics service providers, such
as inclement weather, natural disasters, accidents, transportation disruptions, including special
or temporary restrictions or closings of facilities or transportation networks due to regulatory
or political reasons, or labor unrest or shortages. These logistics services could also be affected
or interrupted by business disputes, industry consolidation, insolvency or government
shut-downs. We may not be able to find alternative logistics service providers to provide
logistics services in a timely and reliable manner, or at all. If we encounter delays in receiving
the raw materials from our suppliers or if the products sold by us are not delivered in proper
conditions, on a timely basis or at shipping rates that are commercially acceptable to
marketplace participants, our business and prospects, as well as our financial condition and
results of operations could be materially and adversely affected.

Our customer concentration is high, and a loss of our major customers may adversely affect
our business operations and financial results.

The percentage of our total revenue attributable to our five largest customers combined
amounted to approximately RMB872.7 million, RMB1,197.0 million, RMB1,548.2 million and
RMB1,229.2 million in 2018, 2019, 2020 and the six months ended June 30, 2021, representing
68.1%, 73.4%, 67.6% and 69.6% of our total revenue for the corresponding periods,
respectively approximately. We cannot assure you that the aforementioned major customers
will place orders with us according to the targeted purchase quantities in the binding sales
contracts or we can continue to be able to meet the standard required by our major customers.
If there is a reduction or cessation of purchase orders from our major customers for whatever
reasons, such as failure to maintain their existing market share, and we are unable to obtain
purchase orders of a comparable size and terms in substitution or our plan to diversify or
expand our customer base does not succeed, our business, financial condition, results of
operations and gross profit may be materially and adversely affected.

There is no assurance that we will be able to retain our customers, renew our existing
contracts or secure new contracts upon expiry of the contract period or that they will maintain
their current level of business with us in the future. As such, any loss of our major customers
or significant decrease in the number or size of contracts with our major customers may
materially and adversely affect our financial condition and operating results. Besides, if any of
our top five customers experiences any liquidity issues, it may result in a delay or default in
settling progress payments to us, which in turn will have an adverse impact on our cash flows
and financial conditions. We cannot guarantee that we will be able to diversify our customer
base by securing contracts with new customers or expand our cooperation with other
customers.
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New legislations or changes in the PRC and global regulatory requirements and policies
regarding the end markets of our products and retreats in renewable energy subsidy may
affect our business operations and prospects.

At present, both in China and globally, our main business segment, as well as downstream
wind power generation, NEV, energy-saving inverter household appliances (currently mainly
energy-saving VFACs) and other fields, are industries promoted and supported by the
government, for example, through subsidizing renewable energy development. No regulations
or other negative factors that explicitly restrict the development of our business and
downstream industries have been identified. However, there is no guarantee that the relevant
policy environment will continue to be positive of the same level in the future. New legislation
or changes in the PRC and global regulatory requirements that are less favorable or any retreats
in subsidies could adversely affect our operation results and prospects.

In particular, in China’s NEV industry, the change in the NEV subsidies from the
government may have a significant impact on market demand for NEVs. According to the
relevant policies of the PRC government, the NEV subsidies began to retreat from July 2019
and led to a decrease in the sales of NEVs in China. After the outbreak of COVID-19, the PRC
government announced the extension of the NEV subsidies for two more years till the end of
2022. In May 2019, the NDRC promulgated the Notice on Improving the On-grid Tariff Policy
for Wind Power Sector ( (BHJASEE AR A9 R E BRI A1) ), which stated that onshore
wind power generation projects approved before the end of 2018 will not be able to enjoy an
on-grid tariff subsidy if they have not been connected to the grid before the end of 2020;
onshore wind power generation projects approved in 2019 and 2020 will not be able to enjoy
an on-grid tariff subsidy if they have not been connected to the grid before the end of 2021;
and onshore wind power generation projects approved since January 1, 2021 will no longer
enjoy an on-grid tariff subsidy.

During the Track Record Period, governmental policies has impacted our business and
revenue. For NEVs and automotive parts sector, our revenue generated from this sector
increased from RMB219.9 million in 2019 to RMB325.6 million in 2020, mainly attributable
to the development of both domestic and overseas NEV markets. In 2020, the PRC government
promulgated a series of policies to stimulate NEV consumption, including extension of the
NEV purchase subsidy until the end of 2022, which led to a rebound in the domestic NEV
consumption in 2020. Our revenue generated from NEVs and automotive parts sector
decreased from RMB317.8 million in 2018 to RMB219.9 million in 2019, as a result of the
slowdown in the development of NEV sector in 2019 led by a reduction in the government
subsidies granted to the NEV sector. For PM wind turbine generators sector, our revenue
generated from this sector increased from RMB386.3 million in 2018 to RMB855.2 million in
2019, primarily because market players in such sector increased their investments in newly
installed capacity with a view to benefiting from government subsidies that are available if
certain milestone is achieved within a specified period. In May 2019, the NDRC promulgated
the Notice on Improving the On-grid Tariff Policy for Wind Power Sector ( (it ¢ ElE L
ATEMEELR M%) ), which stated that onshore wind power generation projects approved
before the end of 2018 will not be able to enjoy an on-grid tariff subsidy if they have not been
connected to the grid before the end of 2020; onshore wind power generation projects approved
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in 2019 and 2020 will not be able to enjoy an on-grid tariff subsidy if they have not been
connected to the grid before the end of 2021; and onshore wind power generation projects
approved since January 1, 2021 will no longer enjoy an on-grid tariff subsidy. However, we
cannot guarantee that our revenue generated from PM wind turbine generators sector will
continue to increase upon the expiry of the government subsidy, which may adversely affect
our financial performance. For energy-saving VFACs sector, our revenue generated from this
sector increased from RMB371.5 million in 2018 to RMB422.3 million in 2019, as the
promulgation of Notice on the Issuance of the Green and Efficient Refrigeration Action Plan
( BARENEE <G mSUR ITE) T Z>H94AT) ) by relevant PRC authorities in June 2019,
which requires the overall energy efficiency of household air-conditioners, variable refrigerant
volume air-conditioning system and other refrigeration products to increase by 30% by 2022,
drove a significant increase in the demand for our products from energy-saving VFAC
producers in 2019. In 2020, the new national standard, Minimum Allowable Values of the
Energy Efficiency and Energy Efficiency Grades for Room Air Conditioners ( <) [H] %% 54 i
R BERI R A (L S RERLAEA) ) (GB 21455-2019) (the “New AC Standard”), implemented by the
NSAC in July 2020 requires the overall energy efficiency standard of air-conditioner industry
to increase by 30% by 2022, while only energy-saving VFACs using high-performance sintered
NdFeB PMs can meet the requirements of the new standard, according to Frost & Sullivan,
which resulted in the growth in demand for NdFeB PMs from the energy-saving VFAC sector.
As a result, our revenue generated from domestic energy-saving VFAC sector increased from
RMB422.3 million in 2019 to RMB878.3 million in 2020, primarily due to the New AC
Standard implemented by the NSAC in July 2020, driving energy-saving VFAC value chain
participants to use sintered REPMs in their products. For details of our results of operations
during the Track Record Period, please refer to “Financial Information — Period-to-Period
Comparison of Results of Operations” in this prospectus.

There is no assurance that the future retreat of government subsidies will not lead to
decrease in the sales of products of our downstream customers in China, which may in turn
reduce the demand of our products from our customers and lead to a material adverse impact
on our business, financial condition and results of operations.

We may not be able to maintain or grow our revenue or our business.

We have achieved significant growth in revenue and in our business in recent years. Our
ability to continue to grow our revenue depends on a number of factors, such as our ability to
continue to grow our core businesses as well as expand our business in emerging industries. We
are exploring and will continue to explore in the future new business initiatives, including in
industries and markets in which we have limited or no experience, as well as new business
models, that may be untested. Developing new businesses, initiatives and models requires
significant investments of time and resources, and may present new and difficult technological,
operational and compliance challenges. Many of these challenges may be specific to business
areas we do not have sufficient experience in. We may encounter difficulties or setbacks in the
execution of various growth strategies, which we expect to be an important driver of our future
growth, and the growth strategies may not generate the returns we expect within the timeframe
we anticipate, or at all.
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Our business performance is dependent on the general positive development of our
downstream industries and our customers. Our downstream industries are generally promoted
by a series of favorable policies at home and abroad. For example, as China has pledged to
reach carbon neutrality by 2060 and most of the developed countries, such as U.S., Japan and
UK, aim to achieve such goal by 2050, relevant supportive policies have been promulgated.
Any slowdown or reverse in relevant international and national policies or the “double carbon”
target may significantly impact the development of our downstream industries, causing
decreases in demands for high-performance NdFeB PMs form our customers.

In addition, our revenue growth may slow or our revenue may decline for other reasons,
including changes in the geopolitical landscape, government policies or general economic
conditions. As our revenue grows to a higher base level, our revenue growth rate may slow in
the future. Furthermore, due to the size and scale we have achieved, our customer base may not
continue to grow as quickly or at all.

If we are unable to compete effectively, our business, financial condition and results of
operations would be materially and adversely affected.

We face competitions from both domestic and global competitors. Existing and new
competitors may leverage their established platforms or market positions to introduce
innovative business models, to launch highly-engaging products or services that may attract a
large customer base and achieve rapid growth, which may materially and adversely affect our
business expansion and results of operations. Apart from domestic competitors, we also
compete with international players operating in their local markets. If we are unable to compete
effectively, the level of our customer’s loyalty may decrease and our market share and
profitability may be negatively affected. Our competitors may employ price undercutting as
well to prevent us from competing effectively without making losses. The aforementioned
competition could materially and adversely affect our business, financial condition and results
of operations, as well as our reputation and brand.

Any failure to maintain an effective quality control system for our production and a high
production efficiency could have a material adverse effect on our reputation, business,
financial condition and results of operations.

As the quality of our products is essential to the success of our businesses, we must
maintain an effective quality control system for our production and other operational activities.
The effectiveness of our quality control system depends significantly on a number of factors,
including the design of the system and the related training programs, as well as our ability to
ensure that our employees adhere to our quality control policies and guidelines. Any failure or
deterioration of our quality control systems could result in defects in our projects or products,
which in turn may subject us to contractual, product liability, warranty and other claims. Any
such claims, regardless of whether they are ultimately successful, could cause us to incur
significant costs, harm our business reputation and result in significant disruption to our
operations.
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A number of factors, many of which are beyond our control, may adversely affect our
productivity and increase our cost of production, including technological difficulties, supply
disruptions and defects in raw materials or equipment. During the Track Record Period, our
utilization rate of production capacity NdFeB PM blanks continued to approach the point of
saturation, averaging more than 96.0% from 2018 to 2020. However, we cannot assure you that
we will be able to maintain the high utilization rates that have allowed us to achieve cost
effective production in the future. If we fail to maintain or improve our production efficiency,
our business operations, competitiveness, financial conditions may be materially and adversely
affected.

If we fail to effectively manage our inventories or estimate accurately based on the demand
for our products, our business, financial condition and results of operation may be
materially and adversely affected.

Maintaining an optimal level of inventories is important to our business. If we over-stock
our inventories, our required working capital will increase and we may incur additional finance
costs. Conversely, if we under-stock our inventories, we may be unable to meet customers’
demand and consequently, our operating results may be adversely affected. If we fail to
anticipate, identify or respond to changes in consumer preferences in a timely manner, we may
experience a reduced demand for our products, a lower level of revenue and an increased level

of inventory turnover days.

As of December 31, 2018, 2019, 2020 and the six months ended June 30, 2021, our
closing balance of our inventories amounted to approximately RMB598.1 million, RMB637.3
million, RMB925.0 million and RMB1,107.3 million, respectively, which accounted for
approximately 35.1%, 27.5%, 33.5% and 30.1% of our total current assets as of the same date,
respectively. Our average inventory turnover days were approximately 174, 175, 163 and 137
days in 2018, 2019, 2020 and the six months ended June 30, 2021, respectively. For more
details of our average inventory turnover days, please refer to the section headed “Business —
Inventory Management” in this prospectus. We plan our purchase of raw materials and
production based on our customers’ purchase orders. During the Track Record Period, to reduce
average cost of rare earth, we also maintained a safety inventory of rare earth with competitive
price based on our anticipation of increases in market price of rare earth. If the customer orders
cannot be executed, our estimation of market price of rare earth is inaccurate, or the market
demand changes unfavorably, we may not be able to sell the products. If the customers’ orders
cannot be executed, we may be subject to a heightened risk of a decline in inventory values,
and inventory write-downs or write-offs. In addition, we may be required to lower sale prices
in order to reduce inventory level, which may lead to lower gross profit margins or a loss. High
inventory levels may increase our inventory holding costs, preventing us from using that
capital for other important purposes. As such, our results of operations, financial performance
and business could be materially and adversely affected.

—59 —



RISK FACTORS

Fluctuations in rare earth prices could have an adverse effect on our results of operations.

Rare earth, as the major component of our raw materials, made up over 70% of our cost
of sales during the Track Record Period. We mainly adopt a cost-plus pricing mechanism for
our products. As a result, fluctuations in prices of rare earth, which may be affected by a
number of factors beyond our control, could adversely affect our gross profit margin and
results of operations.

We are subject to risks associated with our debt financing terms which may limit or otherwise
adversely affect our business, financial condition, results of operations and prospects.

Our business and operations require intensive capital investment. We have entered into a
number of loan agreements with banks. We are subject to the fluctuations in debt interest rates.
In case of any default under any of these loan agreements, the lenders may be entitled to
accelerate payment of all or any part of the loans under such loan agreements. If we delay or
default on our payments, we may have to incur additional legal costs which in turn may
adversely affect our financial position and profitability. During the Track Record Period, we
have not breached any financial covenants relating to bank loans and other borrowings. For
more details of our bank loans and other borrowings, please refer to the section headed
“Financial Information — Indebtedness — Interest-bearing bank and other borrowings”.

We may face risk regarding investment in a fund.

On July 29, 2021, the Board resolved to make a RMB57.0 million equity investment into
JL MAG Ningbo Investment, a wholly-owned subsidiary of our Company. JL MAG Ningbo
Investment will in turn use such capital to invest in a fund as a limited liability partner. Such
fund will invest in projects in the REPM industry. However, if this fund does not perform as
expected or is not able to invest in high-quality projects, our return of investment in this fund
cannot be guaranteed. As a result, our financial condition or results of operations could be
adversely affected.

There can be no assurance that the investment in this fund will achieve the results
intended and we may be subject to liquidity risk. Our investment in this fund is not as liquid
as other investments because there is no cash flow until investment returns are received.
Therefore, the illiquidity of our investment in this fund may significantly limit our ability to
respond to adverse changes in the performance of fund. In addition, if there is no investment
return from this fund, we will also be subject to liquidity risk and our financial condition or
result or operations could be adversely affected.

We recorded negative operating cash flows during the Track Record Period.

We recorded net cash used in operating activities of RMB76.7 million for the six months
ended June 30, 2021. For details, please refer to “Financial Information — Liquidity and Capital
Resources — Cash Flow — Net cash flow from/(used in) operating activities” in this prospectus.
If, in the future, we are unable to generate sufficient cash flow for our operations or otherwise
unable to obtain sufficient funds to finance our business, our liquidity and financial condition
will be adversely affected.
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Our operations depend on our research and development capabilities, which may not always
produce positive results.

Our ability to improve production capabilities and launch new products depends largely
on our research and development capabilities. For example, the wind power industry evolves
rapidly and technologies relating to wind turbines are subject to rapid changes and
developments. Accordingly, our customers in wind power industry are demanding more
technologically advanced REPM materials to improve the operational performance and
electricity production of the wind turbines.

To maintain our market position, we need to design, develop and implement new and
improved production methods and products on a timely and continuous basis and enhance our
service offerings to keep pace with technological developments in order to meet the higher
demands from our customers. Accordingly, we have devoted resources to our R&D efforts.
During the Track Record Period, our “R&D expenses” were approximately RMB55.1 million,
RMB63.2 million, RMB103.2 million and RMB78.1 million, respectively. However, we cannot
assure you that our R&D efforts can be completed in the anticipated time frame and lead to new
technology that is commercially successful. Even if such efforts are successful, we may be
unable to apply our newly developed technologies to our products in ways that are accepted by
our customers. If we are unable to maintain or enhance our research and development
capabilities, we may encounter delays in production development and technology integration.
If we fail to meet changing market demands, if we fail to successfully introduce new and
competitive products to the market, or if our R&D research results and technologies fail to keep
in line with or meet the changes in customers’ demands in a timely manner and if our
competitors respond more rapidly than we do, our competitiveness may be undermined and our
business, financial condition and results of operations may be materially and adversely
affected.

We are exposed to foreign currency exchange fluctuations.

A substantial portion of our revenues and cost of sales is denominated in Renminbi.
However, as we conduct part of our business in Hong Kong, Europe, Japan and USA, we are
subject to significant risks associated with foreign currency exchange fluctuations.

Changes in the value of foreign currencies could increase our Renminbi costs for, or
reduce our Renminbi revenues from, our foreign operations, or affect the prices of our exported
products and the prices of our imported equipment and materials. Any increased costs or
reduced revenues as a result of foreign currency exchange fluctuations could adversely affect
our margins. The fluctuation of foreign exchange rates also affects the value of our monetary
and other assets and liabilities denominated in foreign currencies, primarily U.S. dollar and
Euro. To the extent that we need to convert U.S. dollar or Euro into Renminbi for capital
expenditures, working capital and other business purposes, appreciation of Renminbi against
U.S. dollar or Euro would have an adverse effect on the amount of RMB we would receive from
the conversion and vice versa.
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The value of the Renminbi is subject to changes in the PRC’s governmental policies and
international economic and political environment. On July 21, 2005, the PRC government
changed its policy of pegging the value of the Renminbi to the U.S. dollar. Under the new
policy, the Renminbi is permitted to fluctuate within a narrow and managed band against a
basket of certain foreign currencies. On May 18, 2007, the PBOC enlarged, effective on May
21, 2007, the floating band for the trading prices in the inter-bank spot exchange market of
Renminbi against the U.S. dollar from 0.3% to 0.5%. This allows the Renminbi to fluctuate
against the U.S. dollar by up to 0.5% above or below the central parity rate published by the
PBOC. The floating band was further widened to 1.0% on April 16, 2012. On August 11, 2015,
the PBOC announced to improve the central parity quotations of Renminbi against the U.S.
dollar by authorizing market-makers to provide central parity quotations to the China Foreign
Exchange Trading Center daily before the opening of the interbank foreign exchange market
with reference to the interbank foreign exchange market closing rate of the previous day, the
supply and demand for foreign exchange as well as changes in major international currency
exchange rates. Following the announcement by the PBOC on August 11, 2015, Renminbi
depreciated significantly against the U.S. dollar. On December 11, 2015, the China Foreign
Exchange Trade System (“CFETS”), a sub-institutional organization of the PBOC, published
for the first time the CFETS Renminbi exchange rate index, which weighs the Renminbi based
on 13 currencies, to guide the market in order to measure the Renminbi exchange rate from a
new perspective. Since then, Renminbi experienced varying degrees of fluctuation in value
against the U.S. dollar. In December 2016, the CFETS announced that starting on January 1,
2017, the number of currencies in the CFETS currency basket will be increased to 24 from 13.
The 11 currencies to add, including the Korean won, the South African rand and the Mexican
peso, will have a 21.1% weighting in the currency basket, while the U.S. dollar’s weight in the
basket will be 22.4%. On December 31, 2020, CFETS announced that, staring from January 1,
2021, the U.S. dollar’s weight in the basket would be further decreased to 17.9% and the Euro’s
weight would be increased from 17.4% to 18.2%. The PRC government may adopt further
reforms of PRC’s exchange rate system in the future.

These changes in policy have resulted in fluctuations of the Renminbi against the U.S.
dollar. There can be no assurance that such exchange rate will remain stable against the U.S.
dollar or other foreign currencies in the market. At present, there remains significant
international pressure on the PRC government to adopt an even more flexible currency policy,
which could result in fluctuations in the exchange rates of the Renminbi against the U.S. dollar
or other foreign currencies. Further appreciation of the Renminbi against these currencies may
affect our overseas operations. Fluctuations in exchange rates may adversely affect the value,
translated or converted into foreign currencies, of our net assets, earnings and any declared
dividends.

In order to effectively hedge against and manage the risks related to foreign currency
exchange, we have entered into a master agreement with Ganzhou Branch of China Merchants
Bank for trading foreign exchange derivatives in November 2018. We recorded other gains on
fair value changes of forward exchange agreements of RMBO0.7 million, RMB1.2 million,
RMBO0.7 million, and RMB4.2 million in the Track Record Period; we recorded other expenses
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on fair value changes of forward exchange agreements of RMB1.2 million in the six months
ended June 30, 2020. However, we cannot assure you of the availability and effectiveness of
our forward foreign exchange agreements and we may not be able to adequately hedge our
exposure.

We depend on key management as well as experienced and capable personnel generally, and
any failure to attract, motivate, retain or recruit our staff could severely restrict our ability
to maintain and grow our business.

Our future success is significantly dependent upon the continued service of our key
management and other key employees, particularly in new business areas we are expanding
into. Their industry experience, expertise and contributions are essential to our business
operations. We will require an increasing number of experienced and competent employees in
the future to implement our expansion plans. However, our various incentive initiatives may
not be sufficient to retain or attract our management and employees. We may need to offer
better remuneration and other benefits to attract and retain key personnel. However, we cannot
assure you that we will have the resources to fully achieve our staffing needs or that our costs
and expenses will not increase significantly as a result of increased talent acquisition and
retention cost. Our failure to attract and retain competent personnel, and any increase in
staffing costs to retain such personnel may have a negative impact on our ability to maintain
our competitive position and grow our business. We may not be able to locate suitable or
qualified replacements, and may incur additional expenses to recruit and train new staff. If this
occurs, our businesses, financial condition and results of operations may be materially and
adversely affected.

Failure to obtain, maintain or renew required government permits, licenses and approvals
could materially and adversely affect our business, results of operations, financial position
and growth prospects.

Our operations require certain government permits, licenses, approvals and certificates.
For more details of the permits, licenses, and approvals required for our operations, please refer
to the section headed “Regulatory Overview” in this prospectus. During the Track Record
Period, we did not obtain the drainage permit for discharging sewage of our operations into
urban drainage. In July 2021, we applied for the drainage permit for discharging sewage of our
operations into urban drainage. The competent authority accepted our application in July 2021
and confirmed that during the Track Record Period and up to the date of such confirmation, we
had neither committed any material breach of the laws and regulations in respect of urban
management nor been subject to any penalty. For details, please refer to “Business — Legal
Proceedings and Compliance — Non-compliance — Drainage permit for discharging sewage” in
this prospectus. We have obtained the drainage permit for discharging sewage on September 2,
2021. We cannot assure you that we will not encounter delays or difficulties in fulfilling the
necessary conditions to obtain and/or renew all necessary permits, licenses and approvals for
our operations in a timely manner, or at all. Any failures by us to obtain, renew or abide by,
or encounter delays in obtaining or renewing, such approvals may result in enforcement actions

against us, including suspension or termination of licenses, approvals, assurances,
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accreditations, permits, registrations, and certificates, orders issued by the relevant regulatory
authorities causing operations to cease, fines and other penalties, and may include corrective
measures requiring capital expenditure or remedial actions. In the event that such enforcement
action is taken, our business operations could be materially and adversely disrupted.

Our businesses and operations require significant capital resources on an ongoing basis and
are subject to uncertainties.

Our businesses and operations are capital intensive. We have been undertaking, and may
undertake in the future, capital intensive projects or businesses as part of our growth strategies,
which could be delayed or otherwise adversely affected by a number of risks and uncertainties,
including, among other things, those relating to market conditions, policies and regulations of
the PRC and other relevant jurisdictions, availability of sufficient funding, disputes with
business partners, technology and equipment suppliers and other contractors, employees, and
local governments and communities, natural disasters, availability of power and other energy
supplies, availability of technical or human resources, adverse changes in the relationships
between China and relevant foreign countries, and war or other significant adverse
developments in international relations.

There is no assurance that each project or business, either ongoing, planned or to be
undertaken, will ultimately be implemented or will generate any profit. Moreover, actual costs
for these projects or businesses may exceed the initial budgets due to factors such as delays,
changes in scope, increases in funding costs due to foreign exchange and interest rate volatility
and increases in raw material, equipment or labor costs. In addition, these projects or
businesses may not be able to achieve the anticipated economic results and commercial
viability due to various factors, including but not limited to adverse changes in market
conditions, low capacity utilization in respect of production and manufacturing facilities, high
construction and production costs and decreased demand for and prices of our products. In
addition, we require significant capital resources to fund our research and development
programs. If any of these projects businesses or programs is not completed as planned, exceeds
our initial budgets or time limits, or fails to achieve the anticipated economic results or
commercial viability, our business, financial condition and results of operations could be
materially and adversely affected.

We currently fund our operations primarily through proceeds generated from operations,
bank loans, the issuance of shares as well as bonds and debt and other borrowings. There is no
assurance that the proceeds generated from our existing operations will be sufficient to fund
our development and expansion. The availability of external funding is subject to various
factors, including governmental approvals, market conditions, credit availability, interest rates
and the performance of the businesses we operate. To the extent that additional financing
proves to be unavailable or unaffordable when needed for a particular investment or
acquisition, we may be compelled to restructure, delay or abandon the transaction and, as a
result, our business, financial condition, results of operations, growth prospects and expansion
plans may be materially and adversely affected.
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We may not be able to implement our strategies and our future plans.

We plan to ramp up our high-performance NdFeB PM production, realizing an annual
production capacity of 23,000 tonnes of high-performance NdFeB PM blanks by 2022 and
40,000 tonnes of high-performance NdFeB PM blanks by 2025. To achieve such targets, we
will upgrade our existing production bases and continue with our current construction plans.
The construction of new production bases is affected by various factors, including the
performance and efficiency of the construction contractors, changes in relevant regulations and
government policies, construction accidents, adverse weather conditions, delays in obtaining
the necessary licenses, permits or approvals from relevant authorities in the PRC and other
unforeseen problems and circumstances, which may adversely affect the schedule, costs and
the success of the construction work. Any delays in the construction schedule, deviation from
our planned specifications, failure to control the costs within budget may affect the time when
our production capacities could be enhanced. In particular, we made a deposit of RMB11.4
million to Ningbo (Jiangbei) High-Tech Industrial Park Management Committee to guarantee
our construction, completion and commercial production of Ningbo Production Base. Refund
of such deposit depends on the achievement of certain milestones. See “Financial Information
— Discussion of Certain Selected Items from The Consolidated Statements of Financial Position
— Prepayments, Other Receivables and Other Assets” for details. In the unlikely circumstances
where we are unable to achieve such milestones, we will not be eligible to apply for a refund

of such deposit, which may adversely affect our financial condition.

We intend to expand our industry chain to cover other businesses through selective
acquisitions of, or strategic investments in, both upstream and downstream industries
domestically and globally. See “Business — Development Strategies — Industry chain
expansion” for details. We may encounter unexpected difficulties, such as unforeseen costs and
delays, in relation to the acquisition. There is no assurance that we will successfully identify
suitable acquisition or investment targets. Other large-scale market players may also compete
with us for the acquisition targets, which imposes difficulties for us entering into acquisition
agreements with counterparties on favorable terms, or at all. In addition, acquisitions of
businesses may lead to material transaction expenses, and we may incur substantial
amortization, depreciation and operating expenses for businesses we acquire, which could
materially and adversely affect our financial condition and results of operations. Additionally,
the integration and management of new businesses could divert management resources which
would otherwise be available for the ongoing development of our business. Further, we may
be exposed to the risk from contingent liabilities in relation to the acquired businesses and we
may not be fully indemnified, or at all, if such contingent liabilities were to incur. As such, we
cannot assure you that we will be able to implement our strategic investment successfully
within the expected timetable or at all, or that we will be able to manage our growth effectively
after the acquisition of businesses. If any of the aforesaid events were to happen, our business,
financial condition, results of operations and prospects could be materially and adversely
affected.
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Our strategies are based on our existing plans in light of the prevailing market conditions
and possible industry developments, and are subject to inherent risks and uncertainties at
different development and expansion stages. The formulation of our strategies is based on
assumptions of future events which include, but are not limited to, no material change in
existing political, geopolitical, legal, fiscal, foreign trade or economic conditions in major
markets where the REPM materials are expected to be applied, no material change in
technology used by the REPM industry, no material change in our business relationships with
our existing customers and suppliers, and no change in regulatory and global trade and duty tax
environment. These assumptions may not be correct, which could affect the commercial
viability of our strategies. In such event, we may need to adjust our strategies in response to
the changing market conditions.

Despite of our efforts, our development plan may not achieve desirable results. We cannot
assure you that our strategies will be implemented in the manners as disclosed in this
prospectus. In any of these events, our business, financial condition, and operating results
could be adversely and materially affected.

We have limited insurance coverage which could expose us to significant costs and business
disruption.

We face various operational risks in connection with our businesses, including production
interruptions caused by operational errors, electricity outages, the failure of equipment and
other risks, operating limitations imposed by environmental or other regulatory requirements,
social, political and labor unrest, environmental or industrial accidents, catastrophic events
such as fires, earthquakes, explosions, floods or other natural disasters.

We may not have adequate or any insurance coverage on the abovementioned operational
risks. We have insurance coverage for our plant, machinery and the inventory. We generally
purchase insurance for each batch of products to be delivered to our customers. We also
maintain product liability insurance. For more details of our insurance, please refer to the
section headed “Business — Insurance”. There can be no assurance that the insurance policies
held by us will be sufficient to cover all risks we encounter in our operations. We maintain
endowment insurance, medical insurance, unemployment insurance, work injury insurance and
maternity insurance for our employees in China pursuant to the relevant PRC laws and

regulations and in line with customary practices in the PRC.

We have established various insurance policies to safeguard against risks and unexpected
events. Certain kinds of losses cannot be insured at all or insured at a commercially reasonable
cost, and our existing insurance policies are subject to liability limits and exclusions. We
cannot assure you that we will be able to successfully claim our losses under our current
insurance policies on a timely basis or our losses incurred can be compensated on a timely
manner. If we incur any loss that is not covered by our insurance policies, the compensated
amount is significantly less than our actual loss or the compensation is significantly delayed
for factors beyond our control, our business, financial condition and results of operations could
be materially and adversely affect. In the event of a successful product liability claim against
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us, we will be liable for damages and may be ordered to suspend or cease production by the
relevant government authorities. This may result in negative publicity and our reputation may
be adversely affected which could lead to a reduction in sales, cancelation of major contracts
or cessation of our business. Any claims by consumers, our employees or the government that
our REPM products could have a material adverse effect on our reputation with existing and
potential customers and on our business, results of operations and financial position.

We may suffer losses from our finished products stored at warehouses designated by
independent third-party customers.

We store some finished products at warehouses designated by certain independent
third-party customers (the “Third-party Warehouses”) upon request. Such customers are
mainly NEV sector participants. They also include several VFAC and energy-saving elevator
manufacturers. Such finished goods are generally stored at Third-party Warehouses at our own
risk. Title and risk are passed to customers once the customers give us written notices in
relation to their taking out of such finished goods from Third-party Warehouses for use. For
more details of our products stored at Third-party Warehouses, please refer to section headed
“Business — Inventory Management”.

During the Track Record Period, we did not encounter material losses of finished goods
stored at Third-party Warehouses. However, we have limited control over the expected
timeframe for the drawdown of the finished products stored at Third-party Warehouses, the
storage conditions of the warehouses and the customers’ actual taking of finished goods and
payment time. Our customers and us do not purchase insurance for the products stored at the
Third-party Warehouses, which is in line with industry practice. In the event of any damage or
deterioration caused by factors beyond our control including inadequate storage management
or catastrophic events such as outbreak of fire or explosion, we may suffer from losses and
such losses may not be compensated in a timely and adequate manner. Our performance and
financial position may thereby be adversely affected.

The failure to maintain or protect our intellectual property rights, trade secrets, and
proprietary technologies and processes could have an adverse effect on our business,
financial condition and results of operations.

Our success depends on our ability to use, develop and protect our technology and
know-how without infringing the intellectual property rights of third parties. We seek to protect
our intellectual property rights, trade secrets and proprietary technology and processes. We
maintain a combination of patent filings for our invention patents in the PRC and utility model
patents. In addition, we maintain trademark registrations and patents in the PRC and may need
to make filings with relevant authorities in order to maintain such trademark registrations and
annual fees to maintain our authorized patents. Any failure to promptly make such filings or
pay such fees may adversely affect our intellectual property rights, which may in turn have an

adverse effect on our business, financial condition and operating results.
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We may be unable to obtain, maintain and protect our intellectual property rights and
proprietary information or prevent third parties from any unauthorized use of our technologies.
Our trade secrets, trademarks, copyrights, patents, and other intellectual property rights are
critical to our success. Litigation may be required to enforce our intellectual property rights,
protect our trade secrets and proprietary technologies or processes, or determine the validity
and scope of proprietary rights of others. Our competitors and other third parties may, whether
rightly or falsely, bring legal claims against us for infringing on their patents, copyrights,
trademarks or other intellectual property rights. Any action we may take to protect our
intellectual property rights could be costly and could absorb a significant amount of our time
and attention. If any of the foregoing occurs, we may be unable to execute our business plan.
There is no guarantee that we can obtain favorable judgment in all legal cases. An adverse
determination in any such litigation or proceedings to which we are a party may subject us to
significant liability to third parties, require us to seek licenses from third parties, pay ongoing
royalties, redesign our products or subject us to injunctions prohibiting the manufacture and
sale of our products or the use of our technologies. Protracted litigation may also result in our
customers or potential customers deferring or limiting their purchase of our products until
resolution of such litigations. The failure to protect our intellectual property rights may have
an adverse effect on our business, financial condition and operating results.

We have also established a code of conduct for our employees. We enter into
confidentiality agreements with our employees and any third parties who may access our
proprietary information, and we rigorously control access to our proprietary technology and
information. Our management above the supervisory level, core positions or core personnel in
the technical and business departments have signed confidentiality agreements at the time of
joining us, which are subsequently supplemented by non-compete agreements and post-
employment non-competition agreements. Despite rigorous measures we take to protect our
core technology, our intellectual property or core technology may be infringed or leaked for
reasons that we have little or no control. Confidentiality agreements may be breached by
counterparties, and there may not be adequate remedies available to us for these breaches.
Accordingly, we may not be able to effectively protect our intellectual property rights or to
enforce our contractual rights in China or elsewhere. In addition, policing any unauthorized use
of our intellectual property is difficult, time-consuming and costly and the steps we have taken
may be inadequate to prevent the misappropriation of our intellectual property. In the event that
we resort to litigation to enforce our intellectual property rights, this litigation could result in
substantial costs and a diversion of our managerial and financial resources. There can be no
assurance that we will prevail in any litigation. In addition, our trade secrets may be leaked or
otherwise become available to, or be independently discovered by, our competitors. As a result,
we may lose our competitive advantages derived from such intellectual property. Significant
impairments on our intellectual property rights may result in a material and adverse effect on
our business, financial condition and results of operations.
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We are subject to litigation risks.

In the ordinary course of business, claims involving customers and suppliers may be
brought against us in connection with our contracts. Claims may be brought against us for back
charges for alleged defective or incomplete work, liabilities for defective products, personal
injuries and deaths, damage to or destruction of property, breaches of warranty, delayed
payments to our suppliers, late completion or other contractual disputes. The claims and back
charges may involve actual damages and contractually agreed upon liquidated sums.

We have entered into confidentiality agreements with our customers and we have adopted
rigorous measures and internal guidelines for the protection of the confidential information of
our customers. Nevertheless, the efforts that we take to protect our customers’ information may
not always be sufficient or effective. Any improper handling or leakage of our customers’
information as a result of any misconduct by our employees or external factors, such as
unauthorized access to our database or cyberattacks, could harm our business reputation and
our customers’ confidence in us. Such failures to properly protect our customers’ confidential
information may constitute a breach of law and subject us to litigations.

We may face claims or disputes from third parties alleging ownership of certain
intellectual property rights, trade secrets, and proprietary technologies and processes. As we
continue to expand our international markets and gain greater market share in the global REPM
industry, we face a higher risk of being the subject of claims for intellectual property
infringement, invalidity or indemnification. Many of our current and potential competitors
have made, and will continue to make, substantial investment in developing competing
technologies, and have or may obtain patents that may prevent, limit or interfere with our
ability to make, use or sell our existing or future products in China or overseas. Any of these
factors could prevent or restrict us from pursuing some or all of our business and result in our
existing or potential customers deferring or limiting their purchase or use of our products,
which could adversely affect our financial condition and operating results. We cannot assure
that our measures taken will be sufficient to protect our intellectual property rights, trade
secrets, and proprietary technologies and processes. The validity and scope of any potential
claims relating to our production technology and know-how involve complex scientific, legal
and factual questions and analysis and, therefore, may be highly uncertain. If we lose any of
such intellectual property rights, trade secrets and proprietary technologies and processes, we
may lose our competitive advantage and may be prevented from marketing or licensing our
intellectual properties to others. During the Track Record Period and up to the Latest
Practicable Date, we did not infringe and were not alleged to infringe any intellectual property
rights owned by third parties.
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If we are found liable on any of the claims, we would have to incur a charge against our
current earnings to the extent that a reserve had not been established for the matter in our
accounts, or to the extent the claims were not sufficiently covered by our insurance coverage.
Claims brought by us against our customers may include claims for additional costs incurred
in excess of current contract provisions arising out of delays and changes in the initial scope
of work. Both claims brought against us and by us, if not resolved through negotiation, are
often subject to lengthy and expensive litigation or arbitration proceedings. Amounts
ultimately realized from our customers or other claims by us could differ materially from the
balances included in our financial statements, resulting in a charge against earnings to the
extent profit has already been accrued on a project or other contract. Charges associated with
claims brought against us and write-downs associated with claims brought by us could have a
material adverse impact on our businesses, financial condition, results of operations and cash
flow. Moreover, legal proceedings resulting in judgments or findings against us may harm our
reputation and damage our prospects to secure contracts in the future.

The outbreak of the COVID-19 may cause damage to the China’s and global economy and
as a result may adversely affect our business, results of operations and financial
performance.

The occurrence of a disaster or a prolonged outbreak of an epidemic illness or other
adverse public health developments in China or elsewhere in the world could materially disrupt
our business and operations. These events could also significantly impact our industry and
cause a temporary closure of the facilities we use for our operations, which would severely
disrupt our operations and have a material adverse effect on our business, financial condition
and results of operations.

COVID-19 is a highly contagious disease that emerges and spreads globally. The PRC
government announced certain measures including travel restrictions in certain major cities in
the PRC in an effort to contain the outbreak of the COVID-19. We cannot assure you that we
will successfully maintain our business operations and growth in face of each of such
unfavorable events in the future and that such pandemic will not cause us to incur additional

expenses in cleaning and sanitation as part of infection control or prevention.

If the outbreak of the COVID-19 continues, it may affect the sales of our products, our
financial performance and our expansion plan, either domestically and globally. Even though
none of our employee was infected since the outbreak of COVID-19, such outbreak may
disrupt our Group’s ability to adequately staff our business and may generally disrupt our
Group’s operations. As of the Latest Practicable Date, our Group has resumed work and none
of our employees has been laid off due to the outbreak of the COVID-19. However, our
operations could be disrupted if any of our employees or employees of our business partners
were suspected of contracting an epidemic disease, since this could require us or our business
partners to quarantine some or all of these employees or disinfect the facilities used for our
operations. Since late July 2021, there had been a resurgence of the COVID-19 in several
provinces in China. We cannot predict whether the resurgence of the outbreak will deteriorate
or whether the outbreak will continue to recur from time to time.
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In addition, our revenue and profitability could be materially reduced to the extent that
a natural disaster, health epidemic or other outbreak harms the global or PRC economy in
general. Our operations could also be severely disrupted if our suppliers or customers were
affected by natural disasters, health epidemics or other outbreaks.

Failure in our information technology systems could adversely affect our operations.

The satisfactory performance, reliability and availability of our information technology
systems is critical to business operations. Any failure in our IT systems due to faulty interaction
with systems of other industry players, viruses, unauthorized access, wear and tear, failures on
the part of internet service providers or other vendors or other factors could have adverse
impact on our results of operations. Our information technology system is also subject to
hacking or other cyberattacks. We cannot assure you that our current security mechanisms can
successfully block and prevent all hackings or other cyberattacks. As a result, failure to meet
our customers’ demand or to protect against technological disruptions of our operations or
operations of our customers could materially and adversely affect our business, financial
condition and results of operations.

Any power outage, mechanical failure, disruption in utility supply, fire outbreak or other
calamities at or near our production plants may affect our business operations.

We rely on our production machinery and equipment to achieve mass production of our
products. Any mechanical failure or breakdown may materially disrupt our production and
cause us to incur additional costs to repair or replace the affected mechanical system. We
cannot assure you that our production machinery and equipment will be foolproof, or that we
will be able to address any such problems or obtain replacements in a timely manner. Problems
with key production machinery and equipment at one or more of our production plants may
affect our ability to produce our products or cause us to incur significant expense to repair or
replace the affected production machinery or equipment. Any of these may have a material
adverse effect on our business, results of operations and financial condition. The operation of
our production facilities depends on stable and continuous supply of utilities such as electricity.
Any disruption to the supply of electricity at our production facilities may disrupt our
production, or cause deterioration or loss of our inventories or products. This could adversely
affect our ability to fulfill our sales orders and consequently may have a material adverse effect
on our business, operation results, financial results and our reputation. As a result of the
shortage of coal supply combined with high electricity demand from manufacturers, China has
experienced widespread power outages since September 2021. The PRC government has
imposed power curbs, including imposing power restrictions on factories in more than 20
provinces, including Jiangxi Province, in China to deal with an imbalance in energy supply and
demand. As a result, a broad range of manufacturing sectors have been affected by the power
cuts. We cannot predict whether the power outage will deteriorate or whether the PRC
government will continue to impose power restrictions on factories across China, and whether
our suppliers and customers will be materially and adversely affected by the power outage or
power restrictions imposed by the PRC government. If the power outage deteriorates or the
PRC government continues to impose power restriction, our business, operation results and
financial results may be materially and adversely affected.
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Furthermore, we are subject to operational risks, such as interruption by fire, earthquake,
floods, hardware and software failure, computer viruses, equipment obsolescence, explosion
caused by mechanical malfunction or failure of our employees to comply with operation
specifications, labor disputes, industrial accidents and other events beyond our control which
may adversely affect our production. We cannot assure you that the safety measures we take
would be sufficient to prevent any outbreak of fire, damage or losses to our assets in the future.
In the event of any unanticipated or prolonged interruption of our production facilities, we may
suffer significant loss and our business, results of operations and financial position may be
materially and adversely affected.

Our workers are subject to risks of serious injury caused by the use of machinery, production
equipment and tools and other production-related risks.

We use machinery and equipment such as boilers, mixers, molding equipment, coolers
and packaging equipment, which are potentially dangerous in our operations. Any significant
accident caused by the use of such equipment or machinery or malfunctions of such equipment
or machinery or other reason could interrupt our operations and result in legal and regulatory
liabilities. Despite our efforts to protect our employees’ health through executing safety
measures, we cannot rule out such risks caused by factors beyond our control. We may also be
subject to business interruptions caused by equipment shutdowns for government investigation
or implementation or imposition of safety measures as a result of the accident. In addition,
there is no guarantee that the insurance we maintain related to accidents resulting from the use
of such equipment or machinery is sufficient to offset losses arising from claims related to such
accidents. In such event, our business, results of operations and financial position may be
adversely affected.

We are subject to stringent environmental laws and regulations and may incur substantial
costs in complying with such laws and regulations and resolving relevant risks.

Our production generates sewage and other industrial waste at different stages of the
production process. As a result, our operations are subject to various environmental laws and
regulations and administrative adjudications. The environmental laws and regulations impose
stringent standards on our handling and disposal of waste and emission of sewage. If we fail
to comply with any of the regulations or to satisfy any of the conditions required for the
maintenance of our licenses and certificates, such licenses and certificates could be temporarily
suspended, revoked, or rejected upon renewal or delayed for renewal upon expiry of their
original terms. This could materially and adversely affect our business, financial condition and
results of operations.

Given the magnitude, complexity and continuous amendments to these laws and
regulations, compliance therewith may be onerous and may cost substantial financial and other
resources to establish efficient compliance and monitoring systems. The liabilities, costs,
obligations and requirements associated with these laws and regulations may therefore be
substantial and may delay the commencement of, or cause interruptions to, our operations.
Non-compliance with the laws and regulations applicable to our operations may even result in
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substantial penalties or fines, suspension or revocation of our relevant licenses, termination of
government contracts or suspension of their operations. Such events could impact on our
results of operations, financial condition and reputation, all of which could adversely affect our
ability to stay profitable and attract new customers.

In addition, the environmental, chemical manufacturing, health and safety laws and
regulations, administrative adjudications and court decisions in China and other jurisdictions
which we are subject to continue to evolve, which may lead to stricter standards and
enforcement trends, increased fines and penalties for non-compliance and remedial measures,
as well as increased liability exposure for us and our officers, directors and employees. Any
changes or amendments to such laws or regulations may cause us to incur additional capital
expenditures, costs that may not be able to be passed on to our customers, or other obligations
or liabilities, which could decrease our capital and our ability to pursue developments in other
areas.

Shutdown of our operations to curtail pollution may also be ordered by authorities and
such actions will result in unexpected business interruptions or suspension of our operations at
our production facilities and may lead to significant financial and reputational loss if we cannot
find suitable alternatives to fulfill orders in time. It could result in material and adverse impact
on our business, financial condition and results of operations.

There can be no assurance that we will be able to comply with the relevant environmental
laws or able to maintain or renew our existing licenses and certificates or obtain future licenses
and certificates required for our continued operations on a timely basis or at all. In the event
that we fail to comply with applicable laws and regulations or fail to maintain, renew or obtain
the necessary licenses or certificates, our qualification to conduct our various businesses may
be adversely affected, which may adversely affect our business, financial condition and results
of operations.

The timing of our payment to suppliers may not match our receipt from customers.

To remain competitive in the market, we need to retain adequate level of working capital
to guarantee smooth business operation and support the growth of our business. Most of our
purchase orders require us to commit a certain amount of cash and/or other resources, such as
raw materials, packaging materials and inventories, prior to receiving any payments from our
customers.

We generally grant credit periods ranging from 30 to 90 days to our customers and are
therefore subject to credit risks of our customers. Our liquidity depends on our customers
making prompt payments to us. For more details of the trade receivables, please refer to the
section headed “Financial Information — Discussion of Certain Selected Items from the
Consolidated Statements of Financial Position — Trade Receivables” in this prospectus. During
the Track Record Period, we recorded trade receivables of RMB369.9 million, RMB704.8
million, RMB743.1 million, and RMB1,166.1 million as of December 31, 2018, 2019 and 2020
and June 30, 2021, respectively. Our average trade receivable turnover days as of December 31,
2018, 2019 and 2020 and six months ended June 30, 2021 were 103 days, 120 days, 115 days
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and 98 days, respectively. If our customers delay or default in their payments to us, we may
have to make impairment provisions and write-off the relevant receivables and hence our
liquidity may be adversely affected. This may in turn materially and adversely affect our
business, financial condition and results of operation.

The credit period offered by suppliers to us is generally shorter than the credit period
offered to customers by us ranging from 5 to 75 days. As of December 31, 2018, 2019 and 2020
and June 30, 2021, our trade payables amounted to approximately RMB236.0 million,
RMB241.6 million, RMB363.6 million and RMB510.7 million, respectively. Our average trade
and notes payable turnover days for the years ended December 31, 2018, 2019 and 2020 and
six months ended June 30, 2021 were 95, 104, 108 and 87 days, respectively. With our revenue
continuously growing, the mismatch between trade receivables turnover days and trade and
notes payable turnover days would raise our liquidity risk. The gap between trade receivables
turnover days and trade and notes payable turnover days can result in high gearing ratio when
we rely on bank borrowings to ease the pressure of our cash flow. Moreover, any default or
delay in payment by our customers or our failure to collect trade receivables from them may
broaden our cash flow mismatch, which may result in significant cash flow shortcomings in the
future and adversely affect our cash position and results of operations. Even where we are able
to recover any losses incurred, the process of such recovery is usually time-consuming and
requires financial and other resources to settle the disputes. Furthermore, there can be no
assurance that any outcome will be in our favor or that any dispute will be resolved in a timely
manner. Failure to secure adequate payments in time or to manage bad debt effectively could
have a material adverse effect on our business, financial position, results of operations and
prospects.

We are subject to credit risk from our customers, and our inability to collect on our trade
receivables and note receivables measured at amortized cost from our customers may
materially and adversely affect our cash flows and operations.

As we sell our products to the customers, we record trade receivables and note receivables
measured at amortized cost. We recorded trade receivables of RMB369.9 million, RMB704.8
million, RMB743.1 million, and RMB1,166.1 million as of December 31, 2018, 2019 and 2020
and June 30, 2021, respectively. In addition, we recorded note receivables measured at
amortized cost of RMB123.1 million, RMB57.0 million, RMB118.6 million, and RMB156.8
million as of December 31, 2018, 2019 and 2020 and June 30, 2021, respectively.

Our customers may fail to settle trade receivables and note receivables measured at
amortized cost in a timely manner, or at all, and we may not properly assess and respond in
a timely manner to changes in their credit profiles and financial condition. As of December 31,
2018, 2019 and 2020 and June 30, 2021, we incurred impairment of trade receivables of
RMB5.1 million, RMB13.0 million, RMB19.2 million and RMB18.1 million, respectively. In
addition, as of December 31, 2018, 2019 and 2020 and June 30, 2021, we incurred impairment
of note receivables measured at amortized cost of RMBO0.5 million, RMBO0.2 million, RMB1.2
million and RMB1.6 million, respectively.
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Adverse changes in our customers’ financial condition may negatively affect the time to
collect associated trade receivables and note receivables measured at amortized cost or reduce
the likelihood of ultimate collection, which would in turn materially and adversely affect our
business, financial condition and results of operations. As we grow our business, the amount
of trade receivables and note receivables measured at amortized cost we record may increase,
which may negatively impact our cash flow.

If we fail to fulfill our obligations in respect of contract liabilities, we could be exposed to
legal liability, loss of reputation, reduced revenue, or liquidity challenges.

During the Track Record Period, our contract liabilities represented the obligations to
transfer goods to customers for which we have received short-term advances. Such contract
liabilities are reduced when we perform such obligations to customers. For details, see
“Financial Information — Discussion on Certain Selected Items from the Consolidated
Statements of Financial Position — Contract Liabilities”.

As of December 31, 2018, 2019 and 2020 and June 30, 2021, we had contract liabilities
of approximately RMB13.6 million, RMB5.6 million, RMB18.0 million and RMB19.8 million,
respectively. If we fail to honor our obligations in respect of our contract liabilities, customers
may exercise their rights to terminate a contract, exposing us to legal liability, damage to our

reputation, reduced revenue or liquidity challenges.

Our notes receivables at fair value through other comprehensive income are subject to
uncertainties in accounting estimates, and fair value changes of our notes receivables at fair
value through other comprehensive income would affect our financial performance.

We recorded notes receivables at fair value through other comprehensive income
(“FVOCTI”) of RMBI101.7 million, RMB116.3 million, RMB127.2 million and RMB25.9
million as of December 31, 2018, 2019, 2020 and June 30, 2021, respectively. Our notes
receivables at FVOCI represent our receivables from bank acceptance notes. See “Financial
Information — Discussion of Certain Selected Items from the Consolidated Statements of
Financial Position — Notes Receivables” for more details.

We use unobservable inputs, such as expected volatility, discount for lack of
marketability, expected rate of return and discount rate, in valuing notes receivables at fair
value through other comprehensive income. Using such unobservable inputs requires judgment
and assumptions that are inherently uncertain. Factors beyond our control can influence and
cause adverse changes to the estimates we use and thereby affect the fair value of such assets.
These factors include, but not limited to, general economic condition, changes in market
interest rates and stability of the capital markets. Any of these factors, as well as others, could
cause our estimates to vary from actual results, which could adversely affect our financial
performance and financial position.
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The changes in fair value of our notes receivables at FVOCI are reflected in our other
comprehensive income. Such financial assets are measured at fair value and the changes of fair
value are recorded in our consolidated statements of other comprehensive income, therefore
directly affecting our financial performance. There is no assurance that we will not incur any
fair value losses in the future. If we incur significant fair value losses on the notes receivables,
our financial performance and financial position may be adversely affected.

Our investment in wealth management products may adversely affect our financial
performance and financial position.

During the Track Record Period, we purchased wealth management products as a
supplemental mean to improve the utilization of our cash on hand on a short-term basis. Such
wealth management products were generally redeemable at any time. For the years ended
December 31, 2018, 2019 and 2020 and six months ended June 30 2021, we recorded gains on
wealth management products of nil, RMBO0.6 million, RMBS5.7 million and RMB4.6 million,
respectively. Based on the interim condensed consolidated financial information for the nine
months ended September 30, 2021 of the Group reviewed by the Reporting Accountant as set
out in Appendix TA of this prospectus, we recorded cash outflows of RMB333.0 million for
purchases of wealth management products and cash inflows of RMB342.2 million as proceeds
from sale of wealth management products. We intend to purchase low-risk wealth management
products with good liquidity for treasury management purpose in the future. There is no
assurance that we will not record a loss from wealth management products. As a result, our
financial performance and financial position may be adversely affected.

We typically redeemed our investments in wealth management products upon their
maturities before the end of each reporting period and thus did not record any material asset
for such as of December 31, 2018, 2019 and 2020 and June 30, 2021, respectively. Going
forward, if we record wealth management products at the end of a reporting period, we will
need to measure our financial assets at fair value through profit or loss using unobservable
inputs, which are expected rate of return rate and discount rate. Changes in any of the
unobservable inputs could result in changes of the fair value of our equity investment. For
example, the banks that issued wealth management products may not perform their contractual
obligations. Furthermore, factors beyond our control can influence and cause adverse changes
to the estimates we use and thereby affect the fair value of wealth management products. These
factors include, but not limited to, general economic condition, changes in market foreign
exchange rates. Any of these factors, as well as others, could cause our estimates to vary from
actual results, which could adversely affect our financial performance and financial position.

Advance payment for engineering equipment may be subject to impairment.

Advance payment for engineering equipment primarily represented prepayments for
equipment specific tailored for our plants and production process. As of December 31, 2018,
2019 and 2020 and June 30, 2021, our advance payment for engineering equipment was
RMB44.5 million, RMB56.1 million, RMB87.0 million and RMB120.4 million, respectively,
among which nil, nil, RMB&.3 million and RMB8.3 million had aging over three years. Certain
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factors, including industry and macroeconomic conditions, might negatively impact financial
condition of engineering equipment suppliers, which in turn subject advance payment for
engineering equipment to impairment. As a result, our business, financial condition and results
of operations may be adversely affected.

The discontinuation of the preferential tax treatment currently available to us in the PRC or
other unfavorable changes in tax law could result in additional tax obligations and expenses.

According to the Notice on the Implementation of Tax Policies for Western Development
in Ganzhou (Cai Shui [2013] No. 4) ( KBRS AT PY BB BUSECR R AR (7
Fi[2013]14%%)), from January 1, 2012 to December 31, 2020, and Announcement on Renewing
the Enterprise Income Tax Policy for Western Development (Announcement of MOF, SAT,
NDRC [2020] No. 23) ( Bl 45 PE 5K B 35 A S SBLECR I A 1) CHEE ~ BB
B0 % % U 2N 520205523 5%)), effective from January 1, 2021 to December 31, 2030,
enterprises and foreign-invested enterprises located in Ganzhou in the encouraged industries
are entitled to a reduced corporate income tax rate of 15%. We enjoyed the reduced corporate
income tax rate of 15% during the Track Record Period, and the amount of tax benefits enjoyed
were RMB16.1 million, RMB19.1 million, and RMB29.6 million in 2018, 2019 and 2020,
respectively, which accounted for 10.9%, 12.1%, and 12.2% of the our net profit attributable
to owners of the parent in the consolidated statement in 2018, 2019 and 2020, respectively. We
were also entitled to export tax rebates regarding our exports of REPMs. We enjoyed an export
tax rebate rate of 13% during the Track Record Period, and the amount of tax benefits enjoyed
were RMB10.0 million, RMB31.5 million, and RMB18.5 million in 2018, 2019 and 2020,
respectively. Our business and financial performance could be adversely affected by
unfavorable changes in or interpretation of existing, or promulgation of new tax laws or
regulations applicable to our business, which could result in additional tax obligations and
expenses.

The loss of or a reduction in government grants could reduce our profits.

In addition, we recognized government grants of approximately RMB46.4 million,
RMB9.8 million and RMB17.1 million for the years ended December 31, 2018, 2019 and 2020,
respectively, and RMB&.3 million for the six months ended June 30, 2021. The government
grants decreased from 2018 to 2019 because we were rewarded RMB17.9 million for “refined
processing and application of rare earth tungsten” and RMB21.0 million for our listing on
SZSE in 2018 while there were no such policies or rewards granted to us in 2019. The amounts
of and conditions attached to such government grants were determined at the sole discretion of
the relevant PRC authorities. We cannot assure you that we will continue to receive such
government grants at the same level or at all or secure new grants. Even if we continue to be
eligible to receive such government grants, we cannot guarantee that any conditions attached
to the grants will be as favorable to us as they have historically been or the government grants
would be awarded to us on a timely manner. Any unfavorable changes in government grant
policy or reduction or discontinuation of these government grants could adversely affect our
financial condition and results of operations.
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Share-based payments may cause shareholding dilution to our existing Shareholders and
have a material and adverse effect on our financial performance.

We operate a share incentive plan for the purpose of providing incentives and rewards to
eligible grantees who contribute to the success of our operations. Our employees (including
directors) receive remuneration in the form of share-based payments, whereby employees
render services as consideration for equity instruments. We have granted to our employees
certain Type I and Type II restricted shares. Upon satisfaction of certain conditions, our
employees shall be entitled to receive newly issued A Shares of the Company or subscribe for
new shares under the share incentive plan. See note 37 of the Accountant Report set out in
Appendix I to this prospectus for further details. For the years ended December 31, 2018, 2019
and 2020 and the six months ended June 30, 2021, we incurred equity-settled share award
expenses for our Directors and employees of nil, nil, RMB37.5 million and RMB45.5 million,
respectively. To further incentivize our Directors and employees to contribute to us, we may
grant additional share-based compensation in the future. Issuance of additional Shares with
respect to such share-based payment may dilute the shareholding percentage of our existing
Shareholders. Expenses incurred with respect to such share-based payment may also increase
our operating expenses and therefore have a material and adverse effect on our financial
conditions.

We are subject to risks beyond our control relating to acts of terrorism, wars and other
disasters in the PRC and globally.

Natural disasters, epidemics, acts of terrorism, wars or other factors beyond our control
may adversely affect the economy, infrastructure and livelihood of the people in markets where
we have, or plan to have, business operations. Some of these markets are situated in geographic
regions of the PRC that are affected by or susceptible to the threat of floods, earthquakes,
sandstorms, snowstorms, fires or droughts, power shortages or failures, as well as potential
wars, terrorist attacks or epidemics such as the COVID-19, Ebola, and severe acute respiratory
syndrome (SARS). Serious natural disasters may result in a tremendous loss of lives, injuries
and the destruction of assets, as well as disruptions to our business operations. Severe
communicable disease outbreaks could result in widespread health crises that materially and
adversely affect economic systems and financial markets. Acts of terrorism or wars may also
injure our employees, cause loss of life, disrupt our business operations and adversely affect
the financial well-being of our customers.

Any of these and other factors beyond our control may create uncertainties within the
overall business environment in the PRC and globally, thereby causing our domestic and
overseas business operations to suffer in ways that we cannot predict and may materially and
adversely impact our business, results of operations and financial position.
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Work stoppage and other labor related issues may have an adverse effect on our businesses.

We believe that we have a good working relationship with our employees and have not
experienced any material work stoppages, strikes or other major labor problems during the
Track Record Period. However, there is no assurance that any of such events will not arise in
the future. If our employees were to engage in a strike or other work stoppage, we could
experience significant disruption to our operations and/or incur higher on-going labor costs,
which may have an adverse effect on our businesses and results of operations.

In addition, labor costs in regions where we operate have been increasing in recent years
and could potentially continue to increase. If labor costs in these regions continue to increase,
our production costs will increase. We may not be able to pass on these increased costs to
customers by increasing the selling prices of our products in light of competitive pressure in
the markets where we operate. In such circumstances, our profit margin may decrease, which
could have an adverse effect on our results of operations.

Our non-compliance with certain laws and regulations regarding social insurance and
housing provident funds in the PRC could lead to the imposition of fines and penalties on
us.

According to the Social Insurance Law of the PRC ({1 A\ [ ILFNE 4+ & £ Bz %) and the
Administrative Regulations on the Housing Provident Fund of the PRC ({5 /A% 4 % H 5 41]),
we are required to make social insurance and housing provident fund contributions for the
benefit of our employees. However, during the Track Record Period, certain PRC operating
entities in our Group did not make full contribution to the social insurance and housing
provident funds for our employees. For the years ended December 31, 2018, 2019 and 2020 and
the six months ended June 30, 2021, the outstanding amount of social insurance and housing
provident funds was RMBO0.4 million, RMB1.7 million, RMB4.6 million and RMB4.4 million,
respectively, which was lower than 0.5% of our revenue for each period of the Track Record
Period, respectively. For more details of our non-compliance with contributions of social
insurance premium and housing provident funds, see “Business — Legal Proceedings and

Compliance” in this prospectus.

We have obtained written confirmations from the competent authorities in Ganzhou in
July 2021, which stated that (i) our operating entities in Ganzhou had made adequate social
insurance contributions and housing provident funds payments in accordance with local
standards for our employees during the Track Record Period and up to the date of these
confirmations; and (ii) we were not and would not be required to pay for any outstanding social
insurance contributions, housing provident fund payment obligations or overdue charges, or be
subject to any penalty in relation to our historical social insurance contribution and housing
provident funds payment for our employees. We have also obtained written confirmations from
the competent authorities in Ningbo and Baotou in July 2021, which stated that our operating
entities in Ningbo and Baotou had made social insurance contributions and housing provident
fund payments for our employees and were not subject to any penalty during the Track Record
Period and up to the respective dates of these confirmations.
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However, there is no assurance that non-compliance of our entities in Ganzhou, Ningbo
and Baotou with national laws in relation to social insurance and housing provident fund will
not result in fines and administrative penalties, which may have a material adverse impact on
our business operation. In addition, there is no assurance that our future practice with respect
to the contribution of social insurance plans will be deemed in full compliance with relevant
PRC laws and regulations. Furthermore, on July 20, 2018, the General Office of the Communist
Party of China and the General Office of the State Council of the PRC issued the Reform Plan
of the State Tax and Local Tax Collection Administration System ( <2 F S il ol oy
%) ) (the “Reform Plan”). Pursuant to the Reform Plan, starting from January 1, 2019, tax
authorities shall be responsible for the collection of social insurance contributions in the PRC.
However, no specific implementing rules for the Reform Plan have been issued, and the effect
of the Reform Plan is uncertain at the current stage. We cannot guarantee that the amount of
contributions of social insurance premium and housing provident funds we would be required
to pay will not increase. In the event of any regulatory actions, we may be required to pay any
shortfall in social insurance contributions within a prescribed time period and to pay penalties
and be subject to other legal or administrative sanctions, if we fail to do so, which may have

a material adverse impact on our business operation, financial position and reputation.
We face risks associated with our international sales and operations.

As of the latest practicable date, we operate overseas subsidiaries in Hong Kong, Europe,
Japan and USA under different legal frameworks and government policies. In addition, our
business could be impacted by international economic and financial sanctions. Therefore, our
business, financial condition and results of operations are subject to risks and uncertainties
relating to the relevant countries in which we operate or have investments, including but not
limited to:

. exposure to risks associated with changes in international, regional and local
economic, trade, financial conditions;

. exposure to risks associated with changes in political, geopolitical and regulatory

policies;

. exposure to different legal standards and limitation on ability to enforce contracts in

some jurisdictions;
. control of foreign exchange and fluctuations in foreign exchange rate;

. developments in labor law and increase in staff cost;

. failure to negotiate the collective labor agreements on satisfactory terms with trade
unions;
. restrictions or requirements relating to foreign investments;
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. limitations on repatriation of earnings, including withholding and other taxes on

remittances and other payments by subsidiaries;

. compliance with the requirements of applicable sanctions, anti-bribery and related

laws and regulations;

. exposure to risk of government enforcement actions, civil or criminal penalties, loss
of business, or other adverse effects as a result of failure to comply with, or

becoming targeted by, sanctions;

. exposure to tax duty and import restrictions in countries we operate in;

. U.S. application of tax duty on imported PM materials;

. various foreign trade regulation measures, including anti-dumping, anti-subsidy and
other related restrictive measures imposed on us;

o encumbrances on our foreign assets;

. failure to protect our reputation from negative publicity against us; and

. limitation on ability of non-nationals to reside and work in such countries.

In September 2021, U.S. Department of Commerce announced that it has initiated the
Section 232 investigation (the “232 Investigation”) to determine the effects on U.S. national
security from imports of NdFeB PMs. U.S. Department of Commerce is inviting interested
parties to submit written comments, data, analyses, or other pertinent information to the
investigation no later than November 12, 2021.

Section 232 of the Trade Expansion Act of 1962 (19 U.S.C. §1862, as amended) allows
any department, agency head, or any ‘“interested party” to request that U.S. Department of
Commerce investigate to ascertain the effect of specific imports on U.S. national security.
Commerce may self-initiate an investigation. Once a Section 232 investigation is requested in
writing, U.S. Department of Commerce must “immediately initiate an appropriate investigation
to determine the effects on the national security” of the subject imports. After consulting with
the Secretary of U.S. Department of Defense, other “appropriate officers of the United States”,
and the public, if appropriate, U.S. Department of Commerce has 270 days from the initiation
date to prepare a report advising the president of U.S. on whether the targeted product is being
imported “in certain quantities or under such circumstances” to impair U.S. national security,
and to provide recommendations based on the findings.
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As of the Latest Practicable Date, the 232 Investigation was still ongoing. There is no
guarantee that whether U.S. Department of Commerce may determine imports of NdFeB PMs
could affect U.S. national security. Negative findings of the 232 Investigation may lead U.S.
government to impose additional tariffs or restrictions on the imports of NdFeB PMs, which
may in turn have an adverse impact on our future business plans and business operations.

RISK RELATING TO CONDUCTING BUSINESS IN THE PRC

Changes in the PRC’s economic, political and social conditions as well as governmental
policies could affect our business, financial condition and results of operations.

The Chinese economy differs from the economies of most developed countries in many
respects, including the structure of the economy, level of government involvement, level of
development, growth rate, control of capital investment, control of foreign exchange and
allocation of resources. The Chinese economy has been undergoing transformation. For the
past four decades, the PRC government has implemented economic reform measures to
emphasize the utilization of market forces in economic development. Economic reform
measures, however, may be adjusted, modified or applied inconsistently from industry to
industry or across different regions of the country. As a result, we may not continue to benefit
from all, or any, of these measures. In addition, we cannot predict whether changes in China’s
political, economic and social conditions, laws, regulations and policies will have any adverse
effect on our current or future business, financial condition and results of operations.

China has been one of the world’s fastest growing economies as measured by GDP in
recent years. However, China has also displayed signs of a slowdown as evidenced by a
decrease in the growth rate of its GDP in recent years. In 2020, China’s economic growth rate
slowed to 2.3%, negatively affected by the national lockdown during COVID-19 pandemic,
compared to the growth rate of GDP of 6.1% in 2019. Despite that China’s economy recorded
its best ever GDP growth in post-Covid bounce-back, there is no assurance that China’s
economy has completely shaken off the drag caused by coronavirus and will continue its robust
growth. Our businesses, financial conditions and results of operations could be adversely
affected by the PRC government’s inability to effect timely economic reforms.

Our labor costs may increase for various reasons including the implementation of the PRC
Labor Contract Law or inflation in the PRC.

The PRC Labor Contract Law ( {H%#E A\ RILFNE 25 8) & [F]7%) ) was issued on June 29,
2007 and became effective on January 1, 2008 in the PRC and was amended on December 28,
2012 and became effective on July 1, 2013. It imposes stringent requirements on employers in
relation to entry into fixed-term employment contracts and dismissal of employees. For
example, pursuant to the PRC Labor Contract Law, an employer is required to make a
compensation payment to a fixed-term contract employee when the term of their employment
contract expires, unless the employee does not agree to renew the contract even though the
conditions offered by the employer for renewal are the same or better than those stipulated in
the current employment contract. In general, the amount of compensation payment is equal to
the monthly wage of the employee multiplied by the number of full years that the employee has
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worked for the employer. A minimum wage requirement has also been incorporated into the
PRC Labor Contract Law. In addition, under some circumstances, unless objected to by the
employees themselves, the employer is required to enter into open-ended employment
contracts with employees. Furthermore, an employer is deemed to have concluded an
open-ended employment contract with an employee who has worked for the employer for more
than one year without concluding a written employment contract.

In addition, under the Regulations on Paid Annual Leave for Employees ( <k T3 #i4F
RABAEAS]) ), which was issued on December 14, 2007 and became effective on January 1,
2008, employees who have worked continuously for more than one year are entitled to paid
annual leave ranging from 5 to 15 days, depending on the length of the employees’ service.
Employees who consent to waive such vacation at the request of employers shall be paid an
amount equal to three times their normal daily salaries for each vacation day being waived.
Under the National Leisure and Tourism Outline 2013-2020 ( < B ik 2% K 4 2
2013-2020) ) which became effective on February 2, 2013, all workers may receive paid
annual leave by 2020.

As a result of the PRC Labor Contract Law, the Regulations on Paid Annual Leave for
Employees and the National Leisure and Tourism Outline 2013-2020, our labor costs
(inclusive of those incurred by contractors) may increase. Further, under the PRC Labor
Contract Law, when an employer terminates its PRC employees’ employment, the employer
may be required to compensate them for such amount which is determined based on their
length of service with the employer, and the employer may not be able to efficiently terminate
open-ended employment contracts under the PRC Labor Contract Law without cause. In the
event we decide to significantly change or decrease our workforce, the PRC Labor Contract
Law could adversely affect our ability to effect these changes in a cost-effective manner or in
the manner that we desire, which could result in an adverse impact on our businesses, financial

condition and results of operations.

Further, if there is a shortage of labor or for any reason the labor cost in the PRC rises
significantly, our production costs are likely to increase. This may in turn affect the selling
prices of products, which may then affect the demand of such products and thereby adversely
affect our sales and financial condition. Increase in costs of other components required for
production of the products may cause similar adverse effects, particularly if we are unable to
identify and employ other appropriate means to reduce the costs of production. In such
circumstances, the profit margin may decrease and the financial results may be adversely
affected.

In addition, inflation in the PRC has increased in recent years. According to the National
Bureau of Statistics of the PRC, the annual growth rate of consumer price inflation in the PRC
was 1.47%, 1.74% and 5.38% in 2018, 2019 and 2020, respectively. Inflation in the PRC
increases the costs of labor and other costs for production. Rising labor costs may increase our
operating costs and partially erode the cost advantage of our operations and therefore
negatively impact our profitability.
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The PRC legal system is continuously evolving and has uncertainties, and the legal
protections available to the investors in our H Shares may be limited.

As we are incorporated under PRC laws and most of our businesses are conducted in the
PRC, our operations are principally governed by PRC laws and regulations. The PRC legal
system is based on written statutes. Since 1979, the PRC government has promulgated laws and
regulations in relation to economic matters such as foreign investment, corporate organization
and governance, commerce, taxation and trade with a view to developing a comprehensive
system of commercial laws. However, due to the fact that these laws and regulations have not
been fully developed, and because of the limited volume of published cases and their
non-binding nature, the interpretation of PRC laws and regulations still involves a significant
degree of uncertainty. In addition, the PRC legal system is based in part on government policies
and internal rules, some of which are not published on a timely basis or at all, and which may
have a retroactive effect. As a result, we may not be aware of its violation of these policies and
rules until sometime after the violation.

Our Articles of Association provide that disputes between holders of H Shares and our
Company, our directors, supervisors or senior officers or holders of Domestic Shares arising
out of any rights or obligations concerning our affairs conferred or imposed thereupon by our
Articles of Association or the PRC Company Law and related rules and regulations are to be
resolved through arbitration. Our Articles of Association further provide that any arbitral award
will be final, conclusive and binding on all parties. A claimant may elect to submit a dispute
to an arbitration organization in Hong Kong or the PRC. Awards that are made by PRC arbitral
authorities recognized under the Arbitration Ordinance of Hong Kong can be enforced in Hong
Kong. Hong Kong arbitration awards may be recognized and enforced by PRC courts, subject
to the satisfaction of certain PRC legal requirements.

Any administrative and court proceedings in the PRC may be protracted, resulting in
substantial costs and diversion of resources and management attention. Since PRC
administrative and court authorities have significant discretion in interpreting and
implementing statutory and contractual terms, it may be more difficult to predict the outcome
of administrative and court proceedings and the level of legal protection we might enjoy than
it is in more developed legal systems. These uncertainties may impede our ability to enforce
the contracts we have entered into and could materially and adversely affect our businesses and

results of operations.

The PRC Company Law ( {H3E N RILFE A 7L ) came into effect on July 1, 1994
and the PRC Securities Law ( (% A RILFEFEF:1L) ) came into effect on July 1, 1999.
Since then, the PRC Company Law was further amended on December 25, 1999, August 28,
2004, October 27, 2005, December 28, 2013, October 26, 2018 (and implemented on the same
day), and the PRC Securities Law was further amended on August 28, 2004, October 27, 2005,
June 29, 2013, August 31, 2014 and December 28, 2019 (and implemented on March 1, 2020).
However, the Special Provisions of the State Council on Stock Floatation and Listing Abroad
by Limited Stock Companies (Order of the SC [1994] No. 160) ( <75 Bt B i A7 FRA 7
BRIy S BT REFAIRRE ) (BB B4 11994155 160%%)) was issued on August 4, 1993,
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and became effective on the same date. As a result, the State Council and the CSRC may revise
the Special Provisions of the State Council on Stock Floatation and Listing Abroad by Limited
Stock Companies and other special regulations and the mandatory provisions and adopt new
rules and regulations to implement and to reflect the amendments to the PRC Company Law
and the PRC Securities Law. There can be no assurance that any revision of the current rules
and regulations or the adoption of new rules and regulations by the State Council and the CSRC
will not have an adverse effect on the rights of the holders of our H Shares.

Changes in tax regulations and failure to comply with such tax regulations in the PRC may
adversely affect our businesses and financial results.

The EIT Law is effective in 2008, as amended in 2017 and 2018 imposed a tax rate of 25%

on business enterprises.

We are entitled to preferential tax treatment in accordance with the EIT Law. To the extent
there are any changes in, non-renewal or withdrawals of, our preferential tax treatment, or
increases in the effective tax rate, our tax liability would increase correspondingly. In addition,
the PRC government from time to time adjusts or changes its policies on value-added, business,
resources, fuel and oil, and other taxes. Non-compliance with the PRC tax laws and regulations
may also result in penalties or fines imposed by relevant tax authorities. Adjustments or
changes to PRC tax laws and regulations and tax penalties or fines could have an adverse effect
on our businesses, financial condition and results of operations.

We also operate overseas and are subject to various taxes. Due to the facts that the tax
environment is different in different regions and that the regulations regarding various taxes,
including corporate income tax, foreign contractor tax, personal income tax and poll tax, are
complex, our overseas operations may expose us to the risks associated with the overseas tax
policy changes. In the meantime, we may need to make corresponding judgments to deal with
the uncertainties with respect to tax treatment of certain operating activities.

Payment of dividends or gains from the sale or other disposition of H Shares is subject to
restrictions under PRC law.

Under applicable PRC tax laws, regulations and statutory documents, non-PRC resident
individuals and enterprises are subject to taxes with respect to dividends received from us or
gains realized upon the sale or other disposition of our H Shares. Non-PRC individuals are
generally subject to PRC individual income tax under the Individual Income Tax Law of the
PRC ( ("3 N RAILFNERA A Fri58ii%) ) with respect to PRC source income or gains at a rate
of 20% unless specifically exempted by the tax authority of the State Council or reduced or
eliminated by an applicable tax treaty. We are required to withhold related tax from dividend
payments.

Pursuant to applicable regulations, domestic non-foreign-invested enterprises issuing
shares in Hong Kong may generally, when distributing dividends, withhold individual income
tax at the rate of 10%. However, withholding tax on distributions paid by us to non-PRC
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individuals may be imposed at other rates pursuant to applicable tax treaties (and up to 20%
if no tax treaty is applicable) if we know the identity of the individual shareholder and the tax
rate applicable thereto. There is uncertainty as to whether gains realized upon disposition of
Shares listed on an overseas stock exchange by non-PRC individuals are subject to PRC
individual income tax.

Non-PRC resident enterprises that do not have establishments or premises in the PRC, or
that have establishments or premises in the PRC but their income is not related to such
establishments or premises, are subject to PRC enterprise income tax at the rate of 10% on
dividends received from PRC companies and gains realized upon disposition of equity interests
in the PRC companies pursuant to the EIT Law and other applicable PRC tax regulations and
statutory documents. Taxes may be reduced or eliminated under special arrangements or
applicable treaties between the PRC and the jurisdiction where the non-resident enterprise
resides.

Pursuant to applicable regulations, we intend to withhold tax at a rate of 10% from
dividends paid to non-PRC resident enterprise holders of our H Shares (including HKSCC
Nominees). Non-PRC resident enterprises that are entitled to be taxed at a reduced rate under
an applicable income tax treaty will be required to apply to the PRC tax authorities for a refund
of any amount withheld in excess of the applicable treaty rate, and payment of such refund will

be subject to verification by PRC tax authorities.

There remains significant uncertainties as to the interpretation and application of the
relevant PRC tax laws by the PRC tax authorities, including whether and how individual
income tax on gains derived by holders of our H Shares from their disposition of our H Shares
on the oversea stock exchange may be collected. If any such tax is collected, the value of our
H Shares may be materially and adversely affected.

The PRC government’s control over foreign currency conversion may limit our foreign
exchange transactions, including dividend payment to holders of our H Shares.

Currently, the Renminbi cannot be freely converted into any foreign currency, and
conversion and remittance of foreign currencies are subject to PRC foreign exchange
regulations. There is no assurance that, under a certain exchange rate, we will have sufficient
foreign exchange to meet our foreign exchange requirements. Therefore, shortages in the
availability of foreign currency may restrict our ability to remit sufficient foreign currency to
pay dividends or other payments, or otherwise satisfy our foreign currency denominated
obligations.

Under the current PRC foreign exchange control system, foreign exchange transactions
under the current account conducted by us, including the payment of dividends following the
completion of the Global Offering, do not require prior approval from SAFE, but we are
required to comply with certain procedural requirements regarding such transactions and
conduct such transactions at designated foreign exchange banks within the PRC that have the
requisite licences to carry out such foreign exchange business and other procedural
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requirements. Under existing foreign exchange regulations, following the completion of the
Global Offering, we will be able to pay dividends in foreign currencies without prior approval
from SAFE by complying with certain procedural requirements. However, we could not rule
out the possibility that the PRC government may, at its own discretion, take measures to restrict
relevant foreign exchange policies regarding payment of dividends in the future. In addition,
any insufficiency of foreign exchange may restrict our ability to obtain sufficient foreign
exchange for dividend payments to our Shareholders or to satisfy any other foreign exchange
requirements. Further, there is no assurance 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 may experience difficulties in effecting service of legal process and enforcing judgments
obtained from non-PRC courts against us and our management who reside in the PRC.

A majority of our assets are located in China. Mr. Xu Feng, our Independent
non-executive Director, resides in Hong Kong and all the rest of our executive Directors and
senior management reside in China. Therefore, there is no assurance that you will be able to
effect service of process within Hong Kong or elsewhere outside of China upon us or our
management.

On July 14, 2006, the Supreme People’s Court of the PRC and the Hong Kong government
signed the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region Pursuant to Choice of Court Agreements between Parties Concerned
(o N\ B 12 B B A 1l B o e ) A 7 BB 12 g A EL 8 T A T o A B T i R i 8
R EPE) ) (the “Arrangement”). Under such Arrangement, where any designated
people’s court of the PRC or any designated Hong Kong court has made an enforceable final
judgment requiring payment of money in a civil and commercial case pursuant to a choice of
court agreement in writing by the parties, any party concerned may apply to the relevant
people’s court of the PRC or Hong Kong court for recognition and enforcement of the
judgment. A choice of court agreement in writing is defined as any agreement in writing
entered into between parties after the effective date of the Arrangement in which a Hong Kong
or PRC court is expressly designated as the court having sole jurisdiction for the dispute. It
may not be possible to enforce a judgment rendered by a Hong Kong court in China if the

parties in the dispute do not agree to enter into a choice of court agreement in writing.

On January 18, 2019, China and Hong Kong signed the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region ( € A HLEL A A5 Fr il 1 7
R 7 B AR L RR T ANSHA T R H R B ZPE) ) (the “New Arrangement”). The New
Arrangement seeks to establish a bilateral legal mechanism with greater clarity and certainty
for recognition and enforcement of judgments in wider range of civil and commercial matters

between the two places.
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The New Arrangement will be implemented by local legislation in Hong Kong. It will
take effect after both China and Hong Kong have completed the necessary procedures to enable
implementation and will apply to judgments made on or after the commencement date. The
Arrangement will be abolished upon the effectiveness of the New Arrangement.

However, it is unclear as to when the implementations of the New Arrangement in both
places will be completed. To the extent that the Arrangement is still in force, it remains difficult
or impossible for investors to enforce a Hong Kong court judgment against our assets or our
Directors or senior management who reside in China.

Moreover, China has not entered into treaties for the reciprocal recognition and
enforcement of court judgments with Japan, the United Kingdom, the United States and many
other countries. Hence, recognition and enforcement in China of a court judgment obtained in
any of these jurisdictions in relation to matters that are not subject to a binding arbitration
provision may be difficult or impossible.

Inflation in China could negatively affect our growth and profitability.

The Chinese economy has experienced rapid growth in recent years. Such growth can lead
to growth in money supply and rising inflation. If prices for our products rise at a rate that is
insufficient to compensate for the rise in our costs due to inflation, our business and financial
performance may be materially and adversely affected.

The PRC government has imposed controls on bank credit, limits on loans for fixed assets
and restrictions on state-owned banks’ lending in the past in order to control inflation. Such
austerity policies can lead to a slowing of economic growth and could materially and adversely
affect our businesses, growth and profitability.

RISKS RELATING TO THE GLOBAL OFFERING

We will be concurrently subject to Hong Kong and China listing and regulatory
requirements.

As we are listed on the ChiNext Market of the Shenzhen Stock Exchange and will be
listed on the Main Board of the Stock Exchange, we will be required to comply with the listing
rules (where applicable) and other regulatory regimes of both jurisdictions, unless otherwise
agreed by the relevant regulators. Accordingly, we may incur additional costs and resources in
complying with the requirements of both jurisdictions.

The characteristics of the A share and H share markets may differ.

Our A Shares were listed on the Shenzhen Stock Exchange in 2018. Following the Global
Offering, our A Shares will continue to be traded on the Shenzhen Stock Exchange and our H
Shares will be traded on the Hong Kong Stock Exchange. Under current PRC laws and
regulations, without approval from the relevant regulatory authorities, our H Shares and A
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Shares are neither interchangeable nor fungible, and there is no trading or settlement between
the H share and A share markets. With different trading characteristics, the H share and A share
markets have divergent trading volumes, liquidity and investor bases, as well as different levels
of retail and institutional investor participation. As a result, the trading performance of our H
Shares and A Shares may not be comparable. Nonetheless, fluctuations in the price of our A
Shares may adversely affect the price of our H Shares, and vice versa. Due to the different
characteristics of the H share and A share markets, the historical prices of our A Shares may
not be indicative of the performance of our H Shares. You should therefore not place undue
reliance on the prior trading history of our A Shares when evaluating an investment in our H

Shares.

There has been no prior public market for our H Shares and an active trading market for
our H Shares may not develop after the Global Offering.

Prior to the Global Offering, there has not been a public market for our H Shares. While
we have applied to list and deal in the H Shares on the Stock Exchange, we cannot assure you
that an active or liquid public market for our H Shares will develop or be sustained if
developed. The Offer Price of the H Shares will be determined through negotiations between
us and the Joint Global Coordinators (for themselves and on behalf of the Underwriters), and
it may not necessarily be indicative of the market price of the H Shares after the Global
Offering is complete. An investor who purchases H Shares in the Global Offering may not be
able to resell such H Shares at or above the Offer Price and, as a result, may lose all or part
of the investment in such H Shares.

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

The Offer Price of our H Shares is expected to be determined on the Price Determination
Date, which is expected to be on or around Friday, January 7, 2022. However, our H Shares
will not commence trading on the Stock Exchange until the Listing Date, which is expected to
be Friday, January 14, 2022. As a result, investors may not be able to sell or deal in our H
Shares during that period. Accordingly, holders of our H Shares are subject to the risk that the
price of our H Shares could fall before trading begins as a result of adverse market conditions
or other adverse developments, that could occur between the Price Determination Date and the
Listing Date.

The liquidity, trading volume and trading price of our H Shares may be volatile, which
could result in substantial losses for Shareholders. The price at which our H Shares will trade
after the Global Offering will be determined by the marketplace, which may be influenced by
many factors, some of which are beyond our control, including:

. our financial results;

o changes in securities analysts’ estimates, if any, of our financial performance;
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. the history of, and the prospects for, us and the industry in which we compete;

. an assessment of our management, our past and present operations, and the
prospects for and timing of, our future revenues and cost structures such as the views
of independent research analysts, if any;

. the present state of our development;

. the trading price of our A shares;

. the valuation of publicly traded companies that are engaged in business activities

similar to ours;

. changes in laws and regulations in China;

. our inability to compete effectively in the market; and

political, economic, financial and social developments in China and worldwide.

In addition, the Stock Exchange has from time to time experienced significant price and
volume fluctuations that have affected the market prices for the securities of companies quoted
on the Stock Exchange. As a result, investors in our H Shares may experience volatility in the
market price of their H Shares and a decrease in the value of their H Shares regardless of our

operating performance or prospects.

You will incur immediate and significant dilution and may experience further dilution if we

issue additional Shares in the future.

The Offer Price of the Offer Shares is higher than the net tangible asset value per H Share
immediately prior to the Global Offering. Therefore, purchasers of the Offer Shares in the
Global Offering will experience an immediate dilution in pro forma consolidated net tangible
asset value to HK$8.86 per Share, based on the low end of the Offer Price range of HK$33.80
per H Share. There can be no assurances that if we were to immediately liquidate after the
Global Offering, any assets will be distributed to Shareholders after the creditors’ claims. In
order to expand our business, we may consider offering and issuing additional Shares in the
future. Purchasers of the Offer Shares may experience dilution in the net tangible asset value
per H Share of their H Shares if we issue additional Shares in the future at a price which is
lower than the net tangible asset value per Share at that time.
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Your right to participate in any future rights offerings may be limited, which may cause
dilution to your holdings.

We may from time to time distribute rights to our Shareholders, including rights to
acquire our securities. However, we cannot make such rights available to persons in the U.S.
unless we register both the rights and the securities to which the rights relate under the
Securities Act or an exemption from the registration requirements is available. We are under
no obligation to file a registration statement with respect to any such rights or securities or to
endeavor to cause such a registration statement to be declared effective and we may not be able
to establish a necessary exemption from registration under the U.S. Securities Act.
Accordingly, you may be unable to participate in our rights offerings in the future and may
experience dilution in your holdings.

Future sale or major divestment of the H Shares by any of our investors could materially and
adversely affect the prevailing market price of our H Shares.

The future sale of a significant number of our H Shares in the public market after the
Global Offering, or the possibility of such sales, could materially and adversely affect the
market price of our H Shares and could materially impair our future ability to raise capital
through offerings of our H Shares. As the investors subscribing for our H Shares in the Global
Offering are not subject to any restrictions on the disposal of the H Shares they subscribe for
(except as disclosed in this prospectus (if any)), they may dispose of part or all of the H Shares
they hold within a short period or any time or period after the Listing Date for legal and
regulatory, business and market, or other reasons. Any sale of a significant number of H Shares
subscribed by our investors (or the perception that such sales may occur) may cause the
prevailing market price of our H Share to fall, which could negatively impact our ability to
raise equity capital in the future.

Prior dividend distributions, if any, are not an indication of our future dividend policy.

Any future dividend declaration and distribution by our Company will be at the discretion
of our Directors and will depend on our future operations and earnings, capital requirements
and surplus, general financial condition, contractual restrictions and other factors that our
Directors deem relevant. Any declaration and payment as well as the amount of dividends will
also be subject to our Articles of Association and the PRC laws, including (where required) the
approvals from our shareholders and our Directors. In addition, our future dividend payments
will depend upon the availability of dividends received from our subsidiaries. As a result of the
above, we cannot assure you that we will make any dividend payments on our H Shares in the
future with reference to our historical dividends. For further details of the dividend policy of
our Company, see the section headed “Financial Information — Dividend Policy” in this
prospectus.
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We cannot guarantee the accuracy of facts and other statistics with respect to certain
information contained in this prospectus.

The information and statistics set out in the “Industry Overview” section and other
sections of this prospectus were extracted from different official government publications,
available sources from public market research and other sources from independent suppliers,
and from the independent industry report prepared by Frost & Sullivan.

We engaged Frost & Sullivan to prepare an independent industry report in connection
with the Global Offering. The information from official government sources has not been
independently verified by the Group, the Joint Sponsors, the Joint Representatives, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters or any
of their respective directors and advisers, or any other persons or parties involved in the Global
Offering, and no representation is given as to its accuracy. Accordingly, the information from
official government sources contained herein may not be accurate and should not be unduly

relied upon.

Forward-looking statements contained in this prospectus are subject to risks and

uncertainties.

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

are qualified by reference to this cautionary statement.

You should not place any reliance on any information released by us in connection with the
listing of our A Shares on the Shenzhen Stock Exchange.

Following the listing of our A Shares on the Shenzhen Stock Exchange, we have been
subject to periodic reporting and other information disclosure requirements in the PRC. As a
result, from time to time we publicly release information, including financial statements and
financial data, relating to us on the Shenzhen Stock Exchange or other media outlets designated
by the Shenzhen Stock Exchange or the CSRC or other regulatory bodies. However, the
information announced by us in connection with our A Shares is based on regulatory
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requirements of the securities authorities and market practices in the PRC which are different
from those applicable to the Global Offering. Such information does not and will not form a
part of this prospectus. As a result, prospective investors in our H Shares are reminded that, in
making their investment decisions as to whether to purchase our H Shares, they should rely
only on the financial, operating and other information included in this prospectus. By applying
to purchase our H Shares in the Global Offering, you will be deemed to have agreed that you
will not rely on any information other than that contained in this prospectus and any formal
announcements made by us in Hong Kong with respect to the Global Offering.

You should read the entire prospectus carefully, and we strongly caution you not to place any
reliance on any information contained in press articles or other media regarding us or the
Global Offering.

There may be, subsequent to the date of this prospectus but prior to the completion of the
Global Offering, press and media coverage regarding us and the Global Offering, which
contained, among other things, certain financial information, projections, valuations and other
forward-looking information about us and the Global Offering. We have not authorized the
disclosure of any such information in the press or media and do not accept responsibility for
the accuracy or completeness such press articles or other media coverage. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any of the
projections, valuations or other forward-looking information about us. To the extent such
statements are inconsistent with, or conflict with, the information contained in this prospectus,
we disclaim responsibility for them. Accordingly, prospective investors are cautioned to make
their investment decisions on the basis of the information contained this prospectus only and
should not rely on any other information.

You should rely solely upon the information contained in this prospectus and any formal
announcements made by us in Hong Kong in making your investment decision regarding our
H Shares. We do not accept any responsibility for the accuracy or completeness of any
information reported by the press or other media, nor the fairness or appropriateness of any
forecasts, views or opinions expressed by the press or other media regarding our H Shares, the
Global Offering or us. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such data or publication. Accordingly, prospective investors
should not rely on any such information, reports or publications in making their decisions as

to whether to invest in our Global Offering.
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EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Global Offering, our Company has applied for the following
waivers and exemption from strict compliance with the relevant provisions of the Listing Rules
and the Companies (Winding Up and Miscellaneous Provisions) Ordinance:

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, our Company must have a
sufficient management presence in Hong Kong. This normally means that at least two of our
Company’s executive Directors must be ordinarily resident in Hong Kong. Since our
Company’s head office, principal business and operations are located, managed and operated
in the PRC, and the Company’s executive Director ordinarily resides in the PRC, our Company
does not have, and for the foreseeable future will not have, sufficient management presence in
Hong Kong for the purpose of satisfying the requirements of Rules 8.12 and 19A.15 of the
Listing Rules. Accordingly, the Company has applied for, and the Hong Kong Stock Exchange
has granted the Company, a waiver from strict compliance with the requirements of Rules 8.12
and 19A.15 of the Listing Rules on the condition that the following arrangements be made for
maintaining regular communication with the Hong Kong Stock Exchange:

(a) Our Company has appointed Mr. Cai Baogui (%% #), the chairman of our Board,
executive Director and general manager, and Ms. Zhang Xiao (5%i#), one of the joint
company secretaries of the Company who is ordinarily resident in Hong Kong, as the
authorized representatives under Rule 3.05 of the Listing Rules to serve as our
Company’s principal channel of communication with the Hong Kong Stock
Exchange. Our Company has provided the Hong Kong Stock Exchange with contact
details of the authorized representatives. They can be readily contactable to deal
promptly with inquiries from the Hong Kong Stock Exchange, and will also be
available to meet with the Hong Kong Stock Exchange to discuss any matters on
short notice. As and when the Hong Kong Stock Exchange wishes to contact the
Directors on any matter, each of our Company’s authorized representatives will have
the means to contact all of the Directors promptly at all times.

(b) Our Company has implemented the following measures: each Director must provide
the authorized representatives with (i) their respective mobile phone numbers, office
phone numbers, fax numbers and email addresses; and (ii) the phone number of the
place of their accommodation if they expect to travel or otherwise be out of the
office.

(c) Our Company has provided the Hong Kong Stock Exchange with the contact details
of each Director (including their respective mobile phone numbers, office phone
numbers, fax numbers and email addresses) (if applicable) to facilitate the
communication with the Hong Kong Stock Exchange. Furthermore, each Director
who does not ordinarily reside in Hong Kong possesses or is able to apply for valid
travel documents to visit Hong Kong and is able to meet with the Hong Kong Stock
Exchange within a reasonable period of time.
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(d)

(e)

In accordance with Rules 3A.19 and 19A.05 of the Listing Rules, our Company has
appointed Red Solar Capital Limited as the compliance adviser, to act as an
additional channel of communication with the Hong Kong Stock Exchange for the
period commencing on the Listing Date and ending on the date on which the
Company publishes the financial results for the first full financial year commencing
after the Listing Date. Our Company’s compliance adviser will have access at all
times to the authorized representatives, Directors and other senior officers to ensure
that it is in a position to respond promptly to any inquiries or requests from the Hong
Kong Stock Exchange concerning the Company.

Our Company will also appoint other professional advisers (including legal advisers
and accountants) after the Listing Date to assist us in handling any questions or
inquiries from the Hong Kong Stock Exchange to ensure effective communication
between our Company and the Hong Kong Stock Exchange.

WAIVER IN RELATION TO JOINT COMPANY SECRETARIES

Rules 3.28 and 8.17 of the Listing Rules require the Company’s company secretaries to

be individuals who by virtue of their academic or professional qualifications or relevant

experience are, in the opinion of the Hong Kong Stock Exchange, capable of discharging the

functions of a company secretary. Note 1 to Rule 3.28 of the Listing Rules provides that the

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

be acceptable:

(a)

(b)

(©)

a member of The Hong Kong Institute of Chartered Secretaries;

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

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

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

(a)

(b)

length of employment with the issuer and other issuers and the roles he/she played;
familiarity with the Listing Rules and other relevant laws and regulations including

the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous

Provisions) Ordinance and the Takeovers Code;
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(c) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

Our Company has appointed Mr. Lu Ming (F£P]), a deputy general manager and secretary
to the Board of the Company, as one of our Company’s joint company secretaries. For more
details of Mr. Lu’s biography, please refer to “Directors, Supervisors and Senior Management
— Senior Management”.

Our Company has also appointed Ms. Zhang Xiao (3%i{iHl), who possesses such
qualifications and meets the requirements under Rule 3.28 of the Listing Rules, to act as the
other joint company secretary of the Company and to assist Mr. Lu for a period of three years
from the Listing Date to enable Mr. Lu to acquire the “relevant experience” under Note 2 to
Rule 3.28 of the Listing Rules so as to fully comply with the requirements set out under Rules
3.28 and 8.17 of the Listing Rules.

The following arrangements have been, or will be, put in place to assist Mr. Lu in
acquiring the qualifications and experience as the company secretary of our Company required
under Rule 3.28 of the Listing Rules:

(a) Ms. Zhang, one of the joint company secretaries who meets all the requirements
under Rule 3.28 of the Listing Rules, will assist Mr. Lu so that he is able to acquire
the relevant knowledge and experience as required under the Listing Rules in order
to discharge his functions as a joint company secretary. Our Company has also
appointed Ms. Zhang as an authorized representative of the Company under Rule
3.05 of the Listing Rules.

(b) Our Company undertakes to re-apply to the Stock Exchange for a waiver in the event
that Ms. Zhang ceases to meet the requirements under Rule 3.28 of the Listing Rules

or otherwise ceases to serve as a joint company secretary of our Company.

(c) Our Company will further ensure that Mr. Lu has access to the relevant training and
support to enable him to familiarize himself with the Listing Rules and the duties
required of a company secretary of an issuer listed on the Stock Exchange. The
Company’s Hong Kong legal advisors have provided training to Mr. Lu on the
principal requirements of the Listing Rules and the Hong Kong laws and regulations
applicable to our Company after its Listing. In addition, Mr. Lu will endeavor to
familiarize himself with the Listing Rules, including any updates thereto, during the

three-year period from the Listing Date.
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(d) Mr. Lu has confirmed that he will be attending a total of no less than 15 hours of
training courses on the Listing Rules, corporate governance, information disclosure,
investor relations as well as the functions and duties of a company secretary of a
Hong Kong listed issuer during each financial year as required under Rule 3.29 of
the Listing Rules.

(e) Our Company expects that Mr. Lu, having had the benefit of Ms. Zhang’s assistance
during the three-year period, will acquire the qualifications and relevant experience
required under Rule 3.28 of the Listing Rules prior to the end of the three-year
period after the Listing.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with Rules 3.28 and 8.17 of the Listing Rules on
the following conditions:

(a) Mr. Lu must be assisted by a person who possesses the qualifications or experience
as required under Rule 3.28 of the Listing Rules and is appointed as a joint company

secretary throughout the three-year period; and

(b) the waiver will be revoked immediately if there are material breaches of the Listing
Rules by the Company or if Ms. Zhang, during the three-year period, ceases to
provide assistance to Mr. Lu.

Before the end of the three-year period, we shall liaise with the Stock Exchange to revisit
the situation in the expectation that we should then be able to demonstrate to the Stock
Exchange’s satisfaction that Mr. Lu, having had the benefit of Ms. Zhang’s assistance for three
years, would then have acquired the relevant experience within the meaning of Note 2 to Rule
3.28 of the Listing Rules so that a further waiver would not be necessary.

WAIVER AND EXEMPTION IN RELATION TO THE TYPE II RESTRICTED SHARES

Under paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding up and
Miscellaneous Provisions) Ordinance, the prospectus of the Company is required to include,
among other things, details of the number, description and amount of any shares in or
debentures of the Company which any person has, or is entitled to be given, an option to
subscribe for, together with certain particulars of each option, namely the period during which
it is exercisable, the price to be paid for the Shares or debentures subscribed for under it, the
consideration (if any) given or to be given for it or for the right to it, and the names and
addresses of the persons to whom it or the right to it was given.
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Under Rule 17.02(1)(b) of the Listing Rules, a new listing applicant must disclose in the
prospectus full details of all outstanding options. Paragraph 27 of Part A of Appendix 1 to the
Listing Rules also requires the disclosure of particulars of any capital of any member of the
Group which is under option, or agreed conditionally or unconditionally to be put under option,
including the consideration for which the option was or will be granted and the price and
duration of the option, and the name and address of the grantees.

According to the Guidance Letter HKEX-GL11-09 (July 2009) (Updated in March 2014),
the Stock Exchange would normally grant waivers from disclosing the names and addresses of
certain grantees if the issuer could demonstrate that such disclosures would be irrelevant and
unduly burdensome, subject to certain conditions specified therein.

As of the date of this Prospectus, our Company had granted 5,818,800 Type II Restricted
Shares under the Restricted Share Incentive Plan to 224 grantees to subscribe for an aggregate
of 9,100,800 A Shares, representing approximately 1.09% of our Company’s issued share
capital immediately after completion of the Global Offering (assuming the Over-allotment
Option is not exercised) for which the grantees include one Director (with respect to 732,800
underlying A Shares), six senior management members (with respect to 2,944,000 underlying
A Shares) and 217 other grantees (the “Other Grantees”) (with respect to an aggregate of
5,424,000 underlying A Shares). No Type II Restricted Shares were granted to other connected

persons (as defined under Listing Rules) of the Company.

The principal terms of the Restricted Share Incentive Plan are set out in the section
headed “Appendix V — Statutory and General Information — 4. Restricted Share Incentive Plan”
in this Prospectus.

We have applied to (i) the Stock Exchange for a waiver from strict compliance with the
requirements under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules
and (ii) the SFC for a certificate of exemption from strict compliance with paragraph 10(d) of
Part I of the Third Schedule pursuant to section 342A of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance in connection with the disclosure of certain details
relating to the Type II Restricted Shares and certain grantees in this prospectus on the ground
that the waiver and the exemption will not prejudice the interests of the investing public and
strict compliance with the above requirements would be unduly burdensome for our Company
for the following reasons:

(a) given that 224 grantees are involved, strict compliance with such disclosure
requirements in setting out full details of all the grantees of Type II Restricted
Shares under the Restricted Share Incentive Plan in the prospectus would be costly
and unduly burdensome for our Company in light of a significant increase in cost
and timing for information compilation and prospectus preparation;
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(b)

(c)

(d)

(e)

as of the date of this Prospectus, among all the grantees, seven grantees were
Director or the senior management of our Company and the Other Grantees are only
employees of our Group, and strict compliance with such disclosure requirements to
disclose names, addresses, and entitlements on an individual basis in this prospectus
will therefore require about 15 pages of additional disclosure that does not provide
any material information to the investing public;

the grant and vest in full of the Type II Restricted Shares under the Restricted Share
Incentive Plan will not cause any material adverse impact to the financial position

of our Company;

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

material information relating to the Type II Restricted Shares under the Restricted
Share Incentive Plan will be disclosed in this prospectus, including the total number
of underlying A Shares subject to the Type II Restricted Shares under the Restricted
Share Incentive Plan, the grant price, the potential dilution effect on the
shareholding and impact on earnings per Share upon full allotment and issuance of
underlying A Shares pursuant to the Type II Restricted Shares under the Restricted
Share Incentive Plan. Our Directors consider that the information that is reasonably
necessary for potential investors to make an informed assessment of our Company
in their investment decision making process has been included in this prospectus.

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

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

The Stock Exchange has agreed to grant to the Company the requested waiver subject to

the conditions that:

(a)

full details of the Type II Restricted Shares granted by our Company under the
Restricted Share Incentive Plan to each of our Directors and senior management of
our Company and grantees who were each granted Type II Restricted Shares to
subscribe for more than 200,000 A Share are disclosed in the section headed
“Appendix V — Statutory and General Information — 4. the Restricted Share
Incentive Plan” in this Prospectus, such details to include all the particulars required
under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules,
and paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance;
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(b)

(©

(d)

(e)

¢9)

(2)

(h)

in respect of the Type II Restricted Shares granted by the Company under the
Restricted Share Incentive Plan to the employees other than those referred to in
point (a) above, the following details are disclosed in this prospectus: (1) aggregate
number of grantees and number of A Shares underlying the Type II Restricted Shares
under the Restricted Share Incentive Plan, (2) the consideration paid for the grant of
the Type II Restricted Shares granted under the Restricted Share Incentive Plan (if
any), and (3) the vesting period' and the grant price of the Type II Restricted Shares
granted under the Restricted Share Incentive Plan;

the aggregate number of A Shares underlying the Type II Restricted Shares granted
under the Restricted Share Incentive Plan and the percentage of our Company’s total
issued share capital represented by such number of A Shares are disclosed in this
prospectus;

the potential dilution effect on the shareholding and impact on earnings per Share
upon the full issuance of underlying A Shares pursuant to the Type II Restricted
Shares under the Restricted Share Incentive Plan are disclosed in the section headed
“Appendix V — Statutory and General Information — 4. Restricted Share Incentive
Plan” in this prospectus;

a summary of the major terms of the Restricted Share Incentive Plan are disclosed
in the section headed “Appendix V - Statutory and General Information — 4.
Restricted Share Incentive Plan” in this prospectus;

the particulars of the waiver are disclosed in this prospectus;

a full list of all the grantees (including the persons referred to in point (a) above)
who have been granted Type II Restricted Shares under the Restricted Share
Incentive Plan will be made available for public inspection in accordance with the
section headed “Appendix VI — Documents Delivered to the Registrar of Companies
and Available on Display — 3. Document Available for Inspection” in this
Prospectus; and

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

1 vesting period(s) shall have the same meaning as exercise period(s) under the Restricted Share Incentive Plan.
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The SFC has agreed to grant to our Company the certificate of exemption under section
342A of the Companies (Winding Up and Miscellaneous Provisions) Ordinance exempting the
Company from strict compliance with paragraph 10(d) subject to the conditions that:

(a) full details of the Type II Restricted Shares granted by our Company under the
Restricted Share Incentive Plan to each of our Directors and senior management of
our Company and grantees who were each granted Type II Restricted Shares to
subscribe for more than 200,000 A Share are disclosed in the section headed
“Appendix V — Statutory and General Information — 4. the Restricted Share
Incentive Plan” in this Prospectus, such details to include all the particulars required
under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules,
and paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance;

(b) in respect of the Type II Restricted Shares granted by the Company under Restricted
Share Incentive Plan to the employees other than those referred to in point (a) above,
the following details are disclosed in this prospectus: (1) aggregate number of
grantees and number of A Shares underlying the Type II Restricted Shares granted
under the Restricted Share Incentive Plan, (2) the consideration paid for the grant of
the Type II Restricted Shares under the Restricted Share Incentive Plan (if any), and
(3) the vesting period' and the grant price for the Type II Restricted Shares granted
under the Restricted Share Incentive Plan;

(c) a full list of all the grantees (including the persons referred to in point (a) above)
who have been granted Type II Restricted Shares under the Restricted Share
Incentive Plan will be made available for public inspection in accordance with the
section headed “Appendix VI — Documents Delivered to the Registrar of Companies
and Available on Display — 3. Document Available for Inspection” in this
Prospectus; and

(d) the particulars of the exemption are disclosed in this Prospectus, and this Prospectus
will be issued on or before December 31, 2021.

ALLOCATION OF OUR H SHARES TO EXISTING MINORITY SHAREHOLDERS
AND THEIR CLOSE ASSOCIATES UNDER RULE 10.04 AND PARAGRAPH 5(2) OF
APPENDIX 6 TO THE LISTING RULES

Rule 10.04 of the Listing Rules provides that a person who is an existing shareholder of
the issuer may only subscribe for or purchase securities for which listing is sought if (i) no
securities will be offered to them on a preferential basis and no preferential treatment will be
given to them in the allocation of the securities and (ii) the minimum prescribed percentage of
public shareholders required by Rule 8.08(1) of the Listing Rules is achieved. Paragraph 5(2)

1 vesting period(s) shall have the same meaning as exercise period(s) under the Restricted Share Incentive Plan.
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of Appendix 6 to the Listing Rules provides, among other things, that, without the prior written
consent of the Hong Kong Stock Exchange, no allocations will be permitted to existing
shareholders or their close associates, whether in their own names or through nominees, unless
certain conditions are fulfilled.

Prior to the Listing, our Company’s share capital comprises entirely A Shares listed on the
Shenzhen Stock Exchange. We have a large and widely dispersed public A Share shareholder
base.

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted to us, a waiver from strict compliance with the requirements under Rule
10.04 and consent under Paragraph 5(2) of Appendix 6 to the Listing Rules to permit H Shares
in the International Offering to be placed to certain existing minority Shareholders who (i) hold
less than 5% in the issued share capital of our Company prior to the completion of the Global
Offering; and (ii) are not and will not become (upon the completion of the Global Offering)
core connected persons (as defined in the Listing Rules) of our Company or the close associates
of any such core connected person (together, the “Existing Minority Shareholders”) on the

following conditions:

(i) each Existing Minority Shareholder to whom our Company may allocate the H
Shares in the International Offering holds less than 5% of our Company’s voting
rights prior to the completion of the Global Offering;

(i1) none of the Existing Minority Shareholders is or will be a core connected person of
our Company or any close associate of a core connected person of our Company
immediately prior to or following the Global Offering;

(ii1) none of the Existing Minority Shareholders have the right to appoint any Director

or have any other special right;

(iv) allocation to the Existing Minority Shareholders and/or their close associates will
not affect our ability to satisfy the public float requirement as prescribed under Rule
8.08 of the Listing Rules; and

(v) each of our Company, the Joint Bookrunners and the Joint Sponsors (based on their
discussions with and confirmations from our Company and the Joint Bookrunners)
will confirm to the Stock Exchange in writing that no preferential treatment has
been, nor will be, given to the Existing Minority Shareholders by virtue of their
relationship with our Company in any allocation in the International Offering, and

details of the allocation will be disclosed in the allotment results of our Company.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

CSRC APPROVAL

The CSRC issued an approval letter on November 25, 2021 for the Global Offering and
our application to list the H Shares on the Stock Exchange. In granting such approval, the
CSRC accepts no responsibility for our financial soundness, nor for the accuracy of any of the
statements made or opinions expressed in this prospectus. No other approvals are required to
be obtained for the listing of the H Shares on the Stock Exchange.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. The Global Offering comprises the Hong Kong Public
Offering of initially 12,546,800 Offer Shares and the International Offering of initially
112,919,200 Offer Shares (subject, in each case, to reallocation on the basis as set out in the
section headed “Structure of the Global Offering” in this prospectus). For applicants under the
Hong Kong Public Offering, this prospectus set out the terms and conditions of the Hong Kong
Public Offering.

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

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

The listing of our H Shares on the Stock Exchange is sponsored by the Joint Sponsors and
the Global Offering is managed by the Joint Global Coordinators. The Hong Kong Public
Offering is fully underwritten by the Hong Kong Underwriters under the terms of the Hong
Kong Underwriting Agreement and is subject to us and the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) agreeing on the Offer Price on or before the
Price Determination Date. An International Underwriting Agreement relating to the
International Offering is expected to be entered into on or around the Price Determination Date,
subject to the Offer Price being agreed. The International Offering will be fully underwritten
by the International Underwriters under the terms of the International Underwriting Agreement
to be entered into.

If, for any reason, the Offer Price is not agreed between us and the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) on or before Tuesday, January
11, 2022, the Global Offering will not proceed and will lapse. For full information about the
Underwriters and the underwriting arrangements, see the section headed “Underwriting” in this
prospectus.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in the section headed
“How to Apply for Hong Kong Offer Shares” in this prospectus.

STRUCTURE OF THE GLOBAL OFFERING

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

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set
out in the section headed “Structure of the Global Offering” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF H SHARES

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

No action has been taken to permit a public offering of the H Shares in any jurisdiction
other than Hong Kong, or the distribution of this prospectus in any jurisdiction other than Hong
Kong. Accordingly, this prospectus may not be used for the purpose of, and does not constitute,

an offer or invitation in any jurisdiction or in any circumstances in which such an offer or
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invitation is not authorized or to any person to whom it is unlawful to make such an offer or
invitation. The distribution of this prospectus and the offering and sales of the Offer Shares in
other jurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption therefrom. In
particular, the Offer Shares have not been publicly offered or sold, directly or indirectly, in the
PRC or the U.S.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for the granting of the
listing of, and permission to deal in, our H Shares to be issued pursuant to the Global Offering
(including any additional H Shares that may be issued pursuant to the exercise of the
Over-allotment Option).

Under section 44B(l) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, if the permission for the H Shares to be listed on the Stock Exchange pursuant to
this prospectus has been refused before the expiration of three weeks from the date of the
closing of the Global Offering or such longer period not exceeding six weeks as may, within
the said three weeks, be notified to us by or on behalf of the Stock Exchange, then any
allotment made on an application in pursuance of this prospectus shall, whenever made, be
void.

COMMENCEMENT OF DEALINGS IN THE H SHARES

Dealings in the H Shares on the Stock Exchange are expected to commence at 9:00 a.m.
on Friday, January 14, 2022. Except for the A Shares that have been listed on the Shenzhen
Stock Exchange and our pending application to the Stock Exchange for the listing of, and
permission to deal in, the H Shares, no part of our share or debt securities is listed on or dealt
in on the Stock Exchange or any other stock exchange and no such listing or permission to list
is being or proposed to be sought in the near future.

H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the H Shares on the
Stock Exchange and our compliance with the stock admission requirements of HKSCC, the H
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement
in CCASS with effect from the Listing Date or any other date as determined by HKSCC.
Settlement of transactions between Exchange Participants (as defined in the Listing Rules) is
required to take place in CCASS on the second settlement day after any trading day. All
activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time. Investors should seek the advice of their stockbroker
or other professional advisor for details of the settlement arrangements as such arrangements
may affect their rights and interests. All necessary arrangements have been made enabling the
H Shares to be admitted into CCASS.
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H SHARE REGISTER AND STAMP DUTY

All Offer Shares will be registered on the H Share register of our Company maintained
by our H Share Registrar, Computershare Hong Kong Investor Services Limited, in Hong
Kong. Our register of members will also be maintained by us at our legal address in the PRC.

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

Unless determined otherwise by our Company, dividends payable in respect of our H
Shares will be paid to the Shareholders listed on the H Share register of our Company in Hong
Kong, by ordinary post, at the Shareholders’ risk, to the registered address of each Shareholder
of our Company.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not to
register the subscription, purchase or transfer of any H Shares in the name of any particular
holder unless the holder delivers a signed form to the H Share Registrar in respect of those H
Shares bearing statements to the effect that the holder:

(i) agrees with us and each of our Shareholders, and we agree with each Shareholder,
to observe and comply with the PRC Company Law, the Companies Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, the Special
Regulations and our Articles of Association;

(i) agrees with us, each of our Shareholders, Directors, Supervisors, managers and
officers, and we, acting for ourselves and for each of our Directors, Supervisors,
managers and officers agree with each Shareholder, to refer all differences and
claims arising from our Articles of Association or any rights or obligations conferred
or imposed by the PRC Company Law or other relevant laws and administrative
regulations concerning our affairs to arbitration in accordance with our Articles of
Association, and any reference to arbitration shall be deemed to authorize the
arbitration tribunal to conduct hearings in open session and to publish its award,
which shall be final and conclusive;

(ii1) agrees with us and each of our Shareholders that our H Shares are freely transferable
by the holders thereof; and

(iv) authorizes us to enter into a contract on his or her behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers
and officers undertake to observe and comply with their obligations to our
Shareholders as stipulated in our Articles of Association.
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PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors as to the taxation implications of subscribing for, purchasing, holding or disposing of,
and/or dealing in the H Shares or exercising rights attached to them. None of us, the Joint
Sponsors, the Joint Representatives, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers, the Underwriters, any of their respective affiliates, directors, supervisors,
officers, employees, agents or representatives or any other person or party involved in the
Global Offering accepts responsibility for any tax effects on, or liabilities of, any person
resulting from the subscription, purchase, holding, disposition of, or dealing in, or the exercise
of any rights in relation to, the H Shares.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. Unless indicated otherwise, the
translation of Renminbi into Hong Kong dollars , of Renminbi into U.S. dollars and of U.S.
dollars into Hong Kong dollars, and vice versa, in this prospectus was made at the following
rates:

. RMBO0.8170 to HK$1.00 (being the most recent exchange rate available as of the
Latest Practicable Date);

. RMB6.3729 to US$1.00 (being the most recent exchange rate available as of the
Latest Practicable Date); and

. US$1.00 to HK$7.8004 (being the most recent exchange rate available as of
December 23, 2021).

No representation is made that any amounts in Renminbi, Hong Kong dollars or U.S.
dollars can be or could have been at the relevant dates converted at the above rates or any other
rates or at all.

LANGUAGE

Translated English names of Chinese laws and regulations, governmental authorities,
departments, entities (including certain members of our Group), institutions, natural persons,
facilities, certificates, titles and the like included in this prospectus and for which no official
English translation exists are unofficial translations for identification purposes only. In the
event of any inconsistency, the Chinese name shall prevail.

If there is any inconsistency between the English version of this prospectus and the
Chinese translation of this prospectus, the English version of this prospectus shall prevail
unless otherwise stated. However, if there is any inconsistency between the names of any of
the entities mentioned in this English document which are not in the English language and their
English translations, the names in their respective original languages shall prevail.
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ROUNDING

Unless otherwise stated, all the numerical figures are rounded to one or two decimal
places. Any discrepancies in any table or chart between totals and sums of amounts listed
therein are due to rounding.

OTHER

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

the completion of the Global Offering assume that the Over-allotment Option is not exercised.
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DIRECTORS
Name
Executive Directors

Mr. Cai Baogui (%)

Mr. Lyu Feng (/1 %%)

Non-executive Directors

Mr. Hu Zhibin (J:57%)

Mr. Li Xinnong (Z=17 /)

Mr. Li Fei (Z=7)

Mr. Huang Weixiong (&)

Address Nationality

Room 2903, Unit 2 Chinese
Building No. 2, Huafujing Garden

No. 99 Hong Gu Zhong Avenue

Honggutan New District, Nanchang

Jiangxi Province

PRC

Room 1605, Building 11 Chinese
Xianglu International Garden

No. 61, Lufeng Road, Yuelu District

Changsha

Hunan Province

PRC

7E, Building 2 Chinese
Donghai Garden Fuluju

Futian District

Shenzhen

PRC

Room 403, Unit 2, Building 11 Chinese
Hengda Yayuan, Saiwei Avenue

Yushui District, Xinyu

Jiangxi Province

PRC

Room 1002, Unit 3, Building 2 Chinese
Dinghaiyuan

Economic Technology Development

Zone

Beijing

PRC

Room 703, Unit 2, Building 1 Chinese
Longjiang Garden,

No. 80, Zhangjiang North Road

Zhanggong District, Ganzhou

Jiangxi Province

PRC
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Name Address Nationality
Independent non-executive Directors

Mr. You Jianxin (JUEHT) Room 1102 Chinese
No. 16, 59 Lane, Chifeng Road
Yangpu District

Shanghai
PRC
Mr. Xu Feng (%)) Flat H 11/F Marigold Mansion Chinese

Taikoo Shing Harbor View Gardens
10 Taikoo Wan Road
Hong Kong

Mr. Yuan Taifang (32 KJ5) Room 404, Unit 2 Chinese
No. 15, Nanhe Road
Zhanggong District, Ganzhou
Jiangxi Province
PRC

SUPERVISORS

Name Address Nationality

Mr. Su Quan (#f1) Room 306, Building 6 Chinese
Jinpeng Yihe Garden
No. 12, Changzheng Avenue
Zhanggong District, Ganzhou
Jiangxi Province
PRC

Mr. Li Hua (ZE#E) Room 2801, Building 12, Rongxitai Chinese
Ganxian District, Ganzhou
Jiangxi Province
PRC

Ms. Sun Yixia (#f#i) Room 1703, Xingfu Lane, Building 1 Chinese
Zone A
Huarun Center
No. 8 Qinjiang Road, Ganzhou
Jiangxi Province
PRC

Please see “Directors, Supervisors and Senior Management” in this Prospectus for further
details of our Directors and Supervisors.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors CLSA Capital Markets Limited
18/F, One Pacific Place, 88 Queensway
Hong Kong

BNP Paribas Securities (Asia) Limited
60/F-63/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

Joint Global Coordinators CLSA Limited
18/F, One Pacific Place, 88 Queensway
Hong Kong

BNP Paribas Securities (Asia) Limited
60/F-63/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

DBS Asia Capital Limited
73/F, The Center

99 Queen’s Road Central
Central

Hong Kong

Joint Bookrunners CLSA Limited
18/F, One Pacific Place, 88 Queensway
Hong Kong

BNP Paribas Securities (Asia) Limited
60/F-63/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

DBS Asia Capital Limited
73/F, The Center

99 Queen’s Road Central
Central

Hong Kong
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Joint Lead Managers CLSA Limited
18/F, One Pacific Place, 88 Queensway
Hong Kong

BNP Paribas Securities (Asia) Limited
60/F-63/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

DBS Asia Capital Limited
73/F, The Center

99 Queen’s Road Central
Central

Hong Kong

Futu Securities International
(Hong Kong) Limited

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

Admiralty

Hong Kong

Livermore Holdings Limited
Unit 1214A, 12/F

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

Hong Kong

Legal Advisers to Our Company As to Hong Kong and the United States law:
Herbert Smith Freehills
23/F, Gloucester Tower

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

China Commercial Law Firm,
Guangdong

Floor 21A-3, 22A, 23A, 24A, 25A
Hong Kong CTS Tower

No. 4011 Shennan Avenue

Futian District

Shenzhen

PRC

Legal Advisers to the Underwriters and As to Hong Kong and the United States law:
the Joint Sponsors
Allen & Overy
9th Floor, Three Exchange Square
Central
Hong Kong

As to the PRC law:

Jingtian & Gongcheng
34th Floor, Tower 3
China Central Place
No. 77 Jianguo Road
Chaoyang District

Beijing
PRC
Reporting Accountant and Independent Ernst & Young
Auditor Certified Public Accountants

Registered Public

Interest Entity Auditor

27/F, One Taikoo Place

979 King’s Road, Quarry Bay
Hong Kong

Industry Consultant Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.
Suite 2504, Wheelock Square
1717 Nanjing West Road
Shanghai
PRC
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Compliance Adviser Red Solar Capital Limited
Unit 402B, 4/F
China Insurance Group Building
No. 141 Des Voeux Road Central
Central
Hong Kong

Receiving Banks Bank of China (Hong Kong) Limited
Bank of China Tower
1 Garden Road
Central
Hong Kong

China CITIC Bank International Limited

61-65 Des Voeux Road Central
Hong Kong
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Registered Office and Headquarter in Industrial Area, Economic and
the PRC Technological Development Zone
Ganzhou

Jiangxi Province
PRC

Principal Place of Business in Hong Kong 40/F, Dah Sing Financial Centre
248 Queen’s Road East
Wanchai
Hong Kong

Company’s Website http://www.jlmag.com.cn

(The information on the website does not
form part of this Prospectus)

Joint Company Secretaries Mr. Lu Ming (FEHH)
Room 2004, Unit 2
Building No. 9
No. 63 West Da Wang Road
Chaoyang District, Beijing
PRC

Ms. Zhang Xiao (3li#)

(Associate member of The Hong Kong
Chartered Governance Institute and
The Chartered Governance Institute)
40/F, Dah Sing Financial Centre

248 Queen’s Road East

Wanchai

Hong Kong

Authorized Representatives Mr. Cai Baogui
Room 2903, Unit 2
Building No. 2
No. 99 Hong Gu Zhong Road
Honggutan district, Nanchang
Jiangxi Province
PRC

Ms. Zhang Xiao

(Associate member of The Hong Kong
Chartered Governance Institute and
The Chartered Governance Institute)
40/F, Dah Sing Financial Centre

248 Queen’s Road East

Wanchai

Hong Kong
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Audit Committee Mr. Yuan Taifang (chairman)
Mr. You Jianxin
Mr. Hu Zhibin

Nomination Committee Mr. Xu Feng (chairman)
Mr. Yuan Taifang
Mr. Cai Baogui

Remuneration and Appraisal Committee Mr. You Jianxin (chairman)
Mr. Xu Feng
Mr. Lyu Feng

Strategy Committee Mr. Cai Baogui (chairman)
Mr. You Jianxin
Mr. Xu Feng

H Share Registrar Computershare Hong Kong Investor
Services Limited
Shops 1712-1716
17th Floor, Hopewell Centre
183 Queen’s Road East
Wan Chai
Hong Kong

Principal Banks The Export-Import Bank of China
Jiangxi Branch
2, 3 and 6/F, Zhongjiang
International Plaza
No. 1198 Feng He Zhong Road
Honggutan District
Nanchang
Jiangxi Province
PRC

Industrial and Commercial Bank of
China Ganzhou Economic and
Technological Development Zone Branch
No. 48 Ying Bin Da Dao Jin Xiu Xin

Tian Di Commercial Street

Zhanggong District

Ganzhou

Jiangxi Province

PRC

China Merchants Bank Ganzhou Branch
No. 66 Hong Qi Road

Zhanggong District

Ganzhou

Jiangxi Province

PRC
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The information and statistics set out in this section and other sections of this
prospectus were extracted from different official government publications, available
sources from public market research and other sources from independent suppliers,
and from the independent industry report prepared by Frost & Sullivan. We engaged
Frost & Sullivan to prepare an independent industry report in connection with the
Global Offering. The information from official government sources has not been
independently verified by the Group, the Joint Sponsors, the Joint Representatives, the
Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters or any of their respective directors and advisers, or any other persons or
parties involved in the Global Offering, and no representation is given as to its
accuracy. Accordingly, the information from official government sources contained
herein may not be accurate and should not be unduly relied upon.

SOURCES OF INFORMATION

We have commissioned Frost & Sullivan, an independent market researcher and
consultant, to analyze and report on the global and Chinese REPM market. Frost & Sullivan
is an independent global consulting firm founded in 1961 in New York. Frost & Sullivan offers
industry research and market strategies services and provides growth consulting and corporate
training. Its industry coverage in China includes chemicals, materials and food, commercial
aviation, consumer products, environment and building technologies, healthcare, industrial
automation and electronics, industrial and machinery, and technology, media and
telecommunications. We commissioned Frost & Sullivan for a total fee of RMB550,000. We
are of the view that the payment of such fee does not affect the fairness of the conclusions
drawn in the F&S Report.

F&S Report

Our Company has included certain information from the F&S Report in this prospectus
because our Directors believe that such information facilitates an understanding of the relevant
market for potential investors. The market research process for the F&S Report has been
undertaken through detailed primary research which involves discussing the status of the
global and China’s REPM market with leading industry participants and industry experts.
Secondary research involved reviewing company reports, independent research reports in
addition to the group’s key competitors and data based on Frost & Sullivan’s own research
database. Except otherwise noted, all of the data and forecasts contained in this sector are
derived from the Frost & Sullivan Report. Source of the information extracted from the Frost
& Sullivan Report are also referred to in the sections headed “Summary”, “Risk factors”,
“Business” and “Financial Information” in this prospectus. The directors confirm that after
taking reasonable care, there is no adverse change in the market information since the date of
the Frost & Sullivan Report, which may qualify, contradict or have an impact on the
information in this section.
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Analysis and forecasts contained in the Frost & Sullivan Report are based on the

following major assumptions:

. Global and China’s economy is likely to maintain steady growth in the next decade;

. Global and China’s social, economic, and political environment is likely to remain
stable in the forecast period.

ANALYSIS OF GLOBAL AND CHINA RARE EARTH MARKET

China has the largest reserve of rare earth. In 2020, global rare earth reserves reached
approximately 116.0 million tonnes, and rare earth reserves in China amounted to
approximately 44.0 million tonnes, representing approximately 37.9% of the global rare earth
reserves. Most of the major heavy rare earth elements, including the components of some of
our major raw materials such as holmium, dysprosium and terbium, are located in the southern
part of China such as Jiangxi Province, Fujian Province, Hunan Province and Guangdong. In
2020, the global production volume of rare earth reached approximately 243,300.0 tonnes, and
the production volume of rare earth in China accounted for approximately 57.5% of the global
rare earth production. In China, the rare earth market is dominated by six rare earth
manufacturing groups. Ganzhou Rare Earth, located in Jiangxi Province, is the parent company
of China Southern Rare Earth, whose extraction quota accounted for approximately 30% of
total rare earth extraction quota in China in 2020.

Rare Earth Reserve (Global), 2020 Production Volume of Rare Earth (Global), 2020

Total Rare Earth Reserve: 115,990.0 thousand tonnes Total Production Volume: 243.3 thousand tonnes
M China Russia M China Australia
I Vietnam India I United States Madagascar
I Brazil Other Countries I Burma Other Countries

Source: State Council; U.S. Geological Survey
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ANALYSIS OF GLOBAL AND CHINA REPM MARKET

Definition and Value Chain

Upstream Midstream Downstream

Mining & Smelting Finishing Terminal Application

Light Rare
Earth Ore

High-performance
............. . > NdFeB
Magnets

Monazite

Conditioner
Compressor
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Permanent
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Rare Earth Rare Earth
Oxide Metal

v

PMT magnet
synchronous traction
machine H

Fluorocarbon
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Heavy Rare
Earth Ore

Ordinary NdFeB |
L Permanent —
Magnets H

Ionic Rare  ; Rare Earth Rare Eart
EarthOre © > Oxide T2 Metal

ermanent
Magnets

Others
Source: Frost & Sullivan Analysis

A permanent magnet is an object made from a material that is magnetized and creates its
own persistent magnetic field. There are various types of permanent materials. Rare earth
permanent magnet is one type of permanent magnet made from alloys of the lanthanide group
of rare earth elements.

NdFeB PMs, can be regarded as the most widely used type of REPMs. Generally, an
NdFeB PM is a permanent magnet that is mainly made from an alloy of neodymium, iron, and
boron to form the Nd2Fel4B tetragonal crystalline structure. A neodymium magnet’s basic
structure is composed of a rectangular prism that has a high potential for storing magnetic
energy. Besides, NdFeB PMs are based on the same principle as any other permanent magnet.
NdFeB PMs are spinning electrons that align themselves in order to spread apart and gain more
potential energy. As the electrons move around a nucleus in an aligned manner, they create a
magnetic field. NdFeB PMs can be classified into sintered NdFeB PMs and bonded NdFeB
PMs. Sintered NdFeB PMs can be further classified into high-performance NdFeB PMs and
ordinary NdFeB PMs. In China, only a few manufacturers have the capability of manufacturing
high-performance NdFeB PMs. In the downstream, high-performance NdFeB PMs are mainly
used in energy saving and environmental protection products, such as wind generators and new
energy vehicles, while other NdFeB PMs are mainly used in magnetic separators,
electroacoustic applications, and others. Apart from NdFeB permanent materials, the other
form of REPMs is samarium cobalt magnetic materials which only account for approximately
1% of the entire REPMs and are mainly used for military application. Theoretically, samarium
cobalt magnets can be used as alternatives in NdFeB PMs’ downstream applications.
Practically, they cannot be widely used due to the scarcity and the extremely high price of the
raw materials of samarium cobalt magnets, such as Co (Cobalt), which is the strategic material
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in China and are mainly used for military and aerospace applications. High-performance
NdFeB PMs, which are more cost-effective as compared with samarium cobalt magnets and
with higher efficiency, lower energy consumption, as well as stronger thermal stability as
compared with ordinary NdFeB PMs, are more attractive and widely used as compared to other
types of REPMs.

Compared with other REPMs, NdFeB PMs have several advantages. NdFeB PMs are
much more powerful than other REPMs and can therefore be used on a smaller scale to produce
the same magnetic fields. Moreover, they have a higher resistance to losing magnetic
properties, while weaker REPMs can sometimes become demagnetized under certain
conditions. The benefit of moderate temperature stability enables NdFeB PMs to work in
relatively high-temperature environments. With the advantages of high efficiency and low
energy consumption, good control performance and strong stability, as well as small size, light
weight and diversified structure, NdFeB magnetic motors are widely used in various industries
such as wind generator and new energy vehicle manufacturing industry.

Market Size

Production and Consumption Volume of REPMs by Type (Global), 2015-2025E

Production Volume 2015-2020 CAGR ~ 2020-2025E CAGR Consumption Volume 2015-2020 CAGR  2020-2025E CAGR

- Samarium Cobalt PMs -0.7% 0.0% Samarium Cobalt PMs -0.7% 0.0%

I Bonded NaFeB PMs 5.9% 33% Bonded NdFeB PMs 5.9% 3.3%
350.0 | [ Sintered NaFeB pMs 79% 7.6% I Sintered NaFeB PMs 7.6% 8.1%
Total 7.7% 7.4% Total 7.4% 7.8%

300.0

287.4282.7

250.0

on Volume

100.0

50.0

0.0
2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: Frost & Sullivan Analysis

From 2015 to 2020, global production volume of REPMs increased from approximately
149,900.0 tonnes to approximately 217,400.0 tonnes, with a CAGR of approximately 7.7%. In
the future, the global production volume of REPMs is expected to reach approximately
310,200.0 tonnes in 2025, representing a CAGR of approximately 7.4% from 2020 to 2025.

From 2015 to 2020, the global consumption of REPMs increased from approximately
146.6 thousand tonnes to approximately 209,500.0 tonnes, with a CAGR of approximately
7.4%. In the future, the consumption of REPMs is likely to grow at a CAGR of approximately
7.8%, reaching approximately 305,200.0 tonnes in 2025.
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Production and Consumption Volume of REPMs by Type (China), 2015-2025E

Production Volume 2015-2020 CAGR  2020-2025E CAGR Consumption Volume 2015-2020 CAGR  2020-2025E CAGR

I Samarium Cobalt Ps 08% 08% Samarium Cobalt PMs -0.8% 0.8%
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Source: Frost & Sullivan Analysis

China is not only the largest producer of REPMs but also the largest consumer and a net
exporter. The surplus production after consumption was exported. In 2015, the export quota of
REPMs in China was officially canceled. With the increasing demand from other countries, the
export volume of REPMs is expected to increase. From 2015 to 2020, production volume of
REPMs in China increased from approximately 134,700.0 tonnes to approximately 196,200.0
tonnes, with a CAGR of approximately 7.8%. In the future, the production volume of REPMs
in China is expected to reach approximately 284,200.0 tonnes in 2025, representing a CAGR
of approximately 7.7% from 2020 to 2025.

Stimulated by the increasing demand from downstream industries, the consumption of
REPMs in China showed rapid growth in recent years. From 2015 to 2020, the consumption
of REPMs in China increased from approximately 103,500.0 tonnes to approximately
148,700.0 tonnes, with a CAGR of approximately 7.5%. In the future, the consumption of
REPMs is likely to grow at a CAGR of approximately 8.6%), reaching approximately 224,700.0
tonnes in 2025. The consumption of REPMs in China has historically grown in line with global
market but is now expected to grow faster than global consumption over the next five years
because of the increasing demand of high-performance NdFeB PMs in China.
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Production and Consumption Volume of High-performance NdFeB PMs (Global),
2015-2025E
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High-performance NdFeB PMs refer to permanent materials in which the sum of its
intrinsic coercivity (Hcj, Koe) and magnetic energy product ((BH) max, MGOe) is higher than
60. High-performance NdFeB PMs are mainly used in wind turbine generators, energy-saving
VFACs, energy-saving elevators, NEVs, industrial robots and others. From 2015 to 2020, The
global production volume of high-performance NdFeB PMs increased from approximately
35,300.0 tonnes in 2015 to approximately 66,300.0 tonnes in 2020, with a CAGR of
approximately 13.4%. In the future, with the increasing demand from downstream industries,
the global production volume of high-performance NdFeB PMs is expected to reach
approximately 130,000.0 tonnes in 2025, representing a CAGR of approximately 14.4% from
2020 to 2025.

The global consumption volume of high-performance NdFeB PMs increased from
approximately 34,200.0 tonnes in 2015 to approximately 65,000.0 tonnes in 2020, with a
CAGR of approximately 13.7% from 2015 to 2020. Going forward, the global consumption of
high-performance NdFeB PMs is likely to grow at a CAGR of approximately 14.7%, reaching
129,100.0 tonnes in 2025. High-performance NdFeB PM market is expected to grow much
faster than REPM market overall due to the strong growth in end markets. In 2020, the
consumption of high-performance NdFeB PMs accounted for approximately 31.0% of the
consumption of REPMs in 2020 and is expected to account for approximately 42.3% in 2025.
The slight difference between production and consumption globally is caused by the inventory.
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Production and Consumption Volume of High-performance NdFeB PMs (China),
2015-2025E
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From 2015 to 2020, The production volume of high-performance NdFeB PMs in China
increased from approximately 21,000.0 tonnes in 2015 to approximately 46,200.0 tonnes in
2020, with a CAGR of approximately 17.0%. In the future, with the increasing demand from
downstream industries, the production volume of high-performance NdFeB PMs in China is
expected to reach approximately 105,100.0 tonnes in 2025, representing a CAGR of
approximately 17.9% from 2020 to 2025.

The consumption volume of high-performance NdFeB PMs increased from approximately
19,400.0 tonnes in 2015 to approximately 40,500.0 tonnes in 2020, with a CAGR of
approximately 15.8%. In order to achieve the goal of carbon neutrality, governments all over
the world are taking various measures to increase the penetration rate of energy-saving and
environmental protection products, including, but not limited to, wind generators, energy-
saving elevator, energy-saving VFACs, NEVs, which are all downstream applications of
NdFeB PMs, especially high-performance NdFeB PMs. The demand for those energy-saving
products is expected to stimulate the demand for high-performance NdFeB PMs and the
consumption of high-performance NdFeB PMs in China is expected to grow at a CAGR of
approximately 16.6%, reaching approximately 87,100.0 tonnes in 2025. Apart from the higher
global growth rate in consumption for high-performance NdFeB PMs compared with REPMs,
the consumption of high-performance NdFeB PMs in China in particular, is expected to grow
faster than global consumption.
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Market Drivers

Goal of carbon neutrality increases the demand of REPM: In 2020, Chinese
government has announced the aim to hit peak emissions before 2030 and to reach carbon
neutrality by 2060. To achieve this goal, the Chinese government put forward specific goals in
the “14th Five Year Plan”, such as decreasing carbon emission per GDP by 18%. Besides
China, most developed countries, such as U.S., Japan, UK, Germany, Canada and Singapore are
aiming to cut carbon emissions drastically around 2030 and finally achieve net-zero emissions
by 2050. In order to achieve the goal, governments all over the world are taking various
measures to increase the penetration rate of energy-saving and environmental protection
products so as to reduce carbon emission and better protect the environment in the coming
years. Therefore, popularization of products such as wind generators, energy-saving elevator,
energy-saving VFACs, NEVs etc., which are all downstream applications of NdFeB PMs,
especially high-performance NdFeB PMs, are expected to increase the demand for sintered
NdFeB magnets. For example, the global consumption volume of high-performance NdFeB
PMs in new energy vehicles grew at a CAGR of approximately 45.9% from 2015 to 2020 and
is expected to grow at a CAGR of approximately 30.9% from 2020 to 2025.

Abundant resource of rare earth: As main raw materials of sintered NdFeB PMs, rare
earth play an essential role in the manufacturing of sintered NdFeB PMs. For the high-
performance sintered NdFeB PMs, the content of heavy rare earth even determines the
properties and downstream applications of sintered NdFeB PMs. In 2020, China has the largest
proportion of rare earth reserves in the world and almost 60% of global rare earth was produced
in China. The abundant resources of rare earth, especially heavy rare earth, could ensure a
stable supply of rare earth and relatively stable raw material price for Chinese NdFeB PM
manufacturers compared with foreign manufacturers. Moreover, on December 23, 2021, a new
rare earth giant, namely, China Rare Earth Group Co., Ltd, was established through a merger
of top state-owned operations. China Rare Earth Group Co., Ltd was jointly founded by
Aluminum Corporation of China, China Minmetals Corporation, Ganzhou Rare Earth, China
Iron & Steel Research Institute Group and Grinm Group Corporation Ltd. Moreover, the
newly-established China Rare Earth Group Co., Ltd will operate under the direct supervision
of SASAC. The establishment of China Rare Earth Group Co., Ltd is conducive to integrating
resources, improving applications of new technologies and materials and promoting the
long-term sound development of the rare earth industry.

Government regulation and policy supports the development of REPM market: As
the main production center of REPMs in the global market, China has a number of regulations
and policies to support and drive the development of this industry. For example, the
“Development Guideline of New Material Industry” CHIA R} SE5$EFER)  issued in 2017
emphasized that high-performance REPMs, as key strategic materials, should be promoted in
the application of high-speed rail permanent magnet motors, REPM energy-saving motors, and
servomotors and other fields. In 2020, Jiangxi province, the main production area of rare earth
in China, issued the “Implementation Opinions on Promoting the High-quality Development of
the Rare Earth Industry” (BAMEMER TS E B RE A R) , which is aiming at
cultivating a batch of rare earth deep processing enterprises and accelerating the transformation
and upgrade of rare earth industry as well as promoting the integrative development of REPM
industry, permanent magnet motor industry and energy-saving equipment industry.
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Future Opportunities

Further Development of Downstream Industries: In the future, governments all over
the world are expected to optimize the industrial and energy structure, accelerate the
development of green and low-carbon industries such as energy conservation and
environmental protection, new energy equipment, and new energy vehicles. In particular, they
have devoted their efforts to achieve carbon neutrality in the future, as set out below:

. China: The PRC government expects to hit peak carbon emissions before 2030 and

aims to achieve carbon neutrality by 2060;

. United States: The United States government has formally committed to cutting its
carbon pollution by 50 to 52 percent from its 2005 level by 2030;

. United Kingdom: The United Kingdom government’s official advisers, the
Committee on Climate Change, claimed that the United Kingdom’s net greenhouse
gas emissions should fall to zero by 2050;

. Canada: The Canadian Senate adopted the net zero emissions accountability act in
June 2021, making Canada’s 2050 net zero target official. The law requires the
Canada government to create carbon targets and a plan to meet them every five years
from 2030 to 2050;

. Japan: Japan will strive to cut its emissions by 46% from its 2013 level by 2030 and
to achieve carbon neutrality by 2050.

The increasing awareness of energy conservation, environmental protection and
technological progress is expected to stimulate the demand for new energy vehicles, promote
the large-scale development of wind generators and accelerate the penetration rate of
energy-saving VFACs. NEVs are becoming the largest segment for high-performance NdFeB
PMs followed by energy-saving VFACs and wind turbine generators which was traditionally
the largest end-use segment and is expected to be relegated to the third place. Together these
three segments which accounted for approximately 37.6% of total consumption in 2015, grew
to approximately 48.8% in 2020 and are expected to continue to grow and account for
approximately 59.6% of total consumption in 2025. The development of downstream industries
is anticipated to stimulate the consumption of REPMs, especially high-performance NdFeB
PMs.
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Consumption of High-performance NdFeB PMs by Applications (Global), 2020 vs 2025
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— New Energy Vehicles Segment

Governments all over the world have implemented policies to facilitate the development
of NEV market. The PRC government implemented Notice on Improving the Financial Subsidy
Policy for the Promotion and Application of New Energy Vehicles ( BRI 58 35 8 R IRV IE
JE& R ) A RS BOR W38 A1) ) in 2020 and issued New Energy Automobile Industry
Development Plan (2021-2035) ( CHrREJRIRHLE 358 R #(2021-20354F)) ) in 2020. Those
policies aim to promote further development of the NEV industry. By 2025, the
competitiveness of NEV will be significantly enhanced, with major breakthroughs in key
technologies such as power batteries, drive motors, vehicle operating systems, and an overall
improvement in safety. With the popularization of NEVs, the demand for high-performance
NdFeB PMs is expected to increase. In addition, the United States government issued Safer
Affordable Fuel Efficient (SAFE) Vehicles Rule in 2020, which requires automakers to
improve fuel efficiency by 1.5 percent annually from 2021 to 2026. Moreover, the European
Union issued European Emission Standards (Euro 7) in 2020, which focuses on real-world
emissions in order to improve air quality.

To ensure national energy supply security, China has been taking actions including
industrial structure adjustment and reduction of fuel consumption in the automobile industry.
Promoting the development and use of NEV is a major strategy responding to this trend.
Chinese government has promulgated a number of policies to support the growth of NEV and
targets to achieve a 20% NEV penetration rate by 2025.

The global sales volume of new energy passenger vehicles grew from approximately
458,000.0 in 2015 to approximately 2,944,100.0 in 2020, with a CAGR of approximately
45.1%. In 2025, the global sales volume of NEVs is expected to reach approximately
11,297,700.0, with a CAGR of approximately 30.9% from 2020 to 2025.

The sales volume of new energy passenger vehicles in China grew from approximately
208,000.0 in 2015 to approximately 1,245,700.0 in 2020, with a CAGR of approximately
43.0%. In 2025, the sales volume of NEVs in China is expected to reach approximately
4,679,900.0, with a CAGR of approximately 30.3% from 2020 to 2025.
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The global consumption volume of high-performance NdFeB PMs in NEVs increased
from approximately 1,480.0 tonnes in 2015 to approximately 9,760.0 tonnes in 2020, with a
CAGR of approximately 45.9%. In 2025, it is expected that the global consumption volume of
high-performance NdFeB PMs in new energy vehicles will arrive at approximately 37,510.0
tonnes with a CAGR of approximately 30.9% from 2020 to 2025.

The consumption volume of high-performance NdFeB PMs in NEVs increased from
approximately 700.0 tonnes in 2015 to approximately 4,060.0 tonnes in 2020, with a CAGR of
approximately 42.3% in China. In 2025, it is expected that the consumption volume of
high-performance NdFeB PMs in new energy vehicles is likely to arrive at approximately
16,300.0 tonnes with a CAGR of approximately 32.1% from 2020 to 2025.

— Wind Turbine Generators Segment

From 2015 to 2020, the global newly installed electricity generation capacity of wind
power increased from approximately 63.8 GW to approximately 93.0 GW, with a CAGR of
approximately 7.8%. In 2025, the global newly installed electricity generation capacity of wind
power is expected to reach approximately 112.2 GW, with a CAGR of approximately 3.8%
from 2020 to 2025. From 2015 to 2020, the newly installed electricity generation capacity of
wind power in China increased from approximately 33.0 GW to approximately 52.0 GW, with
a CAGR of approximately 9.5%. In 2020, the European Union issued Offshore Renewable
Energy Strategy, which aims to increase its offshore wind capacity from 12 GW to 300 GW by
2050. In 2025, the newly installed electricity generation capacity of wind power in China is
expected to reach approximately 62.3 GW, with a CAGR of approximately 3.7% from 2020 to
2025.

The State Council issued the China’s Energy Development in the New Era ( Bt
HHEREVREESE) ) in 2020, which aimed to give the priority to non-fossil and promote the
substitution of fossil energy with renewable energy. Wind power, as an important source of
clean energy, is expected to play an important role in achieving the target of carbon neutrality,
and future investment in and development of wind power are expected to stimulate the demand

for wind turbine generators.

From 2015 to 2020, the global consumption volume of high-performance NdFeB PMs in
wind turbine generators increased from approximately 7,170.0 tonnes to approximately
12,880.0 tonnes, with a CAGR of approximately 12.4%. In 2025, the global consumption
volume of high-performance NdFeB PMs in wind turbine generators is expected to reach
approximately 19,620.0 tonnes, with a CAGR of approximately 8.8%.

From 2015 to 2020, the consumption volume of high-performance NdFeB PMs in wind
turbine generators in China increased from approximately 4,870.0 tonnes to approximately
9,100.0 tonnes, with a CAGR of approximately 13.3%. In 2025, the consumption volume of
high-performance NdFeB PMs in wind turbine generators is expected to reach approximately
16,820.0 tonnes, with a CAGR of approximately 13.1%.
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— Energy-saving VFACs Segment

Favorable governmental policies in relation to the energy-saving VFAC market has
facilitated our business growth. The promulgation of Notice on the Issuance of the Green and
Efficient Refrigeration Action Plan ( CBHRENEE<#k S 3CRATE) 7 2>00 A1) ) by
relevant PRC authorities in June 2019, which requires the overall energy efficiency of
household air-conditioners, variable refrigerant volume air-conditioning system and other
refrigeration products to increase by 30% by 2022, drove a significant increase in the demand
for our products from energy-saving VFAC producers in 2019. The new national standard
Minimum Allowable Values of the Energy Efficiency and Energy Efficiency Grades for Room
Air Conditioners ( <J5 % 50 B &3 AR PR AE (H L RERLSF 81 ) (GB 21455-2019) (the “New
AC Standard”) implemented by the NSAC in July 2020, which requires the overall energy
efficiency standard of air-conditioner industry to increase by 30% by 2022, while only
energy-saving VFACs using high-performance sintered NdFeB PMs can meet the requirements
of the new standard, according to Frost & Sullivan, resulted in the growth in demand for
NdFeB PMs from the energy-saving VFAC sector.

From 2015 to 2020, the global production volume of energy-saving VFACs increased
from approximately 44.8 million to approximately 99.3 million, with a CAGR of
approximately 17.3%. In 2025, the global production volume of energy-saving VFACs is
expected to reach approximately 214.5 million, with a CAGR of approximately 16.6% from
2020 to 2025. From 2015 to 2020, the production volume of energy-saving VFACs in China
increased from approximately 38.6 million to approximately 83.4 million, with a CAGR of
approximately 16.7%. In 2025, the production volume of energy-saving VFACs in China is
expected to reach approximately 177.3 million, with a CAGR of approximately 16.3% from
2020 to 2025.

The global consumption volume of high-performance NdFeB PMs in energy-saving
VFACs increased from approximately 4,200.0 tonnes in 2015 to approximately 9,120.0 tonnes
in 2020, with a CAGR of approximately 16.8%. It is expected that in 2025, the global
consumption volume of high-performance NdFeB PMs in energy-saving VFACs is likely to
arrive at approximately 19,700.0 tonnes with a CAGR of approximately 16.6% from 2020 to
2025.

The consumption volume of high-performance NdFeB PMs in energy-saving VFACs in
China increased from approximately 3,860.0 tonnes in 2015 to approximately 8,340.0 tonnes
in 2020, with a CAGR of approximately 16.7%. It is expected that in 2025, the consumption
volume of high-performance NdFeB PMs is likely to arrive at approximately 17,730.0 tonnes
with a CAGR of approximately 16.3% from 2020 to 2025 in China.

Improved Technology in Manufacturing Process: The REPM market is a typical
technology-intensive industry, and the technical level is crucial to the future development of
the participants in this industry. In the future, grain boundary penetration technology, as the
core technology of high-performance REPM manufacturing, is expected to become the
important development direction of manufacturing technology in the REPM market. Besides,
surface treatment technology and equipment will be explored in a more environmentally
friendly and efficient direction.
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Accelerated Industry Concentration: Currently, high-performance REPMs accounted
for less than 50% of the total production volume of REPMs in China. In the future,
manufacturers who lack the core competitiveness and only focus on products of low-
performance REPMs are likely to be eliminated due to the fierce competition in this industry,
while the established participants who master the core technologies and can provide high
quality products are expected to gain more market share.

Challenges

Shortage of High-end Professionals: The REPM market has high requirements on the
capability of innovative talents in developing new products, process design and production
equipment manufacturing. Compared with some international REPM companies, high-end
professionals are still in short supply in China, which is likely to become a bottleneck
restricting the rapid development of the REPM market.

Entry Barriers

Technology and Raw Material Formula: Key technologies and raw material formula
have a great influence on the performance and the quality of REPMs. For example, the grain
boundary penetration technology is used in the manufacturing process of high-performance
NdFeB PMs. This technology enables manufacturers to decrease the consumption of heavy rare
earth, reduce the cost of raw materials and increase the coercivity and the performance of
NdFeB PMs. Additionally, the formula adopted in processing raw material is usually very
confidential to each manufacturer and often determines their product quality. Thus, the key
technologies and raw material processing formula resulted in higher technical barriers for new
enterprises to enter into the REPM market.

Trust in Product Quality and Networking with Downstream Users: As main
significant functional materials, the quality of NdFeB PMs plays an important role in affecting
the performance of products for the end users. In order to gain trusts from customers, NdFeB
PM manufacturers need to offer corresponding longer period of time of operational records to
prove its stability, reliability and follow-up service capabilities. Thus, manufacturers always
cooperate with the downstream customers for a long period of time. On the other hand, once
the capabilities of NdFeB PM manufacturers and their products’ performances are recognized
by these downstream customers, they would not easily replace manufacturers so as to maintain
the stability of product performance. Therefore, it is difficult for the new entrants to establish
long-term and interdependent relationship with the leading participants in downstream
industries.

Rare Earth Supply: The rare earth reserves in China is highly concentrated. Light rare
earth elements are mainly concentrated in the northern China, such as Inner-Mongolia and
Shandong province, while heavy rare earth elements are generally located in the southern
China, such as Jiangxi, Fujian, Hunan and Guangdong. The imbalanced resource distribution
makes it difficult for a new entrant outside of those regions to obtain stable supply of rare
earth, especially during the period when the rare earth prices grow rapidly.
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Raw Material Price Analysis

Average Price Trend of Rare Earth Metals (China), 2015-2025E
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With the rapid increase in new energy vehicle production and the recovery of the global
economy, the demand for REPMs and rare earth has increased continuously in the first half of
2021. The prices of major rare earth species praseodymium, terbium, and dysprosium have
increased significantly. Besides, The Ministry of Industry and Information Technology
issued “Rare Earth Management Regulations” (Draft for Comments) {F 1% H G 6] (BeR =
fi)) , which defined the penalty clauses for companies that violate the regulations for the first
time and demonstrated that China attaches great importance to the healthy development of rare
earth industry. With the strong support from Chinese government and the sharp increase of new
energy vehicle production as well as the recovery of other downstream industries of rare earth,
the price of rare earth grew rapidly in the first half of 2021.

Competitive Landscape of Global and China REPM Market

Top Three REPM Producers by Top Three REPM Producers by
Production Volume (Global), 2020 CAGR of Sales Revenue (Global), 2020
Ranking Company Marlﬁt{?hare Ranking Company
1 Company A 5.9
1 Our Group 33.6
2 Our Group 5.8
3 Company B 3.7
2 Company C 10.4
Top Three 15.4
Others 84.6
3 Company B 8.8
Total 100.0

Source: Annual Report, Frost & Sullivan Analysis
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The global REPM market is relatively fragmented, with the top three REPM producers
accounting for approximately 15.4%. Among all REPM producers worldwide, our Group
ranked second in 2020, in terms of the production volume of REPMs.

In 2020, among all global REPM producers in terms of the CAGR of sales revenue
between 2018 and 2020, our Group ranked first with a CAGR of approximately 33.6% from
2018 to 2020.

Top Three REPM Producers by Top Three REPM Producers by
Sales Revenue (Global), 2020 Sales Revenue (China), 2020
Ranking Company Marl:e‘;ﬂ ;Qhare Ranking Company Marl:e‘;ﬂ ;Qhare
1 Company A 9.9% 1 Company A 12.4%
2 Company E 6.6% 2 Our Group 6.4%
3 Our Group 5.1% 3 Company B 5.7%
Top Three 21.6% Top Three 24.5%
Others 78.4% Others 75.5%
Total 100.0% Total 100.0%

Among all REPM producers worldwide, our Group ranked third in 2020, in terms of sales
revenue of REPMs. Among all REPM producers in China, our Group ranked second in 2020,
in terms of sales revenue of REPMs.

Notes:
(1)  Company A is a listed company that is one of the largest global REPM manufacturers.
(2)  Company B is a national high-tech company specialized in R&D, manufacturing and sales of REPMs.

(3) Company C is one of the national high-tech companies that integrates R&D, production and sales of magnetic
materials.

(4)  Company D is a listed company that committed to R&D and manufacturing of high-end REPMs.

(5) Company E is a listed company in Japan that focuses on producing advanced metal products, components and
materials.
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Top Three REPM Producers by Production
Volume of High-performance REPMs (Global), 2020

Market Share
(%)

Ranking Company

1 Our Group 14.5
2 Company A 8.3
3 Company D 7.7
Top Three 30.5

Note: The production volume are based on the finished products

Source: Annual Report, Frost & Sullivan Analysis

In 2020, among all global REPM producers in terms of production volume of
high-performance REPMs, our Group ranked first with the market share of approximately
14.5%.

Top Three REPM Producers by Sales Revenue of Top Three REPM Producers by Sales Revenue of
High-performance REPMs (Global), 2020 High-performance REPMs (China), 2020
Ranking Company Marl:(:;l?hare Ranking Company Marl:(:;l?hare
1 Company A 17.8% 1 Company A 25.5%
2 Company E 12.9% 2 Our Group 16.9%
3 Our Group 11.7% 3 Company B 14.2%
Top Three 42.4% Top Three 56.6%
Others 57.6% Others 43.4%
Total 100.0% Total 100.0%

Among all global REPM producers in terms of sales revenue of high-performance REPMs
in 2020, our Group ranked third with the market share of approximately 11.7%. Among all
REPM producers in China in terms of sales revenue of high-performance REPMs in 2020, our
Group ranked second with the market share of approximately 16.9%.
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Top Three REPM Producers by Production Volume of Top Three REPM Producers by Production Volume of
REPMs Based on Grain Boundary Penetration Technology REPMs Based on Grain Boundary Penetration Technology
(Global), 2020 (China), 2020
Ranking Company I\‘I“‘ﬂ;‘: ?hare Ranking Company I\‘I“‘ﬂ;‘: ?hare
70 %0
1 Our Group 21.3% 1 Our Group 34.0%
2 Company D 12.9% 2 Company D 20.6%
3 Company A 12.1% 3 Company A 19.3%
Top Three 46.3% Top Three 73.9%
Others 53.7% Others 26.1%
Total 100.0% Total 100.0%

In 2020, our Group applied grain boundary diffusion (“GBD”) technology in producing
4,111 tonnes of REPMs, ranking first in the world’s GBD REPM market with a market share
of approximately 21.3% and 34.0% respectively in the world and in China.

Top Three REPM Producers by Sales Revenue of REPMs Based Top Three REPM Producers by Sales Revenue of REPMs Based
on Grain Boundary Penetration Technology (Global), 2020 on Grain Boundary Penetration Technology (China), 2020
Ranking Company I\'Iarl:el;ﬂ ?hare Ranking Company Marl:e;; .?hare

1 Company A 18.7% 1 Company A 29.6%
2 Our Group 15.9% 2 Our Group 25.1%
3 Company D 13.0% 3 Company D 20.6%
Top Three 47.6% Top Three 75.3%
Others 52.4% Others 24.7%
Total 100.0% Total 100.0%

In 2020, our Group’s sales revenue of REPMs based on grain boundary penetration
technology ranked second in the global GBD REPM market with a market share of
approximately 15.9% and 25.1% respectively in the world and in China.

The concentration of REPMs in downstream new energy passenger vehicle industry is
relatively high. In 2020, among all global REPM producers in terms of number of equipping
new energy passenger vehicles, our Group ranked second with the market share of
approximately 14.5%.

The concentration of REPMs in downstream wind power sector is relatively high. In
2020, among all global REPM producers in terms of installed capacity of PM wind turbine
generators, our Group ranked first with the market share of approximately 40.3%.

Although the global REPM market is relatively fragmented, the application of REPMs in
downstream compressor of energy-saving VFAC market is relatively concentrated. In 2020,
among all global REPM producers in terms of the number of equipping compressors of
energy-saving VFACs, our Group ranked first with the market share of approximately 31.5%.
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OVERVIEW

We are a global leading producer of high-performance rare earth permanent magnets. The
history of our Group can be traced back to 2008 when our ultimate Controlling Shareholders,
namely Mr. Cai Baogui (%¢¥t#), Mr. Hu Zhibin (%1 7&) and Mr. Li Xinnong (),
incorporated our Company in Ganzhou, Jiangxi Province. Our Company started the R&D and
production of high-performance NdFeB PMs for use in wind power generators in 2009 and
2010 respectively and has since expanded our business in emerging sectors. On June 3, 2015,
in preparation for the proposed listing on the NEEQ, the then Shareholders resolved to convert

our Company into a joint stock company with limited liability.

During the period from December 2015 to January 2018, the shares of our Company were
listed on the NEEQ. Having considered our future business strategy and opportunities that can
be offered by Shenzhen Stock Exchange, we de-listed our Company from the NEEQ in January
2018. In the same year, our A Shares were listed on the Shenzhen Stock Exchange.

MILESTONES

The following table summarizes various key milestones in our corporate and business

development.

Month/Year Event

August 2008 We were incorporated as a limited liability company in the PRC
under the name of “Jiangxi Jinli Yongci Technology Co., Ltd.” (VL.
PG4 1K RGO BRAA 7).

June 2009 We started trial production of REPM materials and the R&D of
wind power products.

September 2009 We passed the I1SO9001:2008 quality management system
certification.

March 2010 We became a supplier for Goldwind Technology and became
involved in the wind power field.

April 2010 We passed the ISO14001:2004 environmental management system
certification.

September 2011 We were awarded the title of “High-tech Enterprise” ({55 #4% i 4>

2£) of Jiangxi Province by the Jiangxi government.
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Month/Year

December 2011

July 2012

October 2013

June 2014

June 2015

December 2015

January 2018

September 2018

June 2019

September 2019

November 2019

January 2021

July 2021

November 2021

Event

We became a supplier for Shanghai Haili’s energy-saving variable
frequency air conditioners, and became involved in the

energy-saving variable frequency air conditioner field.

We became a supplier of Bosch, and became involved in the
automobile field.

We were awarded the title of “Key High-tech Enterprise of the
National Torch Program” (% KJEFIHIHE mHM3E) by the
Ministry of Science and Technology of the PRC.

We were awarded the second prize of “Jiangxi Science and
Technology Progress Award” (VLPG & BHEFL i #ELD 48 — S5 48) by
the Jiangxi government.

We were converted into a joint stock company.

We became listed on the NEEQ.

We de-listed from the NEEQ.

We were listed on the ChiNext Market of the Shenzhen Stock
Exchange (stock code: 300748).

We were selected as the sample stocks of Shenzhen Stock
Exchange constituent index (GEFE A5 80 and ChiNext Market
index (BIZEMFEH), and were included in the Shenzhen-Hong
Kong Stock Connect (% i5#H).

We were selected as the sample stocks of FISE Russell Index.

We issued 4,350,000 Convertible Bonds and raised approximately
RMB435 million.

We issued 15,725,922 A Shares to specified investors and raised
approximately RMB521 million.

We scored A in the 2020 listed company information disclosure
assessment of Shenzhen Stock Exchange (&3 FT20204F & b/
AR BB ERE ).

We were selected as a constituent stock of the China A-share
Onshore Index by MSCI.
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OUR SUBSIDIARIES

Our Company has five subsidiaries in the PRC and four subsidiaries overseas. During the
Track Record Period, the revenue contributed by our subsidiaries amounted to 1.2%, 0.5%,
0.3% and 0.2% of the total revenue of the Group. We consider that the following subsidiaries
are of strategical importance to us:

Date of
incorporation and
Place of commencement Principal business
Name of subsidiary  incorporation of business activities
JL MAG Europe Netherlands October 8, 2012 Sales and import and
export of REPM
product, technical
service and consulting
JL MAG Ningbo PRC January 15, 2020 Development, production
Technology and sales of magnetic
material and component
JL MAG Baotou PRC August 18, 2020 Development, production

and sales of magnetic
material and component

MAJOR SHAREHOLDING CHANGES OF OUR COMPANY
Our Incorporation and Controlling Shareholders

Our Company was incorporated in the PRC on August 19, 2008 as a limited liability
company with an initial registered share capital of RMB20,000,000. At the time of
incorporation, our Company was wholly-owned by Ruide Venture, which was in turn owned as
to 40%, 30% and 30% by our ultimate Controlling Shareholders, namely Mr. Cai Baogui, Mr.
Hu Zhibin and Mr. Li Xinnong, respectively.

Ruide Venture is the holding company of our ultimate Controlling Shareholders. In June
2009, as a family arrangement, Mr. Li Xinnong transferred all of his equity interest in Ruide
Venture to his brother Mr. Li Shinong (25 /#£). In December 2009, Mr. Li Shinong transferred
back all of his equity interest in Ruide Venture to Mr. Li Xinnong, and Ruide Venture’s
shareholding structure has remained unchanged since then.

Our ultimate Controlling Shareholders have been acting in concert with each other and
collectively controlled, managed and supervised the entire business, operation, financial and
other material key functions of our Group since the inception. From the inception to December
29, 2009, although our ultimate Controlling Shareholders had not entered into any written
acting in concert agreement, our ultimate Controlling Shareholders were, in fact, acting in
concert. In light of the trust and confidence they have in each other, our ultimate Controlling
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Shareholders have formalized the acting in concert arrangement since December 30, 2009.
Please refer to “Our Ultimate Controlling Shareholders and Parties Acting in Concert — Parties
Acting in Concert” in this section for details.

Since the incorporation, our Company has undertaken a series of capital increases to raise
funds for the development of our business and to bring in new Shareholders to the Company.
The major shareholding changes of our Company are set out below.

1.  Equity transfers and increases of registered share capital between 2008 and 2015

Between 2008 and 2015, we underwent several equity transfers and increases of
registered capital.

Before the incorporation of our Company, our ultimate Controlling Shareholders have
reached an investment agreement with Goldwind Technology and Xitu Mining. In February
2009, to reflect such investment agreement, Ruide Venture transferred 34% and 10% of the
equity interest of our Company at considerations of RMB34,000,000 and RMB 10,000,000 to
Goldwind Technology and Xitu Mining, respectively. The considerations were determined with
reference to the then registered capital and was fully settled on May 24, 2010.

On November 8, 2010, Goldwind Technology transferred all of the equity interest in our
Company to its wholly-owned subsidiary, Goldwind Holdings at the consideration of
RMB34,000,000. Upon completion of the aforementioned share transfers, our Company was
held as to 56%, 34% and 10% by Ruide Venture, Goldwind Holdings and Xitu Mining,
respectively.

On August 17, 2011, one of our employee shareholding platforms, Xinjiang Qianshi (the
predecessor of Ganzhou Qianchang), subscribed for 10% of the equity interest in our Company
at the consideration of RMB20,379,407, of which RMB11,110,000 was credited into increased
registered capital and RMB9,269,407 was credited into the capital reserves.

On June 1, 2015, Xitu Mining transferred all of the equity interest in our Company to its
holding company, Ganzhou Rare Earth at nil consideration. Upon completion of these equity
transfers, the shareholding structure of our Company was as follows:

% of equity
interest of

Name of Shareholder our Company
1. Ruide Venture 50.40%
2. Goldwind Holdings 30.60%
3. Xinjiang Qianshi 10.00%
4. Ganzhou Rare Earth 9.00%
Total 100.00%
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2. Listing on the NEEQ

In order to improve our Company’s management, corporate governance and brand
awareness as well as to obtain alternative financing, in June 2015, our Company decided to
apply for the listing on the NEEQ. In preparation for the proposed listing, on June 3, 2015, the
then shareholders of our Company agreed to convert its net assets into 150,000,000 issued
shares at a nominal value of RMB1.0 each attributable to the then Shareholders in proportions
to their original shareholdings and the remaining net assets was credited into capital reserves.
On June 26, 2015, our Company was converted into a joint stock company and was renamed
as JL MAG RARE-EARTH CO., LTD. (VLVG 4 1K W6 /A FR 2 7). The conversion was
completed on June 26, 2015. On December 18, 2015, all of the 150,000,000 issued shares of
our Company were listed on the NEEQ.

With a view to enhancing the liquidity of the shares of our Company and further
developing our Group’s business, during our Company’s listing on the NEEQ, our Company
underwent four rounds of private placements, details of which are set forth below.

First round private placement

On October 26, 2015, the then Shareholders resolved to offer a total of 16,670,000
shares of our Company to three institutional investors by way of private placement, all of
which are Independent Third Parties. The consideration was determined based on arm’s
length negotiation between the relevant parties with reference to the market value of our
Company and was legally and irrevocably settled on November 6, 2015. The following
table sets out the details of the first round private placement.

Number

Name of the of shares
investor subscribed Price per Share Consideration
1. Jinhe Yongci 8,543,375 RMB4.799 RMB41,000,000
2. Shangqi Delian 7,084,750 RMB4.799 RMB34,000,000
3. Nanche Huasheng 1,041,875 RMB4.799 RMB5,000,000
Total 16,670,000 —  RMB80,000,000

Second round private placement

On February 19, 2016, the then Shareholders resolved to offer a total of 5,000,000
shares of our Company to seven institutional investors by way of private placement, all
of which are Independent Third Parties. The consideration was determined based on arm’s
length negotiation between the relevant parties with reference to the market value of our
Company and was legally and irrevocably settled on February 26, 2016. The following
table sets out the details of the second round private placement.

- 138 —



HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

»

A O

Name of the
investor

CITIC Securities
Huarong

Securities

Cheku Hongcha
Sanying Investment
CICcC

Chengfa
Investment

Huatai Securities

Total

Third round private placement

Number

of shares
subscribed Price per Share Consideration
1,800,000 RMB9.00 RMB16,200,000
1,300,000 RMB9.00 RMB11,700,000
928,222 RMB9.00  RMB&,353,998
515,680 RMB9.00 RMB4,641,120
200,000 RMB9.00 RMB1,800,000
156,098 RMB9.00 RMB1,404,882
100,000 RMB9.00 RMB900,000
5,000,000 -  RMB45,000,000

On September 13, 2016, the then Shareholders resolved to offer a total of
10,387,094 shares of our Company to five institutional investors by way of private

placement, all of which are Independent Third Parties. The consideration was determined

based on arm’s length negotiation between the relevant parties with reference to the

market value of our Company and was legally and irrevocably settled on September 22,

2016. The following table sets out the details of the third round private placement.

A

Name of the
investor

Sino-Belgian Fund
CCB Capital
Homwon Capital
Yancheng Shangqi
Yangzhou Shangqi

Number
of shares
subscribed

3,870,996
3,225,806
1,290,322
1,000,000
1,000,000

Price per Share

RMB15.50
RMB15.50
RMB15.50
RMB15.50
RMB15.50

Consideration

RMB59,999,973
RMB49,999,993
RMB19,999,991
RMB15,500,000
RMB15,500,000

Total

10,387,094

RMB160,999,957
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Fourth round private placement

On November 25, 2016, the then Shareholders resolved to offer a total of 3,855,000
shares of our Company to our certain director, senior management and key employees by
way of private placement, to recognize their contribution and offer share incentive. The
consideration was determined based on arm’s length negotiation between the relevant
parties with reference to the market value of our Company and was legally and
irrevocably settled on December 2, 2016. The following table sets out the details of the
fourth round private placement.

Number
of shares

Name of the investor

Position

subscribed

Price per share

Consideration

Mr. Mao Huayun Deputy general 900,000 RMB4.599  RMB4,139,100
(BE#E) manager
Mr. Lyu Feng (%) Director and 550,000 RMB4.599  RMB2,529,450
vice general
manager
Mr. Lu Ming (fEH) Deputy general 350,000 RMB4.599  RMBI,609,650
manager and
the secretary
of the Board
Ms. Xie Hui () Chief financial 350,000 RMB4.599  RMBI1,609,650
officer
Mr. Huang Changyuan Vice general 300,000 RMB4.599  RMBI1,379,700
(#RTT) manager
Mr. Yu Han (T#) Vice general 300,000 RMB4.599  RMBI1,379,700
manager
7. 20 key employees - 1,105,000 RMB4.599  RMBS5,081,895
Total - 3,855,000 - RMBI17,729,145

After the completion of the four rounds of private placements and on March 21,
2017, the then Shareholders resolved to increase registered capital with capital reserves.
Upon the completion of the increase of registered capital, the registered capital of our
Company increased from RMB185,912,094 to RMB371,824,188.
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3.  De-listing from the NEEQ

In consideration of future strategy and the desire to pursue listing on the Shenzhen Stock
Exchange, on January 25, 2018, our Company was de-listed from the NEEQ.

Since the date of our listing on the NEEQ and up to our de-listing from the NEEQ, we
had not received any notice from the NEEQ alleging any non-compliance incidents on the part
of our Company, and our Directors confirm that we had no instances of non-compliance with
the rules or regulations of the NEEQ or the relevant laws and regulations in the PRC in all
material respects, and to the best knowledge of our Directors after having made all reasonable
enquiries, there is no matter that should be brought to investors’ attention in relation to our
compliance record on the NEEQ.

Further, as advised by our PRC Legal Advisor, our Company (including our subsidiaries)
or our Directors (for the performance of their duties as our Directors) had not been subject to
administrative penalty, administrative supervision measures or self regulatory measures by the
NEEQ, the CSRC or other competent securities regulatory authorities during the period of our
listing on the NEEQ up to our de-listing from the NEEQ.

Based solely on the facts known to the Joint Sponsors through conducting reasonable due
diligence in the circumstances, namely: (a) a review of relevant filings and announcements
published on the website of the NEEQ during the period of our listing on the NEEQ up to our
de-listing from the NEEQ with the assistance of Jingtian & Gongcheng, the PRC legal advisors
to the Joint Sponsors; (b) the Joint Sponsors’ involvement in the CSRC approval process for
the proposed Listing based on the information and documents made available to them; and (c)
the due diligence interview with our PRC Legal Advisor, who has confirmed, from PRC legal
perspective, that our Company (including our subsidiaries) or our Directors (for the
performance of their duties as our Directors) had not been subject to administrative penalty,
administrative supervision measures or self-regulatory measures by the NEEQ, the CSRC or
other competent securities regulatory authorities during the period of our listing on the NEEQ
up to our de-listing from the NEEQ, the Joint Sponsors (on the basis that there were no
misrepresentations or omissions to the Joint Sponsors’ due diligence enquiries) concur with our
Directors’ confirmation that (i) we have been in compliance with all applicable PRC securities
laws and regulations in all material respects during the period of our listing on the NEEQ up
to our de-listing from the NEEQ); and (ii) there are no other material due diligence findings in
relation to our listing on the NEEQ that need to be brought to the attention of the regulators
or our Shareholders.
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4. Listing of A Shares on the Shenzhen Stock Exchange

On September 21, 2018, we completed the initial public offering of our A Shares and
listing on the Shenzhen Stock Exchange (stock code: 300748), involving an issue of
41,600,000 new A Shares. Immediately after the listing of A Shares, the shareholding structure
of our Company was as follows:

% of equity

interest

of the

Name of Shareholder Company

1. Ruide Venture 36.58%
2. Goldwind Holdings 14.51%
3. Xinjiang Qianshi 7.26%
4. Ganzhou Rare Earth 6.53%
5. Yuanzhi Fuhai 6.14%
6. Shangqi Delian 3.43%
7. Jinhe Yongci 2.54%
8. Sino-Belgian Fund 1.87%
9. Ningbo Jinci 1.30%
10.  CITIC Securities 1.04%
11.  Other A Share Shareholders 18.8%
Total 100.00%

Since the listing of our A Shares on the Shenzhen Stock Exchange and up to the Latest
Practicable Date, we had not received any notification from the Shenzhen Stock Exchange
indicating that we were involved in any non-compliance issues.

Since the date of our listing on the Shenzhen Stock Exchange and up to the Latest
Practicable Date, we had not received any notice from the Shenzhen Stock Exchange alleging
any non-compliance incidents on the part of our Company, and our Directors confirm that we
had no instances of non-compliance with the rules or regulations of the Shenzhen Stock
Exchange or the relevant laws and regulations in the PRC in all material respects, and to the
best knowledge of our Directors after having made all reasonable enquiries, there is no matter
that should be brought to investors’ attention in relation to our compliance record on the
Shenzhen Stock Exchange.
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Further, as advised by our PRC Legal Advisor, our Company (including our subsidiaries)
or our Directors (for the performance of their duties as our Directors) had not been subject to
administrative penalty, administrative supervision measures or self regulatory measures by the
Shenzhen Stock Exchange, the CSRC or other competent securities regulatory authorities
during the period of our listing on the Shenzhen Stock Exchange up to the Latest Practicable
Date.

Based solely on the facts known to the Joint Sponsors through conducting reasonable due
diligence in the circumstances, namely: (a) a review of relevant filings and announcements
published on the website of the Shenzhen Stock Exchange during the period of our listing on
the Shenzhen Stock Exchange up to the Latest Practicable Date with the assistance of Jingtian
& Gongcheng, the PRC legal advisors to the Joint Sponsors; (b) the Joint Sponsors’
involvement in the CSRC approval process for the proposed Listing based on the information
and documents made available to them; and (c) the due diligence interview with our PRC Legal
Advisor, who has confirmed, from PRC legal perspective, that our Company (including our
subsidiaries) or our Directors (for the performance of their duties as our Directors) had not
been subject to administrative penalty, administrative supervision measures or self-regulatory
measures by the Shenzhen Stock Exchange, the CSRC or other competent securities regulatory
authorities during the period of our listing on the Shenzhen Stock Exchange up to the Latest
Practicable Date, the Joint Sponsors (on the basis that there were no misrepresentations or
omissions to the Joint Sponsors’ due diligence enquiries) concur with our Directors’
confirmation that (i) we have been in compliance with all applicable PRC securities laws and
regulations in all material respects during the period of our listing on the Shenzhen Stock
Exchange up to the Latest Practicable Date; and (ii) there are no other material due diligence
findings in relation to our listing on the Shenzhen Stock Exchange that need to be brought to
the attention of the regulators or our Shareholders.

5. The issuance of Convertible Bonds in November 2019

In order to further optimize the debt structure, broaden financing channels and satisfy
funding needs of our Company, on November 1, 2019, we completed the public issuance of
convertible bonds of RMB435,000,000 (the “Convertible Bonds”). On November 25, 2019,
the Convertible Bonds were listed on Shenzhen Stock Exchange (bond code: 123033). The
principal terms of the Convertible Bonds are set out as follows:

Issuer Our Company

Subscriber The then Shareholders of our Company and public investors
Offering size RMB435,000,000

Denomination RMB100
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Interest rate

Maturity date
Conversion period

Conversion price

Conversion shares
Redemption at

maturity

Redemption at
the option
of the issuer

Use of proceeds

Voting

Guarantee

First year: 0.4%; second year: 1.0%; third year: 1.5%; fourth year:
2.0%; fifth year: 3.0%; and sixth year: 4.0%

October 31, 2025
From May 7, 2020 to October 31, 2025

RMB41.20 per A Share and not lower than (i) the average trading
price of the A Shares of the twenty trading days before the date of
the Convertible Bonds offering document and (ii) the average
trading price of the trading day before conversion date. Such
conversion price shall be adjusted in the event of increase of share
capital, issuance of new shares and distribution of cash dividend.

A Shares

Unless otherwise converted, each Convertible Bond will be
redeemed by the Issuer at 114% of its principal amount together
with accrued and unpaid interest thereon on the maturity date

During the conversion period, the issuer has the right to redeem
part or all of the Convertible Bonds at its principal amount together
with accrued and unpaid interest if either situation occurred:

(i) during the conversion period, if at least twenty trading day in
thirty consecutive trading days the closing price of the A
Shares is not lower to the 130% of the conversion price; or

(i1) when the total outstanding amount of the unconverted
Convertible Bond is less than RMB30,000,000

RMB309,000,000 shall be used in the upgrade of intelligent
manufacturing factory, and RMB126,000,000 shall be used for
supplementing working capital.

A holder of the Convertible Bonds will be entitled to attend and

vote at meetings of bondholders

No guarantee

— 144 -



HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

On July 29, 2021, the Board resolved to exercise the redemption right to redeem all the
outstanding Convertible Bonds at redemption price of RMB100.83 per Convertible Bond after
close of market on August 30, 2021. Nonetheless, the bondholders are entitled to convert their
Convertible Bonds at the conversion price of RMB25.3 per A Share before close of market on
August 30, 2021. As of August 30, 2021, a total of 4,274,634 Convertible Bonds had been
converted into 16,886,127 A Shares. Upon full redemption of all the outstanding Convertible
Bonds after close of market on August 30, 2021, 75,366 Convertible Bonds were redeemed by
our Company at redemption price of RMB100.83.

6. Adoption of the Restricted Share Incentive Plan

With a view of formalizing our proposal to grant share incentives to eligible management
and employees of our Group, we approved and adopted the Restricted Share Incentive Plan on
August 26, 2020 which was further amended on September 8, 2020. On August 26, 2020 and
September 8, 2020, we approved (i) the grant of 2,541,600 Type I Restricted Shares
(representing 4,066,560 A Shares after the increase of share capital in May 2021) to 218
grantees; (ii) the grant of 5,292,400 Type II Restricted Shares (representing 8,467,840 A Shares
that could be issued and subscribed for) to 219 grantees; and (iii) the reservation of 418,000
Type II Restricted Shares (representing 668,800 A Shares that could be issued and subscribed
for). On October 29, 2020, our Board approved the grant of 200,000 Type II Restricted Shares
(representing 320,000 A Shares that could be issued and subscribed for) (out of the reserved
Type II Restricted Shares as mentioned in (iii) above) to five grantees. On August 26, 2021,
our Board further approved the grant of 348,800 Type II Restricted Shares (representing
348,800 A Shares that could be issued an subscribed for) (out of the reserved Type II Restricted
Shares as mentioned in (iii) above) to seven grantees. The grant price of each of the restricted
shares (including Type I Restricted Shares and Type II Restricted Shares) is RMB21.62. The
grantees are entitled to purchase the restricted shares at such grant price upon the satisfaction
of the granting conditions. As of the Latest Practicable Date, the adjusted grant price is
RMB13.3875 per A share.

The 2,541,600 Type I Restricted Shares are subject to different lock-up periods, starting
from September 22, 2020, being the registration date of the restricted shares under the first
grant, which shall be 12 months, 24 months and 36 months. Accordingly, the Type I Restricted
Shares shall be unlocked and available for disposal during three unlocking periods. Excluding
certain unlocking restrictions under the Restricted Share Incentive Plan, the first unlocking
period shall be from the first trading day after the 12 months anniversary of the registration
date to the last trading day before the 24 months anniversary of the registration date; the second
unlocking period shall be from the first trading day after the 24 months anniversary of the
registration date to the last trading day before the 36 months anniversary of the registration
date; the third unlocking period shall be from the first trading day after the 36 months
anniversary of the registration date to the last trading day before the 48 months anniversary of
the registration date. Please refer to “Appendix V — Statutory and General Information — 4.
Restricted Share Incentive Plan — F. Lock-up period and unlocking arrangement (Type I
Restricted Shares)” for details.
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The 5,292,400 Type II Restricted Shares granted on August 26, 2020 and 200,000 Type
II Restricted Shares granted on October 29, 2020 shall be vested during three vesting periods.
Excluding certain vesting restrictions under the Restricted Share Incentive Plan, the first
vesting period shall be from the first trading day after the 12 months anniversary of the grant
date to the last trading day before the 24 months anniversary of the grant date; the second
vesting period shall be from the first trading day after 24 months anniversary of the grant date
to the last trading day before the 36 months anniversary of the grant date; and the third vesting
period shall be from the first trading day after the 36 months anniversary of the grant date to
the last trading day before the 48 months anniversary of the grant date. Please refer to
“Appendix V — Statutory and General Information — 4. Restricted Share Incentive Plan — G.
Vesting period and arrangement (initially granted Type II Restricted Shares)” for details.

The 348,800 Type II Restricted Shares granted on August 26, 2021 shall be vested during
two vesting periods. Excluding certain vesting restrictions under the Restricted Share Incentive
Plan, the first vesting period shall be from the first trading day after the 12 months anniversary
of the grant date to the last trading day before the 24 months anniversary of the grant date; the
second vesting period shall be from the first trading day after 24 months anniversary of the
grant date to the last trading day before the 36 months anniversary of the grant date. Please
refer to “Appendix V — Statutory and General Information — 4. Restricted Share Incentive Plan
— H. Vesting period and arrangement (reserved Type II Restricted Shares)” for details.

As of November 30, 2021 and pursuant to the Restricted Share Incentive Plan, a total of
4,066,560 restricted A Shares had been issued to the grantees of Type I Restricted Shares, and
a total of 9,100,800 A Shares could be subscribed by and issued to the grantees of Type II
Restricted Shares. As of November 30, 2021, all the restricted shares (including Type I
Restricted Shares and Type II Restricted Shares) under the Restricted Share Incentive Plan
were granted and no restricted shares under the Restricted Share Incentive Plan will be granted
to any grantees after the Listing.
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7. Issuance of A Shares to specified investors

On January 8, 2021, our Company issued an additional 15,725,922 A Shares to eight
institutional investors and three individual investors at RMB33.13 per A Share, all of which are

Independent Third Parties.

On January 11, 2021, the total raised fund received by our Company was
RMB520,999,796, before deducting transaction cost, of which RMB15,725,922 was credited
into increased registered share capital and RMB495,911,254 was credited into capital reserves.
On January 27, 2021, all of such 15,725,922 A Shares were registered and listed on the
Shenzhen Stock Exchange.

The following table sets out the details of the aforementioned A Shares issuance:

W B W N =

Name of the investor

Galaxy Securities

CCBI Asset Management

Jiumu Investment Fund

CITIC Securities

Mr. Liu Shisheng
(BIHAE)

Chitai Xinfu Investment
Fund

Hengli Hengying
Investment Fund

Mr. Zhen Guozhen
(BB )

Zhongjin Lingnan Capital

Xiangtou Investment
Fund

Mr. Zhang Chunyang
(RFE W)

Total

Number of
A Shares Price per Lock-up
subscribed A Share Consideration  period™*"”
6,036,824  RMB33.13 RMB199,999,979.12  Six months
1,811,047 RMB33.13  RMBS59,999,987.11 Six months
1,358,285  RMB33.13  RMB44,999,982.05  Six months
1,237,548  RMB33.13  RMB40,999,965.24  Six months
1,207,364 ~ RMB33.13  RMB39,999,969.32  Six months
1,116,812 RMB33.13  RMB36,999,981.56  Six months
814,971 RMB33.13  RMB26,999,989.23  Six months
603,682  RMB33.13 RMB19,999,984.66  Six months
603,682  RMB33.13 RMB19,999,984.66  Six months
603,682  RMB33.13 RMB19,999,984.66  Six months
332,025  RMB33.13 RMBI10,999,988.25  Six months
15,725,922 - RMB520,999,795.86 -

Note: Such lock-up had already expired as of the Latest Practicable Date.
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8.  Increase in registered capital in May 2021

On April 23, 2021, our Shareholders resolved to distribute cash dividend and increase
share capital with capital reserves. The cash dividend of RMB2.00 for every 10 Shares (total
of RMB86,340,985) was distributed to all Shareholders, and an increase of 6 Shares for every
10 Shares (total of 259,022,953 Shares) was issued pro rata to all Shareholders with capital
reserves in May 2021. As a result of the foregoing events and taking into consideration of the
conversion of Convertible Bonds, on July 19, 2021, our Shareholders resolved to amend our
articles of association and to increase our Company’s registered capital from RMB431,703,964
to RMB690,727,955.

As of the Latest Practicable Date, all of our issued shares were A Shares and were traded
on the Shenzhen Stock Exchange.

As confirmed by our PRC Legal Advisor, the shareholding changes of our Company as
discussed above, including the increases of our registered share capital, the increase of
registered share capital with capital reserves and share issuance and transfers complied with all
applicable PRC laws and regulations.

MAJOR ACQUISITIONS, DISPOSALS AND MERGERS

As of the Latest Practicable Date, our Group did not have any major acquisitions,
disposals or mergers.

OUR ULTIMATE CONTROLLING SHAREHOLDERS AND PARTIES ACTING IN
CONCERT

Parties acting in concert

Our ultimate Controlling Shareholders, namely Mr. Cai Baogui, Mr. Hu Zhibin and Mr.
Li Xinnong, have been acting in concert with each other and collectively controlled, managed
and supervised the entire business, operation, financial and other material key functions of our
Group since the inception. From the inception to December 29, 2009, although our ultimate
Controlling Shareholders did not enter into any written acting in concert agreement, our
ultimate Controlling Shareholders were, in fact, acting in concert. In light of the trust and
confidence they have in each other, our ultimate Controlling Shareholders have formalized the
acting in concert arrangement and signed four acting in concert agreements (the “Acting in
Concert Agreements”) successively upon expiration since December 30, 2009. The Acting in
Concert Agreements have similar terms and essentially have the same effect. The principal
terms of the Acting in Concert Agreements are as follows:

(a) the parties herein shall give unanimous consent, approval or rejection on any other
material issues and decisions in relation to the business of our Group;
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(b) the parties herein consent that Mr. Cai Baogui shall have the right to vote on behalf
of Ruide Venture at the Shareholders’ meeting, provided parties acting in concert

must first reach an agreement before such vote;

(c) except for the situation where Ruide Venture needs to abstain from voting in relation
to connected transaction, Mr. Cai Baogui shall vote in accordance to the agreement
reached among the acting in concert parties; and

(d) except for the situation where Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong
need to abstain from voting in relation to connected transaction, the acting in concert
parties shall vote unanimously in accordance to the agreement reached among

themselves.
Our ultimate Controlling Shareholders

As of November 30, 2021, our ultimate Controlling Shareholders, through Ruide Venture,
Ganzhou Geshuo, Ganzhou Xinsheng and their respective direct shareholding, held
approximately 34.42% of our total issued Shares. In addition, two of our ultimate Controlling
Shareholders, namely Mr. Cai Baogui and Mr. Hu Zhibin, directly held approximately 0.09%
and 0.13% of the total issued Shares, respectively.

Ganzhou Qianchang

Ganzhou Qianchang was a limited partnership established under the laws of the PRC on
August 10, 2011 as our employee shareholding platform. The partnership information of
Ganzhou Qianchang before the Cancellation (as defined below) is set out below:

Partnership Background information
Partners Type interest held of partners

1. Ganzhou Huirui General partner 5.81% Limited partnership established for the
purpose of providing incentives to our
Directors, senior management and key
management.

2. Ganzhou Geshuo Limited partner 46.05% Shareholding platform of two of our
ultimate Controlling Shareholders
(namely Mr. Hu Zhibin and Mr. Li
Xinnong) in which Mr. Li is the general
partner who holds 39% of the
partnership interest therein, while Mr.
Hu is the limited partner who holds
61% of the partnership interest therein.
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Partnership Background information
Partners Type interest held of partners

3. Ganzhou Xinsheng Limited partner 30.65% Shareholding platform of two of our
ultimate Controlling Shareholders
(namely Mr. Cai Baogui and Mr. Hu
Zhibin), in which Mr. Cai is the general
partner who holds 89.12% of the
partnership interest therein, while Mr.
Hu is the limited partner who holds
10.88% of the partnership interest

therein.
4. Qianyi Investment, Limited partners 17.49% Three limited partnerships established
Ganzhou Benhui and (in aggregate) for the purpose of providing incentives
Qianrui Investment to our Directors, senior management

and key management.

Total 100%

Since the general partner of Ganzhou Qianchang is Ganzhou Huirui but not any of the
ultimate Controlling Shareholders or entities controlled by any of them, our ultimate
Controlling Shareholders do not have control over Ganzhou Qianchang. Therefore, the ultimate
Controlling Shareholders were not regarded as having control (direct or indirect) over the
voting rights in our Company held by Gangzhou Qianchang, notwithstanding their indirect
stake therein.

Ganzhou Qianchang’s business registration was expired on August 9, 2021 and its
partnership and business registration was cancelled on September 24, 2021 (the
“Cancelation”). As a result of the Cancelation, the Shares held by Ganzhou Qianchang were
distributed to, and hence directly held by, the partners of Ganzhou Qianchang, namely (i)
Gangzhou Geshuo, (ii) Gangzhou Xinsheng, and (iii) the Employee Incentive Platforms, in
proportion to their respective partnership interests in Ganzhou Qianchang before the
Cancelation.
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CORPORATE STRUCTURE

Corporate structure before the Global Offering

The following diagram illustrates the simplified corporate and shareholding structure of

our Company immediately prior to the completion of the Global Offering.
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Ganzhou Geshuo is a shareholding platform of Mr. Hu Zhibin and Mr. Li Xinnong. Mr. Li is the general partner
of Ganzhou Geshuo and owns 39% of the equity interest of Ganzhou Geshuo. Mr. Hu is the limited partner
of Ganzhou Geshuo and owns 61% of the equity interest of Ganzhou Geshuo.

Ganzhou Xinsheng is a shareholding platform of Mr. Cai Baogui and Mr. Hu Zhibin. Mr. Cai is the general
partner of Ganzhou Xinsheng and owns 89.12% of the equity interest of Ganzhou Xinsheng. Mr. Hu is the
limited partner of Ganzhou Xinsheng and owns 10.88% of the equity interest of Ganzhou Xinsheng.

Goldwind Holdings is wholly-owned by Goldwind Technology, a Shenzhen Stock Exchange and Hong Kong
Stock Exchange listed company.

Ganzhou Rare Earth is a state-owned limited liability company and controlled by Ganzhou State-owned Assets
Supervision and Administration Commission (#JN 77 B7G & & BB EMZ o).

Employee Shareholding Platforms refer to four limited liability partnerships, namely Qianyi Investment,
Ganzhou Benhui, Ganzhou Huirui and Qianrui Investment, which were established for the purpose of
providing incentives to our Directors, senior management and key employees. With respect to Qianyi
Investment, Mr. Luo Muhua is the general partner and Ms. Xie Hui, Mr. Liu Lujun, Mr. Chu Yinhe, Mr. Wang
Yinghai, Mr. Li Xiuguo, Mr. Ma Yankui, Mr. Deng Chengzhi, Mr. Wu Haiming, Mr. Zhan Yijie, Mr. Huang
Zhaoming, Mr. Li Wei, Mr. Song Shaoyong, Mr. Lai Luosheng, Mr. Lai Xunlong, Mr. Qiu Kequan, Mr. Yang
Jinyuan, Mr. Xiao Wenming, Mr. Chi Fujun, Mr. Guo Changhong, Mr. Liu Yong, Ms. He Yanfeng, Mr. Chen
Jianhui, Ms. Li Mei, Mr. Huang Xin and Mr. Wu Haoming are the limited partners. With respect to Ganzhou
Benhui, Mr. Mao Huayun is the general partner and owns 51.75% of the equity interest and Mr. Huang
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Changyuan is the limited partner and owns 48.25% of the equity interest. With respect to Ganzhou Huirui, Mr.
Lyu Feng is the general partner and owns 50% of the equity interest and Mr. Lu Ming is the limited partner
and owns 50% of the equity interest. With respect to Qianrui Investment, Mr. Wang Shuilong is the general
partner and Mr. Yu Han, Mr. Su Quan, Ms. Liu Qiujun, Mr. Yue Chongbin, Mr. Wang Fu, Ms. Sun Yixia, Mr.
Xu Jianqing, Mr. Jiang Yingqing, Mr. Zhou Tiefu, Mr. Huang Weifang, Mr. Xu Xinmin, Ms. Guo Chunlan, Ms.
Zeng Guangyu, Mr. Li Shengxiang, Mr. Yang Guisheng, Mr. Chen Yankui, Mr. Ye Pingyu, Mr. Chen Yunpeng,
Mr. Qiu Molong, Mr. Guan Yuyun, Mr. Zhang Sunming, Mr. Peng Wenbiao, Mr. Liao Mingjiang and Mr. Wang
Kaiyou are the limited partners. As of November 30, 2021, our Company was owned as to 0.45%, 0.41%,
0.39% and 0.33% by Qianyi Investment, Ganzhou Benhui, Ganzhou Huirui and Qianrui Investment,
respectively.

(6) As of November 30, 2021, there were approximately 54,042 other individual or institutional A Share
Shareholders. Except for HKSCC, which as trustee holds approximately 4.96% of the equity interest of our
Company on behalf of investors in Hong Kong and overseas pursuant to the rules and limits of Shenzhen-Hong
Kong Stock Connect, none of the rest of the other A Share Shareholders hold more than 1% of the equity
interest of our Company. Except for Mr. Lyu Feng, an executive Director who controls 2,787,264 A Shares
through Ganzhou Huirui and directly owns 1,598,080 A Shares, representing 0.62% of the equity interest of
our Company, none of the other A Share Shareholders are core connected persons (as defined under the Listing
Rules) of our Company and shall be counted into the public float.

(7)  The remaining 15% of the total issued and outstanding shares of JL MAG Europe is held by Hest B.V., which
is owned by H.A.A Stienen, the sole managing director of JL MAG Europe, and his spouse.

(8)  The remaining 20% of the equity interest of JL MAG Bonded Magnet is held by You Zhenggang (i IF- i), the
deputy general manager of JL MAG Bonded Magnet.

Corporate structure immediately following the Global Offering

The following diagram illustrates the corporate and shareholding structure of the
Company immediately following the completion of the Global Offering (assuming the
Over-allotment Option is not exercised).
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(1) - (8) See notes (1) to (8) of the simplified corporate structure under the section headed “— Corporate Structure
— Corporate structure before the Global Offering” above for details.
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Public Float

The 284,431,600 A Shares held by Ruide Venture, Ganzhou Geshuo, Ganzhou Xinsheng,
Ganzhou Huirui, Mr. Cai Baogui, Mr. Hu Zhibin, Mr. Li Xinnong and Mr. Lyu Feng as of
November 30, 2021 will not be considered as part of the public float upon the Listing since
they will be considered as our Company’s core connected persons (as defined in the Listing
Rules). As none of Goldwind Holdings, Ganzhou Rare Earth, Qianyi Investment, Ganzhou
Benhui, Qianrui Investment and other A Share Shareholders (except for Mr. Lyu Feng), on the
basis of their current shareholding and structure, is expected to be a core connected person of
our Company, the A Shares (representing approximately 50.99% of our Company’s total issued
Share, assuming the Over-allotment Option is not exercised) held by them are expected to be
counted towards the public float for the purpose of Rule 8.08 of the Listing Rules upon the
Listing. As such, it is expected the upon the Listing, our Company will be able to meet the
minimum public float requirement under Rule 8.08(1)(b).

Reasons for the Listing

Our Company is seeking a listing of its H Shares on the Stock Exchange in order to
provide further capital for the development and expansion of the Company’s business, to
strengthen the Company’s working capital and to further strengthen our business profile and
global presence, as described in more details in “Future Plans and Use of Proceeds” in this
Prospectus.
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OVERVIEW

We are a leading producer of high-performance rare earth permanent magnets. We ranked
first in the world by high-performance REPM production volume in 2020 with a market share
of approximately 14.5%, according to Frost & Sullivan. In particular, we applied GBD
technology in producing 4,111 tonnes of high-performance REPMs in 2020, ranking first in the
world’s GBD REPM market with a market share of approximately 21.3%, according to Frost
& Sullivan. Since our establishment, we have focused on the R&D, production and sales of
high-performance NdFeB PMs used globally in the fields of new energy, energy conservation
and environmental protection. Our products have a wide array of applications in NEVs and
automotive parts, PM wind turbine generators, energy-saving VFACs and other sectors. We
believe that, by leveraging our large production capacity, high-quality product offerings,
outstanding R&D capabilities, proprietary technologies and strong product delivery capability,
we are able to effectively address the needs of, and forge cooperative relationships with, our
customers, including global leaders in their respective industries.

We believe that we are well-positioned in a booming industry to capitalize on the strong
growth prospects in the downstream industries as the world consensus on global climate
change leads to carbon reduction as a key dimension of environmental protection. In response
to climate change, governments in the world are taking active actions to promote new energy
and reduce carbon emission. Specifically, China plans to reach carbon peak by 2030 and carbon
neutrality by 2060. REPMs embody an inherent advantage in reducing carbon emission.
According to Frost & Sullivan, over 50% of the global electricity is consumed by electric
motors, and REPM electric motors could save up to 15% to 20% of energy compared with
traditional electric motors. Moreover, the application of REPMs enables variable-frequency
household appliances, NEVs and automotive parts and 3C intelligent electronic products to be
more lightweight and miniaturized, which is in line with consumers’ preference. According to
Frost & Sullivan, the global consumption of REPMs, mostly comprising NdFeB PMs,
increased from approximately 146,600 tonnes in 2015 to 209,500 tonnes in 2020 and is
expected to further increase to 305,200 tonnes in 2025.

We started the R&D and production of high-performance NdFeB PMs for use in wind
power generators in 2009 and 2010, respectively, and have since expanded our business in
emerging sectors that have achieved robust growth in recent years and still hold significant
potential for future growth. We are committed to facilitating the pursuit of carbon peak and
carbon neutrality both in China and around the world through our production and provision of
high-performance NdFeB PMs, guided by our mission of “Employing rare earth to create better
life”. We uphold our core value of “Customer Orientation and Value Co-creation” and aim to
achieve “leading technology, reliable quality, on-time delivery, upgraded management
(service), capital facilitation and transformational development”. Under the leadership of our
management team with deep industry background and extensive management and operational
experience, we have become a critical supplier in the supply chain systems of leading
companies in multiple carbon-reduction sectors. We are striving to reinforce our established
market presence and become the No. 1 global leader in the REPM market, according to Frost
& Sullivan.
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We produce customized high-performance NdFeB PMs based on purchase orders from
our customers. Our production capabilities cover the entire production cycle of high-
performance NdFeB PMs including R&D, mold development and manufacturing, blank
production, finished product processing, surface treatment, magnetization, testing,
manufacturing of magnetic component parts and packaging, which enables us to carry out
comprehensive control and management of the entire process flow. In anticipation of the
substantial growth of our downstream sectors, we have strategically scaled up our production
capacity during the Track Record Period. Our annual production capacity of high-performance
NdFeB PM blanks increased from 7,000 tonnes in 2018 to 8,800 tonnes in 2019, and further
to 12,800 tonnes in 2020, representing a CAGR of 35.2% from 2018 to 2020.

We have secured the supply of raw materials through forging long-term and stable
strategic cooperations with major rare earth suppliers. Among our suppliers, China Southern
Rare Earth was the second largest rare earth mining group in China by annual rare earth mining
quota which was 42,450 tonnes in 2021, accounting for approximately 25.3% of the national
mining quota in the same year. Its output mainly comprises medium and heavy rare earth.
China Southern Rare Earth was among our five largest suppliers during the Track Record
Period.

We have strong R&D capabilities for production optimization and global-leading
proprietary technologies. We optimize product formulations to help our customers in the wind
power sector reduce their production costs through lowering the medium and heavy rare earth
added in the production of high-performance NdFeB PMs. On the other hand, our GBD
technology, which is one of the most advanced technologies in global REPM industry and is
currently applied by less than ten REPM manufacturers in the world, according to Frost &
Sullivan, can significantly reduce the use of medium and heavy rare earth in the production of
high-performance NdFeB PMs used in NEVs, energy-saving VFACs and other downstream
products, thereby reducing raw material costs while maintaining high performance at high
working temperatures. GBD technology is widely applied in the production of our high-
performance NdFeB PM finished products in energy-saving VFACs sector and NEVs and
automotive parts sector as production of high-performance NdFeB PMs in these sectors
requires higher usage of medium and heavy rare earth as compared to production of
high-performance NdFeB PMs in other sectors, and is also applied in the production of certain
high-performance NdFeB PM finished products in 3C sector. In 2020, we applied GBD
technology in producing 4,111 tonnes of high-performance REPMs, ranking first in the world’s
GBD REPM market with a market share of approximately 21.3%, according to Frost &
Sullivan.

During the Track Record Period, we achieved rapid financial growth and high levels of
ROE. Our revenue increased from RMB1,282.0 million in 2018 to RMB1,630.1 million in 2019
and further to RMB2,288.7 million in 2020, representing a CAGR of 33.6% from 2018 to 2020.
In 2020, our weighted ROE was 17.1%.
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COMPETITIVE STRENGTHS

We believe that the following strengths contribute to our growth and differentiate us from
our competitors:

Global leading producer of high-performance REPMs with fast growth

We are a leading producer of high-performance REPMs. We ranked first in the world by
high-performance REPM production volume of 9,612.9 tonnes in 2020 according to Frost &
Sullivan. In particular, we applied GBD technology in producing 4,111 tonnes of high-
performance REPMs in 2020, ranking first in the world’s GBD REPM market with a market
share of approximately 21.3%, according to Frost & Sullivan. Leveraging our large production
capacity, outstanding R&D capabilities, proprietary technologies and strong product delivery
capability, we have established a market-leading position in each of the following key
downstream sectors, according to Frost & Sullivan:

. New energy vehicles. We are a global leading supplier of high-performance NdFeB
PMs used for the production of NEVs and automotive parts. In 2020, we ranked
second globally by the number of passenger NEVs that use our high-performance
NdFeB PMs. In 2020, the REPMs that we dispatched into the NEV sector were
sufficient for the making of approximately 450,000 NEV drive motors for equipping
the same number of passenger NEVs, equal to approximately 14.5% of the total
number of NEVs produced globally in the same year. Our high-performance NdFeB
PMs were used for producing drive motors and automotive parts for four of the top
five NEV producers in the world in 2020. We sell our products directly to the global
No. 1 NEV producer by 2020 market share and also directly to BYD. In addition,
SAIC Motor, NIO, and Li Auto are among our end-users. We have also been certified
as a high-performance NdFeB PMs supplier to the NEV platforms of Volkswagen
and General Motors.

. Wind power. We are the largest supplier globally of high-performance NdFeB PMs
used in the wind generator turbines in 2020 by newly installed capacity. Our
high-performance REPMs dispatched to the wind power sector in 2020 were
sufficient for the production of PM wind turbine generators with an approximate
aggregate installed capacity of 10 GW, equal to approximately 40% of the global PM
wind power newly installed capacity in the same year. Our major customers in the
wind power sector include leading players such as Goldwind and Siemens Gamesa.

. Energy-saving variable frequency air-conditioners. We are the largest supplier
globally of high-performance NdFeB PMs used for the production of energy-saving
VFACs in 2020. We ranked first in the world by the number of energy-saving VFAC
compressors equipped with high-performance NdFeB PMs produced by us with a
market share of approximately 31.5% in 2020. Our major customers include leading
industry players such as Midea, Gree, Shanghai Highly and Guangzhou Mitsubishi.

— 156 —



BUSINESS

In anticipation of the substantial growth of our downstream sectors, we have strategically
scaled up our production capacity during the Track Record Period. Our annual production
capacity of high-performance NdFeB PM blanks increased from 7,000 tonnes in 2018 to 8,800
tonnes in 2019 and further to 12,800 tonnes in 2020, representing a CAGR of 35.2%.
Large-scale production has enabled us to realize economies of scale and achieve cost-effective
production. Our profitability and overall competitiveness are enhanced due to higher
production efficiency and reduced costs, thereby further consolidating our leading position in
the high-performance NdFeB PM market.

We are in the process of further expanding our production capacity. Our annual
production capacity is expected to reach 23,000 tonnes of high-performance NdFeB PM blanks
in 2022 and 40,000 tonnes of high-performance NdFeB PM blanks by 2025 through the
upgrade and expansions of our existing production bases in Ganzhou and our new production
bases in Baotou and Ningbo. The completion-based check and acceptance of construction for
our Baotou Production Base was completed in December 2021 and our Baotou Production Base
is expected to commence operation by the end of 2021 with a designed production capacity of
8,000 tonnes per annum of high-performance NdFeB PM blanks. We also plan to commence
the construction of our Ningbo Production Base by the end of 2021, which is expected to
commence operation by the end of 2023 with a designed production capacity of 3,000 tonnes
of high-performance NdFeB PM blanks and 100 million units/sets of high-performance NdFeB
PM component parts per annum. These two new production bases are expected to help us
further strengthen our production capabilities, enrich our products portfolio and improve our
overall competitiveness and profitability. In addition, we plan to further expand our production

capacity through the future construction of Phase II of the Baotou Production Base.

We achieved rapid growth during the Track Record Period. Our revenue grew at a CAGR
of 33.6% from 2018 to 2020. We believe that our leading position in the REPM industry
positions us well to capitalize on the strong growth potential in the REPM market in China and
globally.

In-depth cooperation with top player customers in new energy and energy saving
industries that enables us to capture growing downstream demand

Benefiting from the global trends of carbon emission reduction, our main downstream
sectors are experiencing fast growth, which translates into strong and increasing demand for
our products.

. New energy vehicles: In 2020, the State Council announced the Development Plan
for The New Energy Vehicle Industry (2021-2035), which envisions NEVs to
account for 20% of China’s total sales of vehicles by 2025. Supportive government
policies stimulated the development of NEVs in China. The sales volume of
passenger NEVs in China grew at a CAGR of 43.0% from 2015 to 2020 and is
expected to continue to grow at a CAGR of 30.3% from 2020 to 2025. In recent
years, the rapid increase in sales of NEVs has led to a surge in the consumption of
high-performance NdFeB PMs. The consumption volume of high-performance
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NdFeB PMs in the NEV industry in China increased from approximately 700 tonnes
in 2015 to approximately 4,060 tonnes in 2020, representing a CAGR of 42.3%, and
is expected to reach approximately 16,300 tonnes in 2025, representing a CAGR of
32.1% from 2020 to 2025.

Globally, the sales volume of passenger NEVs is expected to grow at a CAGR of
45.1% from 2020 to 2025, reaching approximately 11.3 million in 2025. According
to Frost & Sullivan, the global consumption volume of high-performance NdFeB
PMs in the NEV industry increased from approximately 1,480 tonnes in 2015 to
approximately 9,760 tonnes in 2020, representing a CAGR of 45.9%, and is
expected to reach approximately 37,510 tonnes in 2025, representing a CAGR of
30.9% from 2020 to 2025.

Wind power: The PRC government promotes wind power as an important element
for the achievement of carbon neutrality. During the “14th Five-Year Plan” period,
newly installed electricity generation capacity in China will exceed S0GW per
annum on average. The newly installed electricity generation capacity of wind
power in China increased from 33.0 GW in 2015 to 52 GW in 2020 and is expected
to reach 62.3 GW in 2025. Compared with double fed induction generators, PM
wind turbines equipped with high-performance NdFeB PMs generally have simpler
structures, lower operation and maintenance costs, longer service life, better
performance of grid connection and higher efficiency of power generation, and are
more efficient to operate in a low wind speed environment. The penetration rate of
REPM motors will gradually increase leading to a robust increase in consumption of
high-performance NdFeB PMs. The domestic consumption volume of high-
performance NdFeB PMs used for wind turbine generators increased from
approximately 4,870 tonnes in 2015 to approximately 9,100 tonnes in 2020 and is
expected to further increase to approximately 16,820 tonnes in 2025.

According to Frost & Sullivan, from 2015 to 2020, the global newly installed
electricity generation capacity of wind power increased from 63.8 GW to 93.0 GW,
and is expected to reach 112.2 GW in 2025; accordingly, the global consumption of
high-performance NdFeB PMs increased from approximately 7,170 tonnes in 2015
to approximately 12,880 tonnes in 2020 and will achieve approximately 19,620
tonnes in 2025.

Energy-saving variable frequency air-conditioners: Compared with fixed-
frequency air-conditioners, energy-saving VFACs are more energy efficient and
have a longer service life. In 2020, the PRC government implemented the Limited
Values and Grades of Energy Efficiency for Room Air Conditioners ( {5 [ %% &
i PR AE AL PR E (I AEALS5 8]k ) ), which requires the overall energy efficiency
standard of air-conditioner industry to increase by 30% by 2022, while only
energy-saving VFACs using high-performance sintered NdFeB PMs can meet the
requirements of the new standard, according to Frost & Sullivan. The production
volume of energy-saving VFACs in China increased from 38.6 million in 2015 to
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83.4 million in 2020 and is expected to reach 177.3 million in 2025. The
consumption of high-performance NdFeB PMs in energy-saving VFACs has
increased accordingly. The domestic consumption volume of high-performance
NdFeB PMs in the energy-saving VFAC sector increased from approximately 3,860
tonnes in 2015 to approximately 8,340 tonnes in 2020 and is expected to reach
approximately 17,730 tonnes in 2025.

The global production of energy-saving VFACs grew from 71.3 million units in
2018 to 99.3 million units in 2020 and is expected to reach 214.5 million units by
2025. According to Frost & Sullivan, the global consumption of high-performance
NdFeB PMs in the energy-saving VFACs industry increased from approximately
6,300 tonnes in 2018 to approximately 9,120 tonnes in 2020 and is expected to reach
approximately 19,700 tonnes in 2025.

. Others: To capture other emerging demands for high-performance NdFeB PMs, we
proactively expanded our business and have become a supplier of high-performance
NdFeB PMs to leading customers in other fields such as 3C, energy-saving
elevators, robotics and intelligent manufacturing and rail transit.

We have forged close cooperation relationships with our major customers that are top-tier
players in their respective sectors. Leveraging our large production scale, high-quality product
offerings, outstanding R&D capabilities, proprietary technologies and strong product delivery
capability, we have entered into the supply chain systems of many global leading companies
in our downstream sectors. In 2020, our major customers included four of the top five players
in the global NEV sector by sales volume in 2020, three of the top five players in the global
wind power sector by 2020 newly added installed capacity and the top two household
air-conditioner producers by production volume in China. In addition, in the 3C, energy-saving
elevators, robotics and intelligent manufacturing, rail transit and other sectors, we have entered
into the supply chain systems of a number of top-tier customers, including Bosch Rexroth and
Kone Elevator. Our strong and integrated relationships with the top players in each of these
sectors place us at a strategically advantaged position to capture the growing demand
therefrom.

First-mover advantage in the REPM industry characterized by customer stickiness and
high entry barriers

The REPM industry is characterized by strong customer stickiness and high entry
barriers. REPM producers are expected to meet downstream customers’ specific requirements
on product characteristics, quality, quantity and delivery time. We leverage our professional
and technical expertise in high-performance NdFeB PMs to participate in the new product
design of our customers, assisting our customers to optimize their products’ performance and
reduce production cost and providing comprehensive technical solutions on high-performance
NdFeB PMs to our customers from as early as the design stage of their products. Downstream
customers have varied requirements to produce their end products, and we exhibit high
responsiveness to our clients’ specialized needs of producing non-standardized products
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through our ability to fulfill customers’ requirements. Our strong R&D capacity, supplemented
with execution capability and quality control have enabled us to constantly meet the standards
set by our customers, which in turn has contributed to our success in building and maintaining
solid relationships with them.

We keep substantially the entire manufacturing process in-house and implement a strict
quality management system. We continue to improve our lean production capability and strive
to satisfy our customers’ needs by leveraging our product delivery capability and production
efficiency. As we generally do not outsource the production step to any sub-contractors, we are
in a better position to conduct quality control, and carry out production as scheduled.

The REPM industry also poses high entry barriers in terms of customers’ accreditation.
High-performance NdFeB PMs are important functional materials in the relevant industries.
The quality of NdFeB PMs has a significant impact on the performance and quality of the
customers’ final products. Once the cooperation is established, our customers tend not to
change their supplier easily. Therefore, new entrants to the REPM industry without proven
track record may have difficulty in becoming qualified suppliers to leading players in
downstream industries within a short period of time or at all. Because of the high barriers in
customers’ accreditation, our status as an accredited supplier of many leading customers
demonstrates our consistently high product quality and leadership in the REPM industry. We
believe that our tested relationships with existing top-tier customers enhance our brand
recognition and reputation, enabling us to leverage the first-mover advantage to secure our
established leading position in the industry and further expand the customer base.

Strong R&D capabilities for production optimization and global-leading GBD
technologies

The production of high-performance NdFeB PMs has high technical barriers. The
production and supply of high-performance NdFeB PMs used for the production of energy-
saving VFACs and NEVs and automotive parts require the use of our proprietary GBD
technology, which enables us to reduce the use of medium and heavy rare earth while
maintaining the high performance of our NdFeB PMs and develop high-grade products. We
have mastered six systems of self-owned core technologies and patents with GBD technology
at its core, including GBD technology, formulation system, grain refinement technology,
primary molding technology, production automation technology, and new coating technology
with high temperature resistance and corrosion resistance. Among them, we have applied for
the authorization of a number of domestic and foreign invention patents for the GBD
technology.
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On one hand, we optimize the formulations to help our customers in the wind power
sector reduce their production costs through lowering the medium and heavy rare earth added
in the production of high-performance NdFeB PMs. On the other hand, we keep improving the
performance of our products used for the production of high-speed spinning motors such as the
motors of NEVs and energy-saving VFACs. We are capable of employing the GBD technology
to achieve mass production and develop high-grade products that substantially reduces the use
of medium and heavy rare earth while maintaining high performance. GBD technology is
widely applied in the production of our high-performance NdFeB PM finished products in
energy-saving VFACs sector and NEVs and automotive parts sector as production of
high-performance NdFeB PMs in these sectors requires higher usage of medium and heavy rare
earth as compared to production of high-performance NdFeB PMs in other sectors, and is also
applied in the production of certain high-performance NdFeB PM finished products in 3C
sector. According to Frost & Sullivan, the GBD technology can generally reduce the use of
medium and heavy rare earth by 50% to 70%. In 2020, we completed the assessment of “key
technological research and industrialization of high temperature resistant, high-performance
REPM of light and heavy rare earth”. According to the comprehensive evaluation by the China
Rare Earth Society (HHEI# 1-#%) and the industry experts, the composition and
manufacturing technology of high temperature resistant and high-performance sintered NdFeB
material developed by us, significantly reduce the amount of medium and heavy rare earth,
serving as a critical support for downstream industrial development and conservation of rare
earth resources.

In 2018, 2019 and 2020, we applied GBD technology in the process of producing
approximately 1,200 tonnes, 2,100 tonnes and 4,111 tonnes of high-performance REPMs
respectively. The production capacity applying GBD technology has doubled and will achieve
further growth in the future. The application of GBD technology results in a high gross margin.
For example, in 2020, the gross profit margin of producing high-performance NdFeB PMs for
equipping energy-saving VFACs was approximately 24.0%.

We collaborated with Central Iron & Steel Research Institute (SHSAF7C44F%) and
Nanchang University of Aeronautics (F§ &% K£) to conduct industry-academia researches.
We have completed two national-level scientific research projects under the 863 Program (863
JHH) and four Jiangxi provincial-level science and technology projects. Our R&D team
comprised over 200 personnel as of June 30, 2021. Our R&D expenses incurred in the year
ended December 31, 2018, 2019 and 2020 were RMB55.1 million, RMB63.2 million and
RMB103.2 million, exceeding three percent of our total revenue.

Long-term and stable strategic cooperation with major rare earth suppliers

We have maintained long-term and firm strategic cooperation with major rare earth
suppliers. Five out of the six rare earth groups in China are our rare earth suppliers. Among our
suppliers, China Southern Rare Earth was the second largest rare earth mining group in China
by annual rare earth mining quota which was 42,450 tonnes in 2021, accounting for
approximately 25.3% of the national mining quota in the same year. Its output mainly
comprises medium and heavy rare earth. China Southern Rare Earth was among our five largest
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suppliers during the Track Record Period. Moreover, we have established firm and strategic
cooperative relationship with key rare earth suppliers such as China Southern Rare Earth and
China Northern Rare Earth to ensure the long-term and stable supply of rare earth.

In China, light rare earth mines are mainly located in Baotou of the Inner Mongolia
Autonomous Region while medium and heavy rare earth deposits are mainly located in
southern regions, including Ganzhou, Jiangxi, according to Frost & Sullivan. As a result, our
premises in Ganzhou and Baotou endow us with cost advantage, convenient delivery and the
stable and reliable supply of rare earth materials. We purchase rare earth in advance based on
orders from our customers, maintain a safety inventory of rare earth with competitive price
based on our anticipation of increases in market price of rare earth, establish mechanism of
price adjustment with our major customers and optimize formulation and processing
technology, which enables us to mitigate the impact of fluctuations in rare earth prices on our
operating results.

Highly experienced and committed management team with visionary leadership and
proven execution capabilities

Our proven track record of successful operations and our leading market position bears
testament to our management team’s leadership and execution prowess. Founded in 2008, we
constantly expanded our business presence in the then emerging sectors under the leadership
of our management with a focus on R&D and production of high-performance NdFeB PMs.
From 2008, we focused our efforts on facility construction in preparation for large-scale
production, technological advancement to meet technical specification of downstream
customers, and establishing cooperation with industry-leading customers through undergoing
long-term and strict accreditation processes, which laid a solid foundation for our subsequent
business expansion. We started to produce high-performance NdFeB PMs used for the
production of wind turbines in 2010, energy-saving VFACs in 2011 and NEVS and component
parts in 2012. Our revenue in the aforementioned sectors have exhibited a generally upward
trend during the Track Record Period. We will continue to explore high-end markets such as
robotics, intelligent manufacturing and energy-saving elevators. We have started mass
production and sales of high-performance NdFeB PMs in 3C field and exploration in new
sectors such as rail transit.

Led by our visionary Chairman and president, Mr. Cai Baogui, we have a deep bench of
highly qualified core management team with complementary strengths. Primarily responsible
for the overall strategic planning and business development of the Company, and making major
strategic decisions, Mr. Cai has over 15 years of experience in corporate management and
operation. Mr. Lyu Feng, our vice chairman and vice president, has approximately 10 years of
experience in REPM industry. Ms. Xie Hui, our finance director, has over 20 years of
experience in financial management. Mr. Lu Ming, our vice president and secretary to the
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Board, has over 15 years of experience in investment, financing and capital operation. Mr.
Huang Changyuan, our vice president, has over 15 years of experience in business and
marketing. Our R&D team is led by two provincial level scientific and technological talents.
Mr. Mao Huayun, our vice president, has 20 years of technical experience in the field of
magnetic materials and has won three Scientific and Technological Awards each in Shanghai,
Ganzhou, and at provincial-level in Zhejiang. Mr. Yi Pengpeng, our vice president, is a
certified senior engineer by Zhejiang Province and was appraised as the talent of Jiangxi
Thousand Talent Program (“T A##]”). Our senior management team contributes to the stable
development of the Company through their long tenure and accountability. The dedicated and
stable management team is essential in nurturing corporate loyalty and identity. With their deep
insights and familiarity with the company, they are able to formulate growth and development
strategies that complement our mission and vision.

Our management is supported by a dedicated and well-incentivized team of employees.
Historically, we have issued new shares in 2011 and 2016 and implemented a Restricted Share
Incentive Plan in 2020 to attract, motivate and retain our employees, resulting in boosted
financial performance of our team, as our assessment of performance is measured by net profit
growth rate. For further details, please refer to the section headed “History, Development and
Corporate Structure — Major Shareholding Changes of Our Company” in this prospectus.

Together with our senior management, our employees’ technical expertise, combined with
extensive know-how accumulated in conducting R&D projects, contribute to our long track
record of high-quality products thereby underpinning our competitive strengths and market
leadership.

DEVELOPMENT STRATEGIES

Our strategic goal is to become the global leader in the REPM industry. We intend to
achieve this goal by implementing the following strategies:

Further scale up production capacity

In response to the increasing demand from downstream industries, we plan to expand
existing production capacity of high-performance NdFeB PMs and deepen the penetration of
our products in the downstream sectors.

We will continue to upgrade our production lines through R&D. Our current gross
production capacity of high-performance NdFeB PM blanks has achieved 15,000 tonnes per
annum, and the production base has expanded from a single factory to a group of factories at
multiple sites. We plan to continue to increase our production capacity significantly in the next
few years, realizing an annual production capacity of 23,000 tonnes of high-performance
NdFeB PM blanks by 2022 and 40,000 tonnes of high-performance NdFeB PM blanks by 2025.
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In 2020, we have completed and put into use two projects respectively, named
“Establishment of a High-performance NdFeB PMs Project with an Annual Production
Capacity of 1,300 Tonnes” and “Upgrade and Transformation of Automatic Production Lines”,
which have yielded productive results. The implementation of the aforementioned two projects
are mainly funded by our proceeds from the initial public offering of our A Shares and listing
on the Shenzhen Stock Exchange. Through “Establishment of a High-performance NdFeB PMs
Project with an Annual Production Capacity of 1,300 Tonnes”, we have constructed production
facilities with a gross floor area of approximately 19,000 sq.m. and procured more than 400
units of production equipment, which enhanced our annual production capacity for high-
performance NdFeB PMs by 1,300 tonnes. We believe such project will translate into enhanced
production capacity of our products in downstream sectors, including, but not limited to, NEV
sector, energy-saving VFAC sector, energy saving elevator sector and robotics and intelligent
manufacturing sector. We plan to further enhance the automation level for our production lines
through “Upgrade and Transformation of Automatic Production Lines”. For such project, we
have (i) procured more than 100 units of equipment, which mainly consisted of analysis and
testing equipment and automation equipment; (ii) procured automation-related software; and
(ii1) enhanced our testing and research and development efforts. We believe such project will
in turn enhance our production efficiency and reduce labor costs. Two projects, named
“Upgrade and Transformation of Intelligent Manufacturing Factory” and “Project of Realizing
An Annual Production of 3,000 Tonnes of High-performance NdFeB PMs Used in NEV and 3C
Sectors” have been successfully initiated by our Company in 2019 and 2020 respectively and
are steadily progressing at current stage. “Upgrade and Transformation of Intelligent
Manufacturing Factory” is mainly funded by proceeds from the public issuance of convertible
bonds in 2019, and “Project of Realizing An Annual Production of 3,000 Tonnes of
High-performance NdFeB PMs Used in NEV and 3C Sectors” is mainly funded by proceeds
from our issuance of A Shares to specified investors in 2021. We plan to replace certain aging
production equipment with comparatively low automation level with new production
equipment with high automation level through “Upgrade and Transformation of Intelligent
Manufacturing Factory” by the end of 2021. In addition, we plan to further enhance our
production efficiency through optimizing layout at our existing production facilities and
improve the digitalized management of our production process. “Project of Realizing an
Annual Production of 3,000 Tonnes of High-end Magnets Used in NEV and 3C Sectors” is
carried out through expansion of our existing production facilities in Jiangxi and procurement
of new equipment used for our production. After the completion of such project, the production
capacity of high-performance NdFeB PMs at our Ganzhou Production Base is expected to
increase by 3,000 tonnes per annum by the end of 2022. The completion-based check and
acceptance of construction for our Baotou Production Base was completed in December 2021
and our Baotou Production Base is expected to commence operation by the end of 2021 with
a designed production capacity of 8,000 tonnes per annum of high-performance NdFeB PM
blanks. The construction of our Baotou Production Base is mainly funded by bank borrowings.
For our Baotou Production Base, taking into account, among others, primarily (i) the expected
commencement of operation by the end of 2021; (ii) designed production capacity of 8,000
tonnes per annum of high-performance NdFeB PM blanks; (iii) revenue and profit generated
after the commencement of operation; (iv) total investment we incurred in relation to the
construction of Baotou Production Base and the expected future costs to be incurred thereof;

— 164 -



BUSINESS

and (v) our calculation and feasibility study conducted, we expect that the breakeven point is
in 2022 and the after-tax static investment payback point is in 2024. We also plan to commence
the construction of our Ningbo Production Base by the end of 2021, which is expected to
commence operation by the end of 2023 with a designed production capacity of 3,000 tonnes
of high-performance NdFeB PM blanks and 100 million units/sets of high-performance NdFeB
PM component parts per annum. The construction of our Ningbo Production Base will be
mainly funded by the net proceeds from the Global Offering. For our Ningbo Production Base,
taking into account, among others, primarily (i) the expected commencement of construction
by the end of 2021; (ii) the expected commencement of operation by the end of 2023; (iii)
designed production capacity of 3,000 tonnes of high-performance NdFeB PM blanks and 100
million units/sets of high performance NdFeB PM component parts per annum; (iv) the
expected revenue and profit generated after the commencement of operation; (v) total
investment we incurred in relation to the construction of Ningbo Production Base and the
expected future costs to be incurred thereof; and (vi) our calculation and feasibility study
conducted, we expect that the breakeven point is in 2024 and the expected after-tax static
investment payback point is in 2028. Apart from the expanded production scale of high-
performance magnetic materials and components, Ningbo Production Base enables us to extend
the processing capability, enrich the product portfolio, build a multi-sector, multi-category and
multi-level product offering structure and improve our profitability by producing high

value-added products, resulting in an enhancement of our market position.

Industry chain expansion

We intend to expand our industry chain to cover other businesses through selective
acquisitions of, or strategic investments in, both upstream and downstream industries
domestically and globally. We believe that such acquisitions or investments are conducive to
extending the coverage and reach of our business and establishing our leadership in new
markets. The expansion of our industry value chain will be mainly funded by the net proceeds
from the Global Offering.

To this end, we seek investment and acquisition opportunities with companies engaged in
the recycling, reuse, separation and smelting of rare earth to further enhance the reliable and
high-quality rare earth supply and companies in downstream industries which we believe can
offer high growth potential and will lead to successful expansion and long-term strengthening
of our market position. With an aim to extend our industry chain and to tap into markets that
we identity as fast-growing and complementary to our existing business, in the evaluation of
acquisition or investment opportunities, we primarily take into account the business operations,
financial performance and the market potential of the target.

We will carefully evaluate each potential acquisition target, investment or alliance and
pursue those that are aligned with, and create incremental value for, our core business. As of
the Latest Practicable Date, we had not identified any definitive acquisition or investment
target.
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Strengthen our R&D efforts and broaden our product offering

We plan to further strengthen our R&D efforts in improving our production techniques,
diversify our current product portfolio and facilitate the cooperation with top-tier customers.
In particular, we plan to:

. Continue to carry out R&D projects to consolidate our current technologies and
optimize formulations, introduce new high performance products and technology to
timely respond to customers’ demands for upgrading products and lead the

technology innovation in our industry;

. Maintain our technological edge in high-performance NdFeB PM production with
enhancements in view of the latest international technological trends and best
practices, and further improve our proprietary technologies;

. Increase our investments in R&D including further reducing the use of medium and
heavy rare earth in the production of high-performance NdFeB PMs in a wider range
of applications;

. Expand our R&D team by recruiting industry experts and talents, strengthen our

internal trainings and talent cultivation;

. Upgrade our production facilities by enhancing their automation level to facilitate
ramping up our production capacity while ensuring product quality and consistency;
and

. Establish R&D centers or testing centers in Ningbo, the U.S. and Europe in addition
to our existing two R&D centers in Ganzhou and Europe, which is compatible with
our global business layout.

The implementation of the aforementioned plans will be mainly funded by the net
proceeds from the Global Offering.

Expand our global business footprint

As China has pledged to reach carbon neutrality by 2060 and most of the developed
countries, such as U.S., Japan and UK, aim to achieve such goal by 2050, relevant supportive
policies have been promulgated to reduce carbon emission. REPMs, by virtue of its inherent
energy saving advantages and wide applications in energy saving industries, is expected to
achieve robust development in the following years domestically and abroad. We plan to fund
the expansion of our global business footprint through the net proceeds from the Global
Offering.
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We will grasp the strategic opportunity period of upward development of the industry to
proactively lay out our business in overseas markets. We will focus on building overseas
technology exchange platform, sales platform and logistics services. In particular, our overseas
technology exchange platform will mainly serve as a platform for our existing or potential
customers in Japan, United States and Europe to exchange thoughts and ideas on advanced
technologies with us, while our staff will offer customized services, including tailor-made
designs and sample products for our customers pursuant to our customers’ technology-related
requests, through such overseas technology exchange platform. We believe our overseas
technology exchange platform will assist us in acquiring more customers in Japan, United
States and Europe in the future. For our overseas sales platform, we plan to proactively interact
with local customers through such platform, as well as strategically allocate our staff in
different regions worldwide to promptly respond to customers’ demand and arranging onsite
sales-related services. For our overseas logistics services, we plan to actively establish and
expand our delivery and warehousing network in Europe to enhance logistics experience for
our customers. We believe the aforementioned platforms and services are complementary and
are able to further enhance our customers’ experience worldwide, which in turn expand our
global business footprint. At present, we have established subsidiaries in Hong Kong, Europe,
Japan and the United States. We intend to further develop our existing overseas subsidiaries
and extend our global business footprint to more regions and countries to seize more global
market shares.

OUR BUSINESS MODEL

We primarily engage in the manufacture and sales of high-performance NdFeB PMs. As
of the Latest Practicable Date, we operated a production base located in Ganzhou City, Jiangxi
Province, China (the “Ganzhou Production Base”). We design high-performance NdFeB PMs
and develop procurement and production plans based on customer requirements. We purchase
rare earth from, and have maintained long-term and firm strategic cooperation with, major rare
earth suppliers in China. Leveraging our facilities and technologies, we carry out mass
production of customized high-performance NdFeB PMs and generally store such products at
our warehouses for delivery to our customers. Our customers mainly include leading NEV and
automotive part producers, wind turbine generator producers, VFAC manufacturers, 3C
manufacturers and elevator manufacturers. We primarily adopt a cost-plus pricing mechanism
for our high-performance NdFeB PMs.
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OUR PRODUCTS

Our products mainly include high-performance NdFeB PM finished products, which
accounted for 93.1%, 98.5%, 98.0% and 98.3% of our revenue in 2018, 2019, 2020 and the first
half of 2021, respectively. We also sell NdFeB PM blanks to our customers. The following
table sets forth a breakdown of our revenue by product category and downstream application
for the periods indicated:

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
(RMB’000) (%) (RMB’000) (%) (RMB'000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)

High-performance NdFeB
PM finished products 1,193,019 93.1 1,605,012 985 224335 98.0 903409 98.7 1,736,227 983
- NEVs and automotive

parts 317,781 24.8 219871 135 325557 142 127,024 139 317,088 18.0
- PM wind turbine
generators 386,209 30.1 855212 525 879,019 384 375509 410 489,542 277

- Energy-saving VFACs 371,466 29.0 422,287 259 878295 384 339491 371 776,654 439
- Energy-saving elevators 44491 35 59,112 36 70,284 3.1 30,91 33 42408 24
- Robotics and intelligent

manufacturing 73,012 57 48,530 3.0 49,077 2.1 29880 3.3 58254 33
-3C - - - - 41,122 1.8 914 0.1 52281 3.0
NdFeB PM blanks 88,985 i9 25,105 j 45310 ﬂ 12,125 i 30,232 ﬂ
Total 1,282,004 100.0 1,630,117 100.0 2,288,664 100.0 915,534 100.0 1,766,459 100.0

NdFeB PMs are permanent magnets mainly made from an alloy of neodymium, iron and
boron. We produce customized high-performance NdFeB PM finished products with various
parameters, such as composition, shape, size, coating, remanence, coercive force, maximum
energy product, temperature coefficient and magnetizing method, based on customer
requirements. The key performance indicators of our high-performance NdFeB PM finished
products are remanence, coercive force and maximum service temperature. Leveraging our
GBD technology, we are able to conduct mass production of high-performance NdFeB PM
finished products that achieve various performance indicators with reduced amounts of
medium and heavy rare earth ingredients.

We also produce and sell some customized NdFeB PM blanks to manufacturers in the
REPM industry based on customer orders. Compared with our high-performance NdFeB PM
finished products, our NdFeB PM blanks are generally of larger size and rougher, as they are
not required to undergo fine processing. In 2018, 2019, 2020 and the first half of 2021, we
generated 6.9%, 1.5%, 2.0% and 1.7% of our revenue from sales of NdFeB PM blanks,
respectively.
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See “Financial Information — Description of Selected Components of Statement of Profit

or Loss — Revenue” for a discussion of reasons of changes in our revenue during the Track

Record Period.

Our products are widely used in downstream sectors including NEVs and automotive

parts, PM wind turbine generators, energy-saving VFACs, 3C products, energy-saving

elevators, robotics and intelligent manufacturing. Set forth below are certain of our

representative products for different downstream applications:

N, -
//¢

NEVs and automotive parts

The use of REPMs in NEV drive motors, ABS (anti-lock
braking system), EPS (electronic steering system) and
automotive parts can increase the power density of the
motors and improve their operating efficiency.

Magnet Series: H, SH, UH and EH

Remanence range (T): 1.14-1.46

Coercivity range (kA/M): 1,352-2,706

Maximum energy product (KJ/m?): 247-422
Maximum working temperature (°C): 120-200

Major customers: the world’s No. 1 NEV producer by
2020 market share and BYD

PM wind turbine generators

REPMs are used in PM wind turbines, which feature
simple structure, low operation and maintenance costs,
long service life, good grid-connected performance and
high power generation efficiency, and are more suitable
for operation in low wind speed environments.

Magnet Series: H and SH

Remanence range (T): 1.28-1.44

Coercivity range (kA/M): 1,273-1,752
Maximum energy product (KJ/m?®): 302-406
Maximum working temperature (°C): 60-120

Major customers: Goldwind and Siemens Gamesa
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Energy-saving VFACs

Using REPMs in the motors of household appliances
enables them to run at different speeds, improves their

operational efficiency, reliability and performance and
reduces their operating costs.

Magnet Series: SH and UH

Remanence range (T): 1.28-1.46

Coercivity range (kA/M): 1,592-2,149

Maximum energy product (KJ/m?): 302-422
Maximum working temperature (°C): 120-150
Major customers: Media, Gree, Shanghai Highly and
Guangzhou Mitsubishi

Energy-saving elevators

Using REPMs, elevator makers are able to produce

elevator traction machines of higher power, smaller size,

lower noise and less operating costs.

Magnet Series: H and SH

Remanence range (T): 1.22-1.42

Coercivity range (kA/M): 1,352-1,910
Maximum energy product (KJ/m?): 287-398
Maximum working temperature (°C): 80-120

Major customer: Kone Elevator
Intelligent manufacturing

. Using REPMs in the servomotors of industrial robots

=

helps to improve the power density and performance of

.\

relevant parts of the servomotors while reducing their
sizes.

Magnet Series: N, M, H and SH

Remanence range (T): 1.14-1.48

Coercivity range (kA/M): 955-1,990
Maximum energy product (KJ/m?): 247-438
Maximum working temperature (°C): 60-120
Major customer: Bosch Rexroth
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NdFeB PMs are widely used in sustainable manufacturing sectors. Benefiting from the
trend of carbon emission reduction global wide, our main downstream sectors are experiencing
fast growth, which translates into strong and increasing demand for our products. See “Industry
Overview — Analysis of Global and China REPM Market — Market Drivers”.

PRODUCTION

We manufacture and sell customized high-performance NdFeB PM finished products of
different specifications and customizations based on the applications and the needs and
requirements of our customers. As advised by our PRC Legal Advisor, our products are not
classified as the high pollution and high environmental risk products as specified in the High
Pollution and High Environmental Risk Product Directory (2017 Edition).

Production Workflow
We conduct substantially the entire manufacturing process in-house. Our production is

mainly divided into two major parts, namely blank production and fine processing. For
illustrative purpose, the chart below sets out our major workflow for the manufacture of our

products:
e et
|
Raw material procurement/ Raw material 5 Hydrogen |
Waste material recycle batching Vercuuiaa mellitiyy decrepitating |
|
|
|
l I
Magnet property High temperature Orientation Jet milling :
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Ty gimng | component parts® | sung 1
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__________________________________________________________________ -
i::::] Applicable to I:l Applicable to - Blank production - Fine processing

some products all products part part

Notes:
(1)  Certain products needs to go through GBD process for the addition of a limited amount of medium and heavy
rare earth ingredients to achieve certain performance indicators based on customer needs. GBD technology is
widely applied in the production of our high-performance NdFeB PM finished products in energy-saving
VFACs sector and NEVs and automotive parts sector as production of high-performance NdFeB PMs in these
sectors requires higher usage of medium and heavy rare earth as compared to production of high-performance
NdFeB PMs in other sectors, and is also applied in the production of certain high-performance NdFeB PM
finished products in 3C sector.

(2)

We conduct magnetization either before testing or after the delivery of our products to our customers.

3)

We add attachments to our products according to customer requirements.
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Blank production

We purchase and batch raw materials including rare earth metals and other metals
according to our product design. We engage third-party service providers to extract rare earth
from our waste materials, and reuse them in our production. We may also purchase some rare
earth oxides and engage third-party service providers to produce rare earth metals from such
rare earth oxides. We melt the raw materials under vacuum in an induction melting furnace and
cool the liquid to form ingots. After hydrogen decrepitating and jet milling, the ingots are made
into powder. We press the powder into customized molds and sinter the reshaped ingots to form
dense blocks. The dense blocks are required to undergo magnet property inspections before
entering into fine processing units.

Fine processing

We cut the dense blocks according to our product design. The size and shape of NdFeB
PMs vary depending on their applications. After the machining process, we add medium and
heavy rare earth into the NdFeB PMs leveraging our GBD technology. According to Frost &
Sullivan, the GBD technology is considered one of the most efficient and cost-effective
technologies currently in the world for the production of high-performance NdFeB PMs, as (i)
it significantly reduces the amount of medium and heavy rare earth needed for manufacturing
NdFeB PMs; and (ii) it enables producers to carry out precise penetration of medium and heavy
rare earths in the PM products according to customer requirements. After the GBD process, we
conduct surface treatment and magnetization on our semi-finished products.

We place great emphasis on quality control. We perform testing throughout our
production process. We also conduct performance and appearance tests and examinations on
our high-performance NdFeB PMs. Our quality control team is generally in charge of the final
inspection of our high-performance NdFeB PMs before delivery based on our standardized
quality control checklist generally. See “— Quality Control”.

Production Plans

We typically make production plans based on sales orders (including our anticipated sales
orders) and purchase plans provided by our customers. To effectively control our risk exposure
to excess production and inventory, our production, procurement, sales and inventory control
teams report to our managers daily to facilitate their review of our production plans and making
adjustments to our production volume, production schedules and procurement where necessary.
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Production Facilities

We manufacture our products in our Ganzhou Production Base. The Ganzhou Production

Base has an aggregate site area of approximately 189,158.0 sq.m. and total gross floor area of

approximately 120,308.6 sq.m. We have maintained high utilization rates during the Track

Record Period. The following table sets forth certain details of our Ganzhou Production Base

during the Track Record Period:
Six months
Year ended December 31, ended June 30,
2018 2019 2020 2020 2021
NdFeB PM blanks
Annual production
capacity
(tonnes/annum) 7,000 8,800 12,800 5,500 7,500
Production volume
(tonnes) 6,731 9,167 12,564 5,037 7,034
Utilization rate (%) 96.2 104.2® 98.2 91.6% 93.8

High-performance
NdFeB PM finished

products

1

Production volume
(tonnes) 4,801 6,632 9,613 3,804 5,457
Percentage over NdFeB

PM blank production

volume™ (%) 71.3 72.3 76.5 75.5 77.6
Notes:
(1)  We produce customized high-performance NdFeB PM finished products based on orders placed by our

()

3)

4)

customers. As each batch of finished products may adopt different production processes according to
customer requirements, it is not practicable to calculate an overall annual production capacity of
finished products.

Our production volumes may be lower or higher than the designed production capacity. The utilization
rate of our production facilities reached 104.2% in 2019 mainly because our actual operating hours
exceeded the estimated operating hours as a result of our enhanced production process automation level
as well as our strategic repairs and maintenance arrangement on our machinery and equipment.

Our utilization rate for the six months ended June 30, 2020 was comparatively lower than other periods,
primarily due to the impact of the COVID-19 pandemic in the first two months of 2020. Our utilization
rate had gradually restored to the level before the outbreak of the COVID-19 pandemic by the end of
February 2020. See “Summary — Impact of the Outbreak of COVID-19 on our Business” for further
details.

The production process of high-performance NdFeB PM finished products is conducted after the NdFeB

PM blank production process as we fine process high-performance NdFeB PM finished products on top
of NdFeB PM blanks produced based on customer orders.
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Our overall production capacity had been improving throughout the Track Record Period,
mainly because we successively completed the construction of additional production lines and
upgraded our existing production facilities to improve the automation of our production
processes. In particular, we have completed and put into use two projects, namely the “Upgrade
and Transformation of Automatic Production Lines” and “Establishment of a High Performance
NdFeB PMs Project with an Annual Capacity of 1,300 Tonnes”, in 2019 and 2020, respectively.

Our production volume of NdFeB PM blanks kept increasing during the Track Record
Period, primarily due to (i) our increased production capacity; and (ii) the increase in customer

orders driven by the rapid growth in the downstream sectors.

Our utilization rates remained high during the Track Record Period. During the same
period, we conducted R&D in automation, which improved our production efficiency. Our
utilization rate is affected by various factors, including the cumulative operating hours of our
production facilities and any inspections and repairs and maintenance of our machinery and
equipment. Actual hours spent on maintenance and repair may differ from our estimates and
actual operating conditions and environment may differ from those prescribed. As a result, our
production volumes may be lower or higher than the designed production capacity.

Production Expansion Plan

In order to meet the fast-growing market demand for REPMs, we plan to further expand
our production capacity by upgrading our existing production facilities in Jiangxi and

constructing additional production bases in Baotou in Inner Mongolia and Ningbo in Zhejiang.

We are in the process of expanding our existing production facilities in Jiangxi by
constructing “Project of Realizing an Annual Production of 3,000 Tonnes of High-end Magnets
Used in NEV and 3C Sectors”. Such project is expected to be completed by the end of 2022.
After the completion of such project, the production capacity of high-performance NdFeB PMs
at our Ganzhou Production Base is expected to increase by 3,000 tonnes per annum.

We have a production base under construction strategically located in in Baotou, Inner
Mongolia (the “Baotou Production Base”). Phase I of the Baotou Production Base, with a total
planned investment of RMB575.0 million, is expected to commence commercial production by
the end of 2021. The completion of Phase I will further increase our production capacity of
high-performance NdFeB PM blanks by 8,000 tonnes per annum. For details, see the section
headed “Future Plans and Use of Proceeds”. In addition, we plan to further expand our
production capacity through the future construction of Phase II of the Baotou Production Base.
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We also plan to construct a production base with a planned investment of RMBI1.1 billion
in Ningbo, Zhejiang (the “Ningbo Production Base”). Such production base is expected to
commence construction by the end of 2021 and commence commercial production by the end
of 2023. As of the Latest Practicable Date, the project proposal had been approved by the
Ningbo Jiangbei Development and Reform Bureau, which enabled us to further proceed with
application of other requisite permits required for commencement construction and future
production of Ningbo Production Base. The approval of the project proposal indicates that we
have fulfilled our information disclosure obligations in relation to the project to the relevant
government authority in accordance with applicable PRC laws and regulations. The production
base is expected reach an annual production capacity of 3,000 tonnes of high-performance
NdFeB PM blanks and 100 million units/sets of high-performance NdFeB PMs component
parts per annum after commission. For details, see the section headed “Future Plans and Use
of Proceeds”.

We believe that our expansion projects will further strengthen our production capacity,
maintain our global leading market share and realize our market potential.

Major Production Equipment

We endeavor to equip our manufacturing facilities with state-of-art equipment. Many of
the equipment we utilize require minimal human operation, allowing us to reduce labor costs
and focus our manufacturing facility staffing on maintenance and supervisory personnel. Our
major suppliers for production and testing equipment are established industrial players both in
the PRC and in other countries and regions. We make certain customizations to some of our
equipment based on our needs to increase automation and enhance our production and testing
processes. We carry out assessments on the energy consumption and production efficiency of
our equipment and upgrade them from time to time as we deem necessary. We believe that our
equipment and our customization and development capabilities have enabled us to better
control our production costs and increase our production efficiency to ensure our
competitiveness in the REPM market.
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During the Track Record Period, we procured additional equipment from time to time. We
calculate depreciation on our equipment using the straight-line method over their estimated
useful lives, which are five to ten years. We conduct regular maintenance and repair work and
review their useful lives on an annual basis. The table below sets out a summary of our major
production and testing equipment at our Ganzhou Production Base as of June 30, 2021, all of
which are self-owned:

Number
Equipment name of units Function
Melting furnace 12 Melting raw materials to form
ingots
Jet mill 14  Grinding ingots into powder
Powder forming press 48 Pressing powder into the mold of
certain shape and size
Sintering furnace 190 Sintering to form dense blocks
Multi-wire cutting machine 138 Cutting the NdFeB PM blanks
Electroplating equipment 9 Electroplating of NdFeB PMs
Analysis and testing equipment 46 Analyzing and testing
Automation equipment 204 Automation of various production

processes

Maintenance and Repair

We have formulated and implemented our enterprise standards and procedures on
equipment management, according to which we carry out regular maintenance of our
equipment. Our power and equipment department is primarily responsible for the overall
management of our equipment from selection, installation and testing to inspection,
maintenance and repair. We also designate responsible persons for specific equipment, who are
responsible for ensuring the safe and proper operation of the equipment, carrying out daily
maintenance, assisting in the repair of the equipment and timely reporting of unsolved
malfunction of the equipment to the workshop manager.
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We compile comprehensive operation and maintenance rules and procedures for specific
pieces of equipment in operation. We categorize our equipment into four types based on their
importance to our production, product quality and delivery time and loss due to maintenance
downtime. While our equipment should in general undergo one comprehensive maintenance
every year, the more important types of equipment are subject to additional cleaning,
inspection, adjustment and verification. During the Track Record Period and up to the Latest
Practicable Date, we did not experience any material unexpected disruption of operations as a
result of any material failure of production machinery and equipment. Our maintenance and
repair expenses amounted to approximately RMBO0.5 million, RMB1.3 million, RMBI.1
million and RMBO0.8 million in 2018, 2019, 2020 and the first half of 2021, respectively.

QUALITY CONTROL

We place great emphasis on, and endeavor to constantly ensure, the high quality of our
products. We have obtained the ISO9001 and IATF16949 quality assurance system
certifications and implement stringent quality control in strict compliance with the
requirements of such systems. We established quality control checkpoints throughout various
stages of our production process from product design, purchase of raw materials to

manufacturing.

We adopt a series of policies and procedures to ensure effective identification of customer
requirements and reflection of such requirements in our product design, thereby paving the way
for a quality delivery on customer orders.

Our quality control team monitors the quality of our work-in-progress to ensure that our
entire production process complies with our product specifications and technical requirements.
Our quality control team conducts various functional tests of our work-in-progress and finished
goods to ensure that only products that comply with the requisite quality and performance
standards can proceed to the next production steps or delivered to our customers.

We regularly review and evaluate our quality control system according to the latest
industry standards and submit reports to our management. Our management is responsible for
making plans and implementing measures to improve our quality control system. During the
Track Record Period and up to the Latest Practicable Date, we were not aware of any material

complaints on us or our products from our customers.
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SALES

We sell our products directly to our downstream customers. In 2018, 2019 and 2020 and
the first half of 2021, we sold approximately 4,097.0, 6,132.8, 8,544.5 and 5,320.3 tonnes of
high-performance NdFeB PM finished products, respectively. For the same periods, the ASP of
such finished products was RMB291,193.3 per tonne, RMB261,709.5 per tonne,
RMB262,549.5 per tonne and RMB326,340.1 per tonne, respectively. The ASP of our
high-performance NdFeB PM finished products was higher in the first half of 2021, which was
primarily attributable to (i) a higher percentage of revenue generated from the energy-saving
VFAC sector for which we generally record a higher ASP per tonne as the finished products
are smaller and require more fine processing compared with the same tonnage of other finished
products such as for the wind power sector; and (ii) the increase in the market price of rare
earths as our main raw materials, which is in turn reflected in the prices of our finished
products.

The following table sets forth a breakdown of our sales volumes and ASPs by product
category and downstream application for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2018 2019 2020 2020 2021
Sales Sales Sales Sales Sales
volume ASP  volume ASP  volume ASP  volume ASP  volume ASP

tonnes  RMBftonne ~ tonnes ~ RMB/tonne ~ tonnes ~ RMB/tonne ~ tonnes ~ RMB/tonne ~ tonnes  RMB/tonne

High-performance NdFeB
PM finished product 40970 911933 61328 2617005 85445 2625495 34160 2044640 53203 326,340.1
- NEVs and automotive

parts 88.1 3703310 5707 3852655 8248 3947102 3208 395960.1  765.0 4144941
- PM wind turbine
generators 17384 222,1980 37886 2257330 42479 2069302 17065 - 2200463 2,086.7  234,601.0

- Energy-saving VFACs 11665 3184449 14485 2915340 30040 2923752 12042 2819224 2,098.6  370,082.0
- Energy-saving elevators 1540 2889026 2083 2837830 2582 2722076 1132 2702385 1307 3244682
- Robotics and intelligent

manufacturing 1800 4056222 1167 4158526 1277 4348 699 4274678 1331 4376709
-3C - - - - 819 502,100.1 14 6328571 1062 4922881
NdFeB PM blank 5089 1748575 1489 1686031 2738 1654858 790 1534810 1266 2387994

Total sales volume/
Average selling price 46059 2783395 62817 2595025 88183 2595357 34950 2619554 54469 3243054
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Selling price for our high-performance NdFeB PM finished products may vary based on
parameters, such as composition, shape, size, coating, remanence, coercive force, temperature
coefficient and magnetizing method, based on customer requirement. Our general sale price
range by product category and downstream application during the Track Record Period are set
out below:

General sale price range during
the Track Record Period

RMB’000/tonne

High-performance NdFeB PM finished product

— NEVs and automotive parts 320 — 450
— PM wind turbine generators 180 — 260
— Energy-saving VFACs 260 — 350
— Energy-saving elevators 240 - 350
— Robotics and intelligent manufacturing 350 — 500
-3C 450 — 700
NdFeB PM blank 150 — 260

Sales volumes for our high-performance NdFeB PM finished products under each
downstream application generally continued to increase during the Track Record Period
primarily due to (i) favorable governmental policies, and (ii) the increasing demand for our
products in various sectors, particularly in PM wind turbine generators sector, energy-saving
VFACs sector and NEVs and automotive parts sector. Sales volume for our high-performance
NdFeB PM finished products in NEVs and automotive parts sector decreased in 2019 as
compared to that in 2018 as a result of the slowdown in the development of NEV sector in 2019
led by a reduction in the government subsidies granted to the NEV sector.

Despite the fluctuations in ASPs for our high-performance NdFeB PM finished products
in certain downstream applications, ASPs for our high-performance NdFeB PM finished
products as a whole generally remained relatively stable from 2018 to 2020.

. NEVs and automotive parts: Despite the decrease in revenue generated from NEVs
and automotive parts sector as a result of the slowdown in the development of NEV
sector in 2019 led by a reduction in the government subsidies granted to the NEV
sector as demonstrated by the reduction in sales volume from 858.1 tonnes in 2018
to 570.7 tonnes in 2019, ASP for our high-performance NdFeB PM finished products
in NEVs and automotive parts sector increased in 2019 as compared to that in 2018.
Such increase was mainly due to an increase in selling price of (i) medium and heavy
rare earth, which requires higher usage for production in NEVs and automotive parts
sector as compared to production in other sectors; and (ii) Pr-Nd, a light rare earth.
Although production in this sector requires higher usage of medium and heavy rare
earth as compared to production in other sectors, the effect of the spike in Pr-Nd
price in May and June 2019 had a greater effect on ASP in this sector in 2019 than
compared to the effect of increase in medium and heavy rare earth price.

- 179 -



BUSINESS

Furthermore, with the mainstream quarterly price adjustment mechanism of
products in NEVs and automotive parts sector, ASP for our high performance NdFeB
PM finished products in this sector had increased in the second half of 2019 than
compared to that in 2018.

. PM wind turbine generators: ASP for our high-performance NdFeB PM finished
products in PM wind turbine generators sector decreased in 2020 as compared to that
in 2019, primarily because rare earth price was relatively low at the time when we
entered into sales agreements with our customers. We entered into an one-year
contract with fixed price, which was determined taking into account of rare earth
price in November 2019, with a major customer in PM wind turbine generators
sector in November 2019. The price of Pr-Nd, the major raw material for our PM
wind turbine generators products sold to this customer, was relatively low in
November 2019. Since July 2019, the price of Pr-Nd generally continued to decrease
in 2019, and reached a low point in November 2019.

. Energy-saving VFACs: ASP for our high-performance NdFeB PM finished products
in energy-saving VFACs sector decreased in 2019 as compared to that in 2018,
primarily because light rare earth price was relatively low at the time when we
entered into sales agreements with our customers in 2019. Despite the significant
increase in the price of Pr-Nd in May and June 2019, the price of Pr-Nd, the major
raw material for our energy-saving VFACs products, generally continued to decrease
from 2018 to 2019, which in turn resulted in a decrease in the price of our
energy-saving VFACs products as stipulated in relevant contracts in 2019 given
prices of our energy-saving VAFCs products are adjusted on a monthly basis.

. Robotics and intelligent manufacturing: ASP for our high-performance NdFeB PM
finished products in robotics and intelligent manufacturing sector decreased in 2020
as compared to that in 2019, primarily because certain customers adjusted their
procurement plans based on commercial considerations from their ends. In 2020, we
sold less products with comparatively higher price than that of our other robotics
and intelligent manufacturing products to one major customer in robotics and
intelligent manufacturing sector as a result of this customer’s internal requirement
on lowering procurement price.

ASPs for our high-performance NdFeB PM finished products generally increased in the
first half of 2021 as compared with that in the first half of 2020, primarily due to the increase
in raw material price since the second half of 2020. The fluctuation of ASP for our
high-performance NdFeB PM finished products in 3C sector in the first half of 2021 as
compared with that in the first half of 2020 was not representative as we sold only 1.4 tons of
finished products for 3C sector in the first half of 2020.
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During the Track Record Period, most of our sales were conducted in the PRC. As of June
30, 2021, we had a sales and marketing team of 63 employees, focusing on business
development and customer service. Our sales and marketing team analyzes the dynamics of key
downstream markets to discover business opportunities. They regularly contact our existing
and potential customers about our product offerings and development plans. They also gather
feedbacks from customers on our products thereby facilitating our understanding of customer
needs and responding to demands for our products. Our sales and marketing team also markets
our products on industry exhibitions.

We enter into sales agreements with, or accept purchase orders from, our customers for
each purchase. We have entered into framework agreements with some of our major customers.
For details of the framework agreements, see “— Customers” for details. We may also
communicate with our customers regarding their procurement plans in order to better anticipate
customer demand and arrange our own production and procurement accordingly.

We sell a small portion of our products to overseas customers. As many of our major
customers are globally leading players in their respective sectors, they may have businesses in
different parts of the world. Accordingly, we may engage in overseas sales to satisfy such
customers’ demands from outside of the PRC. Changes in our customers’ global layouts and
their demands for our products from different parts of the world may lead to fluctuations in our
overseas sales both in terms of actual amounts and as a percentage of our total sales. We also
conduct overseas marketing activities and provide customer services to overseas customers
through our subsidiaries in Europe, Japan and the U.S. During the Track Record Period, we
generated revenue from overseas customers, including customers in Europe, Japan and the
U.S., among which the majority of revenue was generated from customers in Europe. For the
years ended December 31, 2018, 2019 and 2020 and six months ended June 30, 2021, revenue
generated from overseas customers accounted for 13.8%, 17.2%, 14.9% and 10.0% of our total
revenue for the same period, respectively. We promote our products in overseas market through
promotions at industry conferences. During the Track Record Period and up to the Latest
Practicable Date, to the best knowledge of our Directors, our products were not subject to any
tariffs or trade barriers, or impacted by any trade disputes. However, if our products were
subject to any tariffs or trade barriers, or the downstream sectors of our products were
negatively impacted by trade disputes, our business, results of operations and financial
condition could be negatively and adversely affected. See “Risk Factors — Risks Relating to
Our Business and Industry — We face risks associated with our international sales and
operations” for details.
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The following table sets out a breakdown of our revenue by geographical region for the
periods indicated:

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB'000) (%) (RMB'000) (%)
(unaudited)
China 1,104,780 86.2 1,349,249 828 1,947,860 85.1 722,074 789 1,590,460 90.0
Overseas 17724 138 280868 172 340804 149 193460 211 175999 100
Total 1,282,004 100.0 1,630,117 100.0 2,288,664 100.0 915,534 100.0 1,766,459 100.0

Despite our revenue increase, our overseas revenue decreased for the six months ended
June 30, 2021 as compared to that for the six months ended June 30, 2020, primarily because
we strategically increased our sales to customers in sectors with higher gross profit margin,
which led to a decrease in sales to certain overseas customers for the six months ended June
30, 2021 as compared to that for the six months ended June 30, 2020.

PRICING

We mainly adopt a cost-plus pricing mechanism for our products. Rare earths as raw
materials make up over 70% of our cost of sales. Fluctuations in rare earth prices therefore may
lead to fluctuations in the prices of our products. We typically enter into sales agreements with,
or accept purchase orders from, our customers. We have also entered into framework
agreements with certain major customers, which provided for price adjustment subject to
further agreement of the parties where product costs increase or decrease beyond a certain
threshold.

Our products may need different amounts of fine processing for the same unit weight. For
example, our finished products for the 3C sector are generally smaller in size compared with
those used in NEV drive motors, and therefore generally command higher prices per tonne.
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Price Adjustment Mechanism

We place strong emphasis on establishing long term and solid business relationship with
our customers. In order to establish a close cooperation relationships and enhance mutual
benefit between our customers and us, the price adjustment mechanism had been increasingly
adopted during the Track Record Period. For the years ended December 31, 2018, 2019 and
2020 and the six months ended June 30, 2021, revenue attributable to price adjustment
mechanism as a percentage of our total revenue was 75.2%, 81.9%, 84.0% and 85.8%,
respectively. In addition, the percentage of revenue subject to annual price adjustment to our
total revenue decreased from 2019 to 2020, and continued to decrease in the first half of 2021.
Pursuant to this price adjustment mechanism, we are able to adjust the unit price of our
products on annual, semi-annual, quarterly or monthly basis in accordance to the respective
contracts entered into with our customers. The adjusted price is generally determined with
reference to the market spot prices of rare earths at the time when the price is determined.
When establishing the price adjustment mechanism with our customers, we generally take into
account, among others, the corresponding downstream sector, commercial request, cooperation
relationship, product specifications, order size of such customers. We set forth the mainstream
price adjustment mechanism with our customers by downstream sector during the Track Record
Period below:

. NEVs and automotive parts: adjusted on quarterly basis, while price with a small
portion of customers was adjusted on annual or semi-annual basis;

. PM wind turbine generators: adjusted on annual basis from 2018 to 2020; adjusted
on semi-annual basis in the first half of 2021 in order to respond to the continuous
and significant increase in rare earth price;

. Energy-saving VFACs: adjusted on monthly basis;

. Other sectors: adjusted on annual, semi-annual, or quarterly basis, as the case
may be.

Goldwind Technology is our customer in PM wind turbine generators sector, and its
wholly-owned subsidiary, Goldwind Holdings, is one of our Company’s Shareholders. Pursuant
the contracts we entered into with Goldwind Technology, we adjusted the unit price of our
products sold to Goldwind Technology on annual basis from 2018 to 2020, and shortened the
price adjustment period with Goldwind Technology in the first half of 2021 in order to respond
to the continuous and significant increase in rare earth price, which was consistent to the price
adjustment mechanism as set out in contracts with our other customers in PM wind turbine
generators sector during the Track Record Period.
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The following table sets forth a breakdown of our revenue by type of price adjustment

mechanism and revenue not subject to price adjustment mechanism for the periods indicated:

For the six months

For the year ended December 31 ended June 30
2018 2019 2020 2021

(RMB’000) (%) (RMB'000) (%) (RMB’000) (%) (RMB’000) (%)
Price adjustment mechanism
No adjustment'" 317,509 248 295,852 18.1 365,605 16.0 250942 142
Adjusted annually 402,878 314 738,139 453 746,186 32.6 15419 09
Adjusted semi-annually 02 00 45331 28 92359 40 503,774 285
Adjusted quarterly 292315 228 200,014 123 320328 140 319,602 18.1
Adjusted monthly 269,240 21.0 350,775 215 764,186 334 676,722 383
Total 1,282,004 1000 1,630,117 100.0 2,288,664 100.0 1,766,459 100.0

Note:

(1)  Primarily represent one-off contracts with customers where price adjustment mechanism is not

necessary.

The following table sets forth a breakdown of our backlog contract value by type of price

adjustment mechanism and backlog contract value not subject to price adjustment mechanism

as of the Latest Practicable Date:

Price adjustment mechanism
No adjustment

Adjusted annually

Adjusted semi-annually
Adjusted quarterly

Adjusted monthly

Total
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Latest Practicable Date

(RMB’000) (%)
1,538,219 43.7
2,759 0.1
267,596 7.6
643,057 18.3
1,063,360 30.3
3,514,991 100.0




BUSINESS

During the Track Record Period, our production efficiency, the appliance of GBD
technology (which can significantly reduce the use of medium and heavy rare earth in the
production of high-performance NdFeB PMs without undermining the performance of NdFeB
PMs), as well as the price adjustment mechanism had an impact on our results of operations
and gross profit margins. In light of the significant increase in rare earth price since the second
half of 2020, the price adjustment mechanism increasingly impacted gross profit margins of our
products in NEVs and automotive parts, PM wind turbine generators and energy-saving VFACs
sectors. Generally, when rare earth prices experience steady increase, our price adjustment
mechanism allows us to pass the risk of raw material price increase to a certain extent to our
customers gradually. When rare earth prices experience significant increase, our price
adjustment mechanism allows us to timely pass the risk of raw material price increase to our
customers in downstream sectors with shorter price adjustment period. However, for
downstream sectors with longer price adjustment period, we cannot promptly respond to the
raw material price increase, leading to decreases in our gross profit margins in relevant sectors.
See “Risk Factors — Risks Relating to Our Business and Industry — Our price adjustment
mechanism has an impact on our results of operations, and may not enable us to promptly
respond to the raw material price increase”.

. NEVs and automotive parts: The price of products in NEVs and automotive parts
sector was mainly adjusted on quarterly basis, while price with a small portion of
customers in this sector was adjusted on annual or semi-annual basis during the
Track Record Period. This comparatively longer price adjustment period was not
able to promptly respond to the significant increase in rare earth price. From 2019
to 2020, heavy rare earth price increased significantly, which was one of the major
reasons for the decrease in gross profit margin of NEVs and automotive parts sector
in 2020 as compared to that in 2019. In addition, since the second half of 2020, rare
earth price continued to increase significantly, which was one major reason for the
decrease in gross profit margin of NEVs and automotive parts sector in the first half
of 2021 as compared to that in the first half of 2020.

. PM wind turbine generators: The price of products in PM wind turbine generators
sector was adjusted on annual basis from 2018 to 2020. This long price adjustment
period was not able to timely respond to the significant increase in rare earth price.
Since May 2019, rare earth price continued to increase significantly. As a result,
gross profit margin of PM wind turbine generators sector decreased in 2019 as
compared to that in 2018. In order to limit the impact of continuously increasing rare
earth prices on our results of operations, we enhanced our price adjustment
mechanism for PM wind turbine generators in 2021, which adjusts prices of
products in PM wind turbine generators sector on semi-annual basis. However, rare
earth price continued to increase significantly in the first half of 2021, which led to
a decrease in gross profit margin of PM wind turbine generators sector in the first
half of 2021 as compared to that in the first half of 2020.
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. Energy-saving VFACs: The price of products in energy-saving VFACs sector was
adjusted on monthly basis during the Track Record Period. This shorter price
adjustment period enables us to better respond to the significant increase in rare
earth price. Since the second half of 2020, rare earth price continued to increase
significantly. The monthly-adjusted price adjustment mechanism for energy-saving
VFACs sector led to the continuous increase in our sales price of products in this
sector since the second half of 2020. Taking into account our raw materials
inventory acquired at lower prices despite the increase in rare earth price, gross
profit margin of energy-saving VFACs sector increased in the first half of 2021 as
compared to that in the first half of 2020.

As we keep inventory of raw materials, in the event of a sharp increase in rare earth raw
materials market prices, we generally can record an increase in gross profit margin before our
raw materials inventory acquired at lower prices depletes, if our sales price is adjusted quickly
following the sharp increase in rare earth raw materials market prices. As a result, gross profit
margin of energy-saving VFACs sector increased in the first half of 2021 as compared to that
in the first half of 2020 because the price of products in energy-saving VFACs sector is
adjusted on monthly basis. Such increased gross profit margin is only temporary before
low-cost inventory depletes, and is also offset by reduced gross profit margin from high-cost
inventory in the case of a decline in rare earth raw materials market prices.

If the rare earth raw materials market prices increase or decrease steadily, the inventory
cost and sales price will generally catch up correspondingly, resulting in a steady gross profit
margin. If the rare earth raw materials market prices increase sharply and then stay high, then:

. in sectors with a more frequent price adjustment mechanism (e.g. monthly, as is the
case for energy-saving VFACs sector), our sales price will catch up quickly, while
the low-cost inventory will bring a temporary increase to the gross profit margin. As
low-cost inventory is gradually depleted, inventory cost slowly catches up with rare
earth raw materials market prices and sales price, and the gross profit margin will
fall back to a normal level; and

. in sectors with a less frequent price adjustment mechanism (e.g. semi-annually, as
is the case for PM wind turbine generators sector), both inventory cost and sales
price will catch up slowly. There is therefore no gross profit margin increase. After
low-cost inventory is gradually exhausted, the gross profit margin may decrease
until next price adjustment, after which both inventory cost and sales price will
catch up fully and the gross profit margin will return to a normal level.

We are of the view that unless rare earth raw materials market prices continue to rise
sharply endlessly (which we believe to be not the case), gross profit margin changes are only
temporary and will even out in the long run. Gross profit fluctuations as a result of frequent
price adjustment mechanism and less frequent price adjustment mechanism would offset each
other and as a result that we were able to maintain a relative stable overall gross profit margin
for the first half of 2021, showing notable resilience through business diversification despite
rare earth raw materials market prices fluctuations.
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In light of the significant increase in rare earth price since the second half of 2020 and
its impact on our results of operations, we expect rare earth price fluctuations will continue to
impact our results of operations going forward, especially in sectors whose price adjustment
periods are comparatively longer. We believe our price adjustment mechanism will assist us in
responding to the rare earth price fluctuations. To limit the impact of rare earth price
fluctuations on our business operations to the extent possible, we have taken the following
measures, including (i) gradually enhance our price adjustment mechanism with our customers;
(i1) increasingly align our rare earth procurement volume with the order amount from our
customers; (iii) endeavor to reduce average cost of rare earth and enhance our production
efficiency by improving our production technology, increasingly adopt GBD technology in our
production, and establishing long-term relationships with large rare earth suppliers, which
enables us to purchase adequate rare earth to satisfy our needs, thereby enabling us to maintain
a safety inventory of rare earth with competitive price based on our anticipation of increases
in rare earth price; and (iv) continuously enhance our research and development efforts in
production process to reduce costs.

CUSTOMERS

We have established long-term and stable business relationships with our major
customers. In particular, three customers remained among our top five customers throughout
the Track Record Period. We had maintained business relationships ranging from three to ten
years as of June 30, 2021 with our five largest customers during the Track Record Period. In
2018, 2019, 2020 and the first half of 2021, sales to our top five customers represented
approximately 68.1%, 73.4%, 67.6%, and 69.6% of our revenue, respectively. Sales to our
largest customer represented approximately 23.3%, 37.3%, 26.2%, and 25.3% of our revenue
for the same periods, respectively. As advised by Frost and Sullivan, it is an industry norm for
NdFeB PMs manufactures to have a high customer concentration. As advised by Frost and
Sullivan, in 2018, 2019 and 2020, sales to top five customers of leading NdFeB PMs
manufactures in China generally represented 40% to 55% of their revenue, respectively. See
“Risk Factors — Risks Relating to Our Business and Industry — Our customer concentration is
high, and a loss of our major customers may adversely affect our business operations and
financial results”. Based on public information available and regular assessment conducted by
us, we are of the view that as of the Latest Practicable Date, all of our top five customers during

the Track Record were financially sound and in good operating condition.

To the best knowledge of our Directors, none of our Directors, Supervisors and/or their
respective close associates, or any of our existing Shareholders who owned more than 5% of
the issued share capital of the Company, had any interest in any of our top five customers
during the Track Record Period. None of our top five customers during the Track Record
Period was a supplier of the Group.
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The tables below set forth certain information of our top five customers during the Track
Record Period:

For the year ended December 31, 2018

Market
Years of % of Credit Capitalization as of
Customer Background relationship revenue Period Revenue in 2020 December 31, 2020"
Customer A A leading Chinese stated- I 23.3 90 days RMB227,656.0 RMB139.0 billion
owned rail transit and wind million
turbines manufacturing
enterprise listed on both the
SSE and HKSE
Customer B A leading Chinese technology 5 18.0° 30 days RMB285,709.7 RMB692.0 billion
enterprise group in million
consumer appliances,
HVAC, robotics and
industrial automation
systems listed on the SZSE
Customer C A leading Chinese NEV and 3 12.1 60 days RMB156,597.7 RMB508.8 billion
rail transit manufacturing million
enterprise listed on both the
SZSE and HKSE
Customer D A global leading technology § 11.4 90 days not publicly  not publicly available
and service provider that available
primarily sells automotive
parts, motors, electrical
tools and house appliances
Customer E~ A comprehensive equipment 9 33 90 days RMB137,285.1 RMB72.0 billion

manufacturing enterprise million
mainly focusing on new

energy generation equipment

and industrial equipment

Total 68.1
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For the year ended December 31, 2019

Customer

Background

Years of
business
relationship

% of
revenue

Credit
Period

Revenue in 2020V

Market
Capitalization as of
December 31, 2020V

Customer A

Customer B

Customer F

Customer D

Customer C

Total

Aleading Chinese stated-
owned rail transit and wind
turbines manufacturing
enterprise listed on both the
SSE and HKSE

Aleading Chinese technology
enterprise group in
consumer appliances,
HVAC, robotics and
industrial automation
systems listed on the SZSE

A global leading
electrification, automation
and digitalization solutions
provider based in Germany

A global leading technology
and service provider that
primarily sells automotive
parts, motors, electrical
tools and house appliances
based in Netherlands

A'leading NEVs and rail
transit manufacturing
enterprise listed on both the
SZSE and HKSE

7 313

734
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90 days

30 days

90 days

90 days

60 days

RMB227,656.0
million

RMB285,709.7
million

EUR9,483.0 million

not publicly
available

RMB156,597.7
million

RMB139.0 billion

RMB692.0 billion

EUR22.4 billion

not publicly available

RMB3508.8 billion
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For the year ended December 31, 2020

Customer

Background

Years of % of
business total Credit
relationship revenue Period

Market
Capitalization as of
Revenue in 2020  December 31, 2020

Customer A

Customer B

Customer G

Customer F

Customer D

Total

Aleading Chinese stated-
owned rail transit and wind
turbines manufacturing
enterprise listed on both the
SSE and HKSE

Aleading Chinese technology
enterprise group in
consumer appliances,
HVAC, robotics and
industrial automation
systems listed on the SZSE

A'leading Chinese
technological industrial
group in household
appliances,
high-end equipment and
communication equipment
based in Guangdong
Province, China, listed on
the SZSE

A global leading
electrification, automation
and digitalization solutions
provider based in Germany

A global leading technology
and service provider that
primarily sells automotive
parts, motors, electrical
tools and house appliances

1 26.2 90 days

5222 60 days

8 8.2 60 days

3 6.2 90 days

8 48 90 days

67.6
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For the six months ended June 30, 2021

Customer

Background

Years of % of
business total Credit
relationship revenue Period

Market
Capitalization as of
Revenue in 2020  December 31, 2020

Customer A

Customer B

Customer G

Customer D

Customer E

Total

Note:

Aleading Chinese stated-
owned rail transit and wind
turbines manufacturing
enterprise listed on both the
SSE and HKSE

Aleading Chinese technology
enterprise group in
consumer appliances,
HVAC, robotics and
industrial automation
systems listed on the SZSE

A'leading Chinese
technological industrial
group in household
appliances,
high-end equipment and
communication equipment
based in Guangdong
Province, China listed on
SZSE

A global leading technology
and service provider that
primarily sells car parts,
motors, electrical tools and
house appliances

A comprehensive equipment
manufacturing enterprise
mainly focusing on new

energy generation equipment

and industrial equipment

(1)  Based on public information.

1 25.3 90 days

5 20060 days

8 122 60 days

§ 5.4 90 days

9 46 90 days

09.6
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For the year ended December 31, 2018, the identity of our fifth largest customer, namely,
Customer E, was different from the identity of that as disclosed in our annual report for the year
ended December 31, 2018 as published on the websites of our Company and the SZSE (the
“2018 Annual Report”). Such difference in the composition of our five largest customers for
the year ended December 31, 2018 was attributable to consolidation of the sales amount to two
customers during the process of the preparation for the 2018 Annual Report. When preparing
for the 2018 Annual Report, our management understood from public information that the
aforementioned two customers were legally merged. As a result, our management decided to
consolidate sales amount to the aforementioned two customers in the 2018 Annual Report.
However, when preparing disclosure of our major customers, we noted that there were purchase
orders separately from the aforementioned two customers for the year ended December 31,
2018. In addition, based on other public information, we became aware that the business
integration of the aforementioned two customers might be still ongoing for the year ended
December 31, 2018, which could indicate that the relevant purchase decisions were made by
different business units. As a result, we were of the view that not consolidating the sales
amount of the aforementioned two customers would provide a more meaningful presentation.

We enter into sales agreements with, or accept purchase orders from, our customers. Such
sales agreements or purchase orders set out quality specifications, quantity and price. Under
such sales agreements or purchase orders, we are generally required to arrange transportation
of our products to destinations specified by our customers at our own cost and risk. We
generally grant credit periods ranging from 30 to 90 days to our customers.

We also enter into various framework agreements with certain major customers, which
generally do not specify the quantity or price of our products but cover certain procedural,
logistical and administrative matters between us and our customers. Set out below are the
material terms of certain framework agreements:

Duration Generally ranging from one year to indefinite term.

Quantity Typically there is no minimum purchase
commitment in the framework agreements and the
actual purchase volume is subject to specific
purchase orders or contracts.

Price and pricing policy The price will be subject to specific sales
agreements or purchase orders. Certain framework
agreements stipulate that the unit prices of our
products may be adjusted accordingly subject to
mutual agreement if the increase or decrease in our
production costs exceeds certain agreed threshold.
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Delivery We are generally required to deliver our products to
destinations specified by our customers at our own
cost and risk.

Settlement Our customers generally settle purchase prices by
wire transfer or bank acceptance bills.

Warranty Certain framework agreements provide that a small
percentage of the purchase price may be withheld
by our customers as warranty deposit and released
after an agreed period of time.

Other terms Generally including other terms such as product
quality, packaging, inspection, acceptance and
rejection, mold management, confidentiality and
liabilities for breach.

DELIVERY AND LOGISTICS

We are generally responsible for arranging the delivery of our products to locations
designated by our customers. We generally purchase insurance for each batch of products to be
delivered to our customers. Our products sold to overseas customers are generally transported
on a delivered-at-place basis.

During the Track Record Period, we engaged external logistic companies to deliver our
products. Pursuant to the agreements entered into between us and the logistic companies, the
logistic companies are responsible for any direct losses caused by them during the shipment of
our products. In 2018, 2019, 2020 and the first half of 2021, our cost for logistic services was
approximately RMB5.2 million, RMB7.5 million, RMB9.8 million and RMB4.9 million,
respectively, representing 0.5%, 0.6%, 0.6% and 0.4%. respectively, of our cost of sales.
During the Track Record Period and up to the Latest Practicable Date, we did not experience
any material disruption or damage in relation to the delivery of our products.

PROCUREMENT

The key materials for our high-performance NdFeB PM production are rare earths,
including both medium and heavy rare earths such as Dy-Fe and Tb, and light rare earths such
as Pr-Nd. Pr-Nd is the major raw material for our high-performance NdFeB PM production in
all downstream sectors, while production of high-performance NdFeB PMs in energy-saving
VFACs sector and NEVs and automotive parts sector requires higher usage of medium and
heavy rare earth as compared to production of high-performance NdFeB PMs in other sectors.
During the Track Record Period, we sourced all our rare earths from domestic suppliers. We
mainly sourced heavy rare earths from suppliers in Jiangxi and its neighboring regions and
light rare earths from suppliers located in Inner Mongolia and Sichuan, generally
corresponding to the geographic distribution of rare earth resources in China.
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The rare earths are subject to strict production volume controls in China. The Chinese
government imposed light rare earth mining quota of 100,850 tonnes, 112,850 tonnes, 120,850
tonnes and 148,850 tonnes in 2018, 2019, 2020 and 2021, respectively, and medium and heavy
rare earth mining quota of 19,150 tonnes in each of 2018, 2019, 2020 and 2021, respectively.
See “Risk Factors — Risks Relating to Our Business and Industry — We rely on a stable supply
of quality raw materials. Any decrease in the supply or increase in the prices of these raw
materials could have a material and adverse impact on our business”. According to the United
States Geological Survey, the annual total production volume of rare earth in China is
tantamount to the mining quota imposed by the PRC government for that year. In China, the
rare earth mining quota is allocated among only six rare earth groups, namely, China Northern
Rare Earth, China Southern Rare Earth, China Rare Earth & Metals Corporation Limited
(“China Rare Earth & Metals”), Xiamen Tungsten Co., Ltd. (“Xiamen Tungsten”), Guangdong
Rare Earth Industry Group Co., Ltd. (“Guangdong Rare Earth”) and China Minmetals
Corporation (“China Minmetals”). These six rare earth groups will then further allocate rare
earths they mined to companies that they hold a controlling interest or non-controlling interest
therein, in accordance with their respective annual mining quota. As a result, our top five
suppliers during the Track Record Period were either these six rare earth groups or companies
in which these six rare earth groups hold a controlling interest or non-controlling interest. The
tables below set forth rare earth mining quota for these six rare earth groups for the periods

indicated:
For the year ended December 31, 2018

Medium and
Light rare heavy rare

earth mining earth mining Rare earth
(1

Rare earth group quota™ quota™” mining quota

(tonnes) (tonnes) (tonnes)
China Northern Rare Earth N/A N/A 69,250
China Southern Rare Earth N/A N/A 28,250
China Rare Earth & Metals N/A N/A 14,350
Xiamen Tungsten N/A N/A 3,440
Guangdong Rare Earth N/A N/A 2,700
China Minmetals N/A N/A 2,010
Subtotal 100,850 19,150 120,000
Note:

(1)  The PRC government did not disclose the respective mining quota of light rare earth and medium and
heavy rare earth for these six rare earth groups in 2018.
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For the year ended December 31, 2019

Light rare
earth mining

Medium and
heavy rare
earth mining

Total rare
earth mining

earth mining

earth mining

Rare earth group quota quota quota
(tonnes) (tonnes) (tonnes)

China Northern Rare Earth 70,750 - 70,750
China Southern Rare Earth 27,750 8,500 36,250
China Rare Earth & Metals 14,350 2,500 16,850
Xiamen Tungsten - 3,440 3,440
Guangdong Rare Earth — 2,700 2,700
China Minmetals - 2,010 2,010
Subtotal 112,850 19,150 132,000

For the year ended December 31, 2020
Medium and
Light rare heavy rare Total rare

earth mining

Rare earth group quota quota quota

(tonnes) (tonnes) (tonnes)
China Northern Rare Earth 73,750 - 73,550
China Southern Rare Earth 32,750 8,500 41,250
China Rare Earth & Metals 14,550 2,500 17,050
Xiamen Tungsten - 3,440 3,440
Guangdong Rare Earth - 2,700 2,700
China Minmetals — 2,010 2,010
Subtotal 120,850 19,150 140,000
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For the year ended December 31, 2021

Medium and

Light rare heavy rare Total rare

earth mining earth mining earth mining

Rare earth group quota quota quota
(tonnes) (tonnes) (tonnes)

China Northern Rare Earth 100,350 - 100,350
China Southern Rare Earth 33,950 8,500 42,450
China Rare Earth & Metals 14,550 2,500 17,050
Xiamen Tungsten - 3,440 3,440
Guangdong Rare Earth - 2,700 2,700
China Minmetals - 2,010 2,010
Subtotal 148,850 19,150 168,000

To ease the tight supply of rare earth, the Ministry of Industry and Information
Technology raised the rare earth mining quota in 2021 to 168,000 tonnes, representing an
increase of 20% compared with that in 2020. According to the United States Geological
Survey, the annual total production volume of rare earth in China is tantamount to the mining

quota imposed by the PRC government for that year.

For the years ended December 31, 2018, 2019 and 2020, our total purchase volume of rare
earths as a percentage of the total production volume of rare earths in the PRC was 1.7%, 1.8%
and 2.3%, respectively. For the years ended December 31, 2018, 2019 and 2020 and the six
months ended June 30, 2021, our purchase volume of rare earths from China Southern Rare
Earth as a percentage of our total purchase volume of rare earths was 5.2%, 9.9%, 4.6% and
15.5%, respectively.

During the Track Record Period, our purchase amount of Pr-Nd, which is the major raw
material for our production of high-performance NdFeB PMs, accounted for less than 10% of
the total production volume of Pr-Nd in China, according to Frost & Sullivan. Given that the
supply restrictions implemented by the Chinese government in the form of mining quotas could
limit the amount of raw materials available to rare earth downstream sectors, we have entered
into rare earth supply agreements with certain of our major suppliers to ensure a stable supply
of rare earths. See “— Suppliers” below for details.
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During the Track Record Period, prices of rare earth experienced fluctuations. The unit
price of rare earth we purchase is generally based on negotiations with our suppliers by
reference to prices published on third-party bulk commodity information websites. We do not
hedge our risk exposures in connection with rare earth prices using derivative instruments,
given that so far as we are aware there is no such derivative market of rare earth appropriate
for such hedging purpose. We also maintain and manage a safety inventory of rare earth based
on our anticipation of the movements in the rare earth market. See “Risk Factors — Risks
Relating to Our Business and Industry — Fluctuations in rare earth prices could have an adverse
effect on our results of operations”. Please refer to the section headed “Financial Information

— Significant Factors Affecting Our Results of Operations” in this prospectus for more details.

During the Track Record Period, we also purchased other metal and chemicals for our
production. Most of such raw materials can be readily purchased on public markets at
transparent prices. In 2018, 2019 and 2020 and the first half of 2021, our cost of raw materials
and consumables was approximately RMB769.3 million, RMB1,001.5 million, RMB1,413.9
million and RMB1,114.2 million, respectively, representing approximately 77.1%, 77.9%,
81.0% and 83.4% of our total cost of sales for the same periods, respectively. During the Track
Record Period, we did not experience any material difficulty in the timely procurement of
materials at prices acceptable to us.

SUPPLIERS

We have established stable and long-term business relationships with our suppliers. As of
June 30, 2021, we had four to ten years of business relationships with our top five suppliers
during the Track Record Period. In 2018, 2019 and 2020 and the first half of 2021, purchases
from our top five suppliers accounted for approximately 72.4%, 67.7%, 64.4% and 75.8% of
our total purchases for the same periods, respectively. Purchases from our largest supplier
represented approximately 27.5%, 24.4%, 24.2% and 25.6% of our total purchases for the same
periods, respectively. See “Risk Factors — Risks Relating to Our Business and Industry — We
procure a significant portion of our raw materials from our top five suppliers. Any adverse
change in business relationship with our major suppliers could materially and adversely affect
our business, financial condition and results of operations”. To mitigate our supplier
concentration, we have established business relationships with five of the six rare earth groups
in China (with themselves or companies these rare earth groups directly or indirectly hold
equity interests therein). During the Track Record Period, all of our top five suppliers were
Chinese companies. Based on public information available and regular assessment conducted
by us, we are of the view that as of the Latest Practicable Date, all of our top five suppliers
during the Track Record were financially sound and in good operating condition.
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The tables below set forth the basic information of our top five suppliers for the periods

indicated:

For the year ended December 31, 2018

Major products Years of % of total

Supplier Background procured relationship purchases Credit Period

Supplier A A company based in Sichuan mainly Light rare earth 10 275 Within 60 days of
engaged in rare earth smelting, and heavy rare delivery
separation and deep processing earth

Supplier B A high-tech enterprise based in Light rare earth 10 273 Within 30 days of
Jiangxi mainly engaged in rare delivery
earth production

Supplier C A state-owned high-tech enterprise ~ Light rare earth 9 7.6 Within 30 days of
based in Sichuan mainly engaged delivery
in rare earth production

Supplier D A high-tech enterprise based in Light rare earth 5 5.2 Payment upon
Inner Mongolia mainly engaged delivery
in rare earth production

Supplier E A company based in Jiangxi mainly ~ Light rare earth 4 4.8 Within 45 days of
engaged in the recycle of and heavy rare delivery and
magnetic materials earth invoice

Total 724
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For the year ended December 31, 2019

Major products Years of % of total
Supplier Background procured relationship purchases Credit Period
Supplier A A company based in Sichuan mainly ~Light rare earth 10 244 Within 60 days of
engaged in rare earth smelting, and heavy rare delivery
separation and deep processing earth
Supplier B A high-tech enterprise based in Light rare earth 10 13.4 Within 30 days of
Jiangxi mainly engaged in rare delivery
earth production
Ganzhou Rare A state-owned enterprise based in ~ Light rare earth 10 12.8 Within 30 days of
Earth Ganzhou, Jiangxi mainly engaged ~ and heavy rare delivery
in the investment and asset earth
management in rare earth industry
Supplier D A high-tech enterprise based in Light rare earth 5 10.2 Within 45 days of
Inner Mongolia mainly engaged and heavy rare shipment
in rare earth production earth
Supplier C A state-owned high-tech enterprise  Ingot 9 6.9 Within 30 days of
based in Sichuan mainly engaged delivery
in rare earth production
Total 67.7
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For the year ended December 31, 2020

Major products Years of % of total
Supplier Background procured relationship purchases Credit Period
Supplier A A company based in Sichuan mainly ~Light rare earth 10 242 Within 75 days of
engaged in rare earth smelting, and heavy rare delivery
separation and deep processing earth
Supplier D A high-tech enterprise based in Light rare earth 5 203 Within 30 to
Inner Mongolia mainly engaged 60 days upon
in rare earth production delivery
Ganzhou Rare A state-owned enterprise based in ~ Light rare earth 10 8.7 Within 60 days of
Earth Ganzhou, Jiangxi mainly engaged ~ and heavy rare delivery
in the investment and asset earth
management in rare earth industry
Supplier F A state-owned enterprise mainly Light rare earth I 5.8 Within 7 days of
engaged in the production and and heavy rare delivery
sales of metals, including rare earth
earth metals
Supplier B A high-tech enterprise based in Light rare earth 10 5.4 Within 30 days of
Jiangxi mainly engaged in rare and heavy rare delivery
earth production earth
Total 64.4
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For the six months ended June 30, 2021

Major products Years of % of total
Supplier Background procured relationship purchases Credit Period
Supplier D A high-tech enterprise based in Light rare earth 5 25.6 Within 45 days of
Inner Mongolia mainly engaged shipment
in rare earth production
Supplier A A company based in Sichuan mainly Light rare earth 10 23.0° Within 75 days of
engaged in rare earth smelting, and heavy rare delivery
separation and deep processing, earth
based in Sichuan
Ganzhou Rare A state-owned enterprise based in ~ Light rare earth 10 17.5 Within 60 days of
Earth Ganzhou, Jiangxi mainly engaged ~ and heavy rare delivery
in the investment and asset earth
management in rare earth industry
Supplier G A company based in Ganzhou, Light rare earth 1 6.5 Within 30 days of
Jiangxi mainly engaged in the and heavy rare delivery
production and sales of rare earth  earth
products and the research and
development of related production
processes and technologies
Supplier H A company based in Inner Mongolia Light rare earth 9 3.2 Prepayment
mainly engaged in the R&D, required
production and sales of RE
materials, RE alloys and RE
products
Total 758
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In selecting our suppliers, we conduct reviews on different aspects such as the basic
information of the supplier, its supply capacity and ability to assure product quality, past
dealings, delivery time and its service and quality assurance system. Our procurement team
places purchase orders with selected suppliers based on our production plan, inventory, cash
management needs and existing procurement plan. During the Track Record Period, Ganzhou
Rare Earth, a shareholder of our Company which held over 5% of our A Shares as of June 30,
2021, were among our five largest suppliers. Save as disclosed, our Directors confirm that, as
of the Latest Practicable Date, none of the Directors, Supervisors or their close associates or
our existing Shareholders who, to the knowledge of the Directors, owned more than 5% of our
issued share capital, had any interest in any of our five largest suppliers.

We generally enter into purchase contracts or place orders with our suppliers for each of
our purchases. Set out below are the material terms of such purchase contracts or orders:

Specification The contracts or orders set out the type of rare earth,
quality specifications, and quantity of the rare earth
to be supplied.

Price The contracts or orders set out the unit price of rare
earth.

Delivery Our suppliers are typically required to deliver the
rare earth to our production plant at the required
time.

Payment Certain suppliers may require us to make full

prepayments to them. Otherwise we generally make
payments to our suppliers after the delivery of rare
earth to our production plant mainly by way of bank
acceptance bills or wire transfer.

Credit Period Other that the full prepayments as requested by
certain suppliers, our suppliers