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IMPORTANT

IMPORTANT: If you have doubt about any of the contents in this prospectus, you should obtain independent
professional advice.
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GLOBAL OFFERING

Number of Offer Shares under the Global Offering : 120,060,000 Shares (subject to the Over-allotment Option)
Number of Hong Kong Offer Shares : 12,006,000 Shares (subject to reallocation)
Number of International Offer Shares : 108,054,000 Shares (subject to reallocation and the

Over-allotment Option)

Offer Price (subject to a Downward : Not more than HK$5.06 and not less than HK$3.91 per Offer

Offer Price Adjustment) Share, plus brokerage of 1.0%, SFC transaction levy of
0.0027%, Stock Exchange trading fee of 0.00565% and AFRC
transaction levy of 0.00015% (payable in full on application
in Hong Kong dollars, subject to refund) (If the Offer Price is
set at 10% below the low-end of the indicative Offer Price
range after making a Downward Offer Price Adjustment, the
Offer Price will be HK $3.52 per Offer Share)
Nominal value : US$0.0001 per Share
Stock code : 2306

Joint Sponsors, Overall Coordinators, Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers
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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 documents specified in the section headed “Documents Delivered to the Registrar of Companies and Available on
Display” in Appendix VI 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 documents referred to above.

The Offer Price is expected to be determined by agreement between the Overall Coordinators and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) and our Company on the Price Determination Date. The Price Determination Date is expected to be on or around Thursday, January 12, 2023 and, in any event,
not later than Monday, January 16, 2023.

The Offer Price will be not more than HK$5.06 per Offer Share and is currently expected to be not less than HK$3.91 per Offer Share (subject to a Downward Offer Price
Adjustment), unless otherwise announced. Applicants for the Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$5.06 per Hong
Kong Offer Share, plus brokerage fee of 1.0%, SFC transaction levy of 0.0027%, Stock Exchange trading fee of 0.00565% and AFRC transaction levy of 0.00015%, subject
to refund if the Offer Price as finally determined is less than HK$5.06 per Hong Kong Offer Share.

If, for any reason, the Offer Price is not agreed by Monday, January 16, 2023 between our Company, the Overall Coordinators and the Joint Global Coordinators (for
themselves and on behalf of the Underwriters), the Global Offering will not proceed and will lapse.

The Overall Coordinators and the Joint Global Coordinators (for th Ives and on behalf of the Underwriters) may, with our consent, reduce the number of Offer
Shares being offered under the Global Offering and/or the indicative Offer Price range stated in this prospectus at any time on or prior to the morning of the last
day for lodging applications under the Hong Kong Public Offering. In such a case, an t will be published on the website of the Stock Exchange at
www.hkexnews.hk and our website at www.yuehuamusic.com not later than the morning of the day which is the last day for lodging applications under the Hong
Kong Public Offering. For further information, see “Structure of the Global Offering” and “How to apply for Hong Kong Offer Shares” in this prospectus. If
applications for the Hong Kong Offer Shares have been submitted prior to the day which is the last day for lodging applications under the Hong Kong Public
Offering, then such applications can be subsequently withdrawn if the number of Offer Shares and/or the indicative Offer Price range is so reduced.

The obligations of the Hong Kong Underwrlters under the Hong Kong Underwriting Agr t are subject to termination by the Overall Coordinators and the
Joint Global Coordinators (for th Ives and on behalf of the Hong Kong Underwriters) if certam grounds arise prior to 8:00 a.m. on the Listing Date. Such
grounds are set out in the section headed “Underwriting—Underwriting Arra ts and Exp s—Hong Kong Public Offering—Grounds for Termination” in
this prospectus. It is important that you refer to that section for further details.

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 the
section headed “Risk Factors” 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. The Offer Shares are being offered, sold or delivered outside the United States in offshore transactions in reliance on Regulation S or
other exemption from the registration requirements under the U.S. Securities Act.

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 on the website of the Stock Exchange at www.hkexnews.hk and our website at www.yuehuamusic.com. If you require a
printed copy of this prospectus, you may download and print from the website addresses above.

December 30, 2022



IMPORTANT

IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

In accordance with the Listing Rules, 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 on the website of the Stock Exchange at www.hkexnews.hk
under the “HKEXnews > New Listings > New Listing Information” section and our website at
www.yuehuamausic.com. 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

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 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 Hong Kong Share Registrar and White Form eIPO Service Provider,
Computershare Hong Kong Investor Services Limited, at +852 2862 8646 on the following dates:

Friday, December 30, 2022 — 9:00 a.m. to 9:00 p.m.
Saturday, December 31, 2022 — 9:00 a.m. to 6:00 p.m.
Sunday, January 1, 2023 — 9:00 a.m. to 6:00 p.m.
Monday, January 2, 2023 — 9:00 a.m. to 6:00 p.m.
Tuesday, January 3, 2023 — 9:00 a.m. to 9:00 p.m.
Wednesday, January 4, 2023 — 9:00 a.m. to 9:00 p.m.
Thursday, January 5, 2023 — 9:00 a.m. to 9:00 p.m.
Friday, January 6, 2023 — 9:00 a.m. to 9:00 p.m.
Saturday, January 7, 2023 — 9:00 a.m. to 6:00 p.m.
Sunday, January 8, 2023 — 9:00 a.m. to 6:00 p.m.
Monday, January 9, 2023 — 9:00 a.m. to 9:00 p.m.
Tuesday, January 10, 2023 — 9:00 a.m. to 9:00 p.m.
Wednesday, January 11, 2023 — 9:00 a.m. to 9:00 p.m.
Thursday, January 12, 2023 — 9:00 a.m. to 12:00 noon

We will not provide any physical channels to accept any application for the Hong Kong Olffer
Shares by the public. The contents of the electronic version of this prospectus are identical to the
printed prospectus as registered with the Registrar of Companies in Hong Kong pursuant to section
342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the
Laws of Hong Kong).

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.

See “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.




IMPORTANT

Minimum Application Amount and Permitted Numbers

Your application through the White Form eIPO service or the CCASS EIPO service must be
made for a minimum of 3,000 Hong Kong Offer Shares and in multiples of that number of Hong Kong
Offer Shares as set out in the table below. You are required to pay the amount next to the number of
Hong Kong Offer Shares you select.

YH Entertainment Group (Stock Code 2306)
(HK$5.06 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 Hong Kong Hong Kong Hong Kong

Offer Shares Amount payable Offer Shares Amount payable Offer Shares Amount payable Offer Shares Amount payable
applied for  on application  applied for on application applied for on application applied for on application

HK$ HKS$ HKS§ HK$

3,000 15,333.09 60,000 306,661.81 300,000 1,533,309.04 1,050,000 5,366,581.60
6,000 30,666.19 75,000 383,327.26 330,000 1,686,639.92 1,200,000 6,133,236.12
9,000 45,999.27 90,000 459,992.71 360,000 1,839,970.83 1,500,000 7,666,545.16
12,000 61,332.36 105,000 536,658.17 390,000 1,993,301.74 1,800,000 9,199,854.18
15,000 76,665.45 120,000 613,323.61 420,000 2,146,632.64 2,100,000 10,733,163.21
18,000 91,998.55 135,000 689,989.06 450,000 2,299,963.55 2,400,000 12,266,472.25
21,000 107,331.63 150,000 766,654.51 540,000 2,759,956.25 2,700,000 13,799,781.26
24,000 122,664.72 180,000 919,985.42 630,000 3,219,948.96 3,000,000 15,333,090.30
27,000 137,997.81 210,000 1,073,316.32 720,000 3,679,941.67 4,500,000 22,999,635.46
30,000 153,330.91 240,000 1,226,647.22 810,000 4,139,93438  6,003,000() 30,681,513.69
45,000 229,996.36 270,000 1,379,978.13 900,000 4,599,927.09

Note:
(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 such
an application is liable to be rejected.



EXPECTED TIMETABLE®

If there is any change in the following expected timetable of the Hong Kong Public
Offering, our Company will issue an announcement to be published on the website of the Stock
Exchange at www.hkexnews.hk and our website at www.yuehuamausic.com.

Hong Kong Public Offering commences ..................... 9:00 a.m. on Friday, December 30, 2022

Latest time to complete electronic applications under White Form
eIPO  service through the designated website at
www.eipo.com.hk® .. ... .. .. 11:30 a.m. on Thursday, January 12, 2023

Application lists of the Hong Kong Public Offering open® ... ... 11:45 a.m. on Thursday, January 12, 2023

Latest time for (a) completing payment of 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 Thursday, January 12, 2023

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 of the Hong Kong Public Offering close® ... ... 12:00 noon on Thursday, January 12, 2023
Expected Price Determination Date® .. ...................... Thursday, January 12, 2023

Where applicable, announcement of the Offer Price being set
below the low-end of the indicative Offer Price range after making
a Downward Offer Price Adjustment (please refer to the section
headed “Structure of the Global Offering — Pricing and
Allocation” in this prospectus) on the website of the Stock
Exchange at www.hkexnews.hk and our website at
www.yuehuamusic.com® on or before ..................... (in a separate announcement)©(7)

Irrespective of whether a Downward Offer Price Adjustment is
made, 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 allocation of the
Hong Kong Offer Shares under the Hong Kong Public Offering to
be published on the website of the Stock Exchange at
www.hkexnews.hk and our website at www.yuehuamusic.com(”
onorbefore ... ... Wednesday, January 18, 2023

The 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:

* in the announcement to be posted on the website of the Stock
Exchange at www.hkexnews.hk and our website at
www.yuehuamusic.com, respectively? .................. Wednesday, January 18, 2023

e from the designated results of allocations website at

www.iporesults.com.hk (alternatively: English 8:00 am. on
https://www.eipo.com.hk/en/Allotment; Chinese Wednesday, January 18, 2023 to
https://www.eipo.com.hk/zh-hk/Allotment) with a “search 12:00 midnight on
by ID” function from .......... .. .. ... .. . Tuesday, January 24, 2023
* from the allocation results telephone enquiry by calling Wednesday, January 18, 2023, Thursday,
+852 2862 8555 between 9:00 a.m. and 6:00 p.m.on ........ January 19, 2023, Friday, January 20, 2023 and

Thursday, January 26, 2023



EXPECTED TIMETABLE®

Share certificates in respect of wholly or partially successful
applications pursuant to the Hong Kong Public Offering to be

dispatched/collected or deposited into CCASS on or before® (10 Wednesday, January 18, 2023

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 pursuant to the Hong Kong Public Offering to be

dispatched/collected on or before® (0 ... .. . oo oo Wednesday, January 18, 2023

Dealings in the Shares on the Stock Exchange expected to
commence at 9:00 a.m.on ......... .. Thursday, January 19, 2023

The application for the Olffer Shares will commence on Friday, December 30, 2022
through Thursday, January 12, 2023, being longer than normal market practice of three and a
half days. The application monies (including the brokerage fees, SFC transaction levy, Stock
Exchange trading fees and AFRC transaction levy) will be held by the receiving bank on behalf of
the Company and the refund monies, if any, will be returned to the applicants without interest on
Wednesday, January 18, 2023. Investors should be aware that the dealings in the Shares on the
Stock Exchange are expected to commence on Thursday, January 19, 2023.

Notes:

M
@

(€)

Q)

®)

©)
@)
®)

®

Unless otherwise stated, all times and dates refer to Hong Kong local times and dates.

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 application monies) until 12:00 noon on the last day for submitting applications, when the
application lists close.

If there is/are a “black” rainstorm warning or 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 Thursday, January 12, 2023, the application lists will not open and will
close on that day. For further details, see “How to Apply for Hong Kong Offer Shares—10. Effect of Bad Weather on the Opening and
Closing of the Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to the HKSCC via CCASS or
instructing your broker or custodian to apply on your behalf via CCASS should refer to “How to Apply for Hong Kong Offer Shares—
6. Applying Through CCASS EIPO Service” in this prospectus.

The Price Determination Date is expected to be on or about Thursday, January 12, 2023, and in any event, not later than Monday,
January 16, 2023. If, for any reason, the Offer Price is not agreed between the Overall Coordinators and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters) and us on or before Monday, January 16, 2023, the Global Offering will not proceed
and will lapse.

To be announced as soon as practicable after the Price Determination Date but before the issue of the allotment results announcement.
Neither of the websites nor any of the information contained on the websites forms part of this prospectus.

Share certificates will only become valid evidence of title at 8:00 a.m. on the Listing Date provided that the Global Offering has become
unconditional in all respects, and neither of the Underwriting Agreements has been terminated in accordance with its terms, prior to 8:00
a.m. on the Listing Date. Investors who trade the Shares on the basis of publicly available allocation details prior to the receipt of share
certificates or prior to the share certificates becoming valid evidence of title do so entirely at their own risk.

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 wholly or partially 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 encashment of
the refund check. Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may invalidate or delay
encashment of the refund check.

(10) Applicants who have applied on White Form eIPO for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong Public Offering

may collect any refund checks (where applicable) and/or share certificates (where applicable) in person from our Hong Kong 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 Wednesday, January 18, 2023 or such other date as notified by us as the date
of dispatch/collection of 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 Hong Kong Share Registrar at the time of collection.
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EXPECTED TIMETABLE®

Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service should refer to “How to Apply for Hong Kong
Offer Shares—14. Dispatch/Collection of Share Certificates and Refund Monies—Personal Collection—(ii) if you apply through
CCASS EIPO service” in this prospectus for details.

Applicants who have applied through the White Form eIPO service and paid their applications monies through single bank account 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.

Share certificates and/or refund checks for applicants who have applied for less than 1,000,000 Hong Kong Offer Shares and any
uncollected 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 “How to Apply for Hong Kong Offer Shares—13. Refund of Application Monies” and “How to Apply
for Hong Kong Offer Shares—14. Dispatch/Collection of Share Certificates and Refund Monies” in this prospectus.

The above expected timetable is a summary only. For further details of the structure of the
Global Offering, including its conditions, and the procedures for applications for Hong Kong Offer
Shares, see “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this
prospectus for details.

If the Global Offering does not become unconditional or is terminated in accordance with its
terms, the Global Offering will not proceed. In such case, our Company will make an announcement as
soon as practicable thereafter.
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IMPORTANT NOTICE TO INVESTORS

This prospectus is issued by us 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 making, and does not constitute, an
offer or invitation in any other jurisdiction or in any other circumstances. No action has been
taken to permit a public offering of the Offer Shares in any jurisdiction other than Hong Kong and
no action has been taken to permit the distribution of this prospectus in any jurisdiction other
than Hong Kong. The distribution of this prospectus for purposes of a public offering and the
offering 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 therefiom.

You should rely only on the information contained in this prospectus and the Application
Forms to make your investment decision. The Hong Kong Public Offering is made solely on the
basis of the information contained and the representations made in this prospectus. We have not
authorized anyone to provide you with information that is different from what is contained in this
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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. Moreover, there are risks associated with any investment. Some of the particular risks in
investing in the Offer Shares are set out in the section headed “Risk Factors.” You should read
the entire document carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are an established artist management company in China. According to Frost & Sullivan, we
ranked first among artist management companies in China with a market share of 1.9% in terms of
artist management revenue in 2021. Since our establishment in 2009, we have grown into a culture and
entertainment platform comprising three complementary businesses of artist management, music 1P
production and operation, and pan-entertainment business.

Consumers’ ever-expanding demand for high-quality entertainment has put increased spotlights
on established artists, around whom the entertainment industry has been evolving for many years.
Today’s established artists no longer limit themselves to one particular genre in which they originally
specialize. They perform in various types of entertainment content, including music, variety programs,
drama series and movies. Further, through endorsement deals and business promotion activities,
established artists help corporate customers raise the market awareness of their products or services. As
a professional artist management company, we arrange our managed artists to provide high quality
services to our customers, and assist our managed artists to pursue commercial opportunities and
develop their career. Our business covers the entire artist management industry value chain, from artist
training, artist operation to artist promotion. Our extensive industry expertise has laid the foundation
for us to lead China’s artist management market and embrace the opportunities.

Our business model consists of the following three business lines:

*  Artist management. We have established a full-fledged professional artist management
system, which has enabled us to assemble a diverse team of managed artists and a robust
pipeline of trainees. As of the Latest Practicable Date, we had 69 managed artists and 59
trainees enrolled in our trainee program. We continuously identify candidates with high
artistic potential, and train them into artists with solid performing skills, strong
professionalism and sound moral character. Benefiting from their positive public images
and popularity, our managed artists have entered into endorsement deals with, and
participated in business promotion activities, for a wide selection of well-known domestic
and international brands. In addition, our managed artists have played important roles in
various popular productions, such as the drama series “Faith Makes Great: Choice (5
HE B 2 $L),” “Luoyang (JEEI%F5)” and “Floating Youth (vkEk 2 4F),” the movies “The
Pioneer (#:1ii#),” “The Founding of An Army (% K2)” and “Beginning of the Great
Revival (23 %3),” and the variety programs “Street Dance of China (%2 ! #t/2#5)”
and “One More Try (MifRE%).” In a highly fragmented artist management market in
China, we have the largest market share, in terms of artist management revenue in 2021, of
1.9%, according to Frost & Sullivan.

In the artist management business, we generate revenue primarily from providing services
to customers, which include corporate customers, media platforms, content producers and
advertising agencies, by arranging our managed artists to (i) participate in commercial
activities, such as endorsement deals, business promotion activities and other commercial
activities, and (ii) provide entertainment content services such as performing in movies,

1



SUMMARY

drama series and variety programs. Our cost of revenue consists primarily of payments to
our managed artists and their related entities, who are our major suppliers. Pursuant to the
artist management contracts, we share revenue with our managed artists after deducting
relevant expenses, according to percentages set out in the artists’ contracts, which vary
according to the terms of the contracts.

During the Track Record Period, we entered into cooperation agreements with certain
media platforms, which allowed them to manage some of our managed artists for a period
typically ranging from 18 to 24 months. We share the revenue generated with these
platforms based on agreed percentages. After the conclusion of such arrangement, we will
continue to manage the artists pursuant to their artist management contracts.

For more details about the business model of our artist management business, see
“Business—Our Business—Artist Management.”

Music IP production and operation. As many of our managed artists were trained to sing,
we started our music IP production and operation business in 2009. We have established an
extensive library of music IPs, comprising approximately 1,200 original music recordings
and videos we produced for our managed artists and more than 56,000 musical works we
licensed from third-party copyright holders as of September 30, 2022. The musical works in
our music IP library cover a diverse range of genres, including pop, ballad, electronic dance,
hip hop and rock. The digital singles and albums we produced for our managed artists enjoy
high popularity. As of September 30, 2022, “No Feelings (#£/&)” and “My Rules (FKA7t
FspAll),” two digital singles we produced for Mr. Wang Yibo, sold over 17 million and 15
million copies, respectively. “Chapter Z,” a digital album we produced for Mr. Zhu
Zhengting, sold approximately two million copies as of the same date. Musical works we
produced for our managed artists are distributed on China’s top music streaming platforms,
such as NetEase Cloud Music and Tencent Music, as well as international music streaming
platforms for listeners to stream or download.

In the music IP production and operation business, we generate revenue primarily from
(1) licensing of our original music IPs to music service providers, (ii) sub-licensing of our
licensed music IPs to music service providers, and (iii) sales of digital and physical copies
of our music IPs. Our customers primarily include major music streaming platforms and
telecommunication companies in China. Our cost of revenue consists primarily of
production cost of music content, such as licensing fees paid to service providers who
provide us with demos, music compositions and lyrics. During the Track Record Period, in
addition to our in-house music production team, we engaged third parties to facilitate our
music production process from time to time. For more details about the business model of
our music IP production and operation, see “Business—Our Business—Music [P
Production and Operation.”

Pan-entertainment business. Leveraging our industry experience in the artist management
market, we have actively expanded our footprint in the pan-entertainment business,
including commercial development of virtual artists, variety program format licensing and
sales of artist-related merchandise. We collaborated with a business partner to develop A-
SOUL, a popular virtual artist group consisting of five digitally created members, which
debuted in November 2020.

In the pan-entertainment business, we generate revenue primarily from (i) commercial
development of virtual artists, (ii) variety program format licensing and (iii) sales of artist-
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related merchandise. During the Track Record Period, we collaborated with a business
partner in the commercial development of A-SOUL and engaged third parties in the
production and sales of artist-related merchandise.

We experienced rapid growth in 2019, 2020 and 2021. Our revenue increased from RMB631.4
million in 2019 to RMB922.0 million in 2020, and further increased to RMB1,290.4 million in 2021, at
a CAGR of 43.0% between 2019 and 2021. Our profit for the year increased significantly from
RMB119.3 million in 2019 to RMB291.9 million in 2020, and further increased to RMB335.3 million
in 2021, at a CAGR of 67.6% between 2019 and 2021. Such increases reflected our continuous
business growth and expansion in 2019, 2020 and 2021. Our revenue decreased by 15.9% from
RMBS895.1 million in the same period of 2021 to RMB752.6 million in the nine months ended
September 30, 2022, primarily due to the impact of the COVID-19 pandemic. For more details, see
“Financial Information—Impact of COVID-19.” Our profit for the period increased substantially to
RMB1,344.7 million in the nine months ended September 30, 2022 from RMB236.7 million in the
same period of 2021, primarily because we recorded fair value gains of convertible preferred shares of
RMB1,204.0 million in the nine months ended September 30, 2022 as a result of the change in
valuation of our convertible preferred shares. For more details, see “Financial Information—Period to
Period Comparison of Results of Operations.”

OUR COMPETITIVE STRENGTHS
We believe our previous success is attributable to the following competitive strengths:
*  An established artist management company in China;

*  Yuehua model underpinned by systematic trainee cultivation and professional artist
operation;

*  Extensive, diversified and longstanding cooperation with business partners;
e Established Yuehua brand image underpinned by corporate social responsibility; and

*  Visionary and experienced management team and resourceful investors.

For further details, see “Business—OQOur Competitive Strengths.”

OUR STRATEGIES

To achieve our business objectives, we intend to leverage our competitive strengths and
implement the following strategies:

*  Solidify our advantage by increasing the quality and quantity of our managed artists;
*  Further expand our music IP library;

*  Continue to diversify our business model and build a comprehensive culture and
entertainment platform;

*  Explore the overseas market and expand our global footprint; and

e Continue to recruit and retain talented professionals for our business and management
teams.

For further details, see “Business—Our Strategies.”
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RISK FACTORS

Our business and the Global Offering involve certain risks, which are set out in “Risk Factors”
in this prospectus. You should read that section in its entirety carefully before you decide to invest in
our Shares. Some of the major risks that we face include:

*  Our business depends significantly on our managed artists’ reputation and the public’s
perception of our brand. Any negative publicity on our managed artists, our Company and
management, business partners or industry, may harm our brand image, which could
materially and adversely affect our business, financial condition or results of operations;

*  We generate a substantial portion of our revenue from our artist management business. If
we fail to maintain our relationship with artists and trainees or enlarge the number of
artists and trainees managed by us, our business, financial condition and results of
operations could be materially and adversely affected;

*  Our business is highly sensitive to public tastes and is dependent on our ability to secure
and develop popular artists, and we may not be able to anticipate or respond effectively to
changes in audience’s preferences and market trends, which could materially and
adversely affect our business, financial condition and results of operations;

*  Our business depends, in significant part, on the general prosperity and development of
China’s overall entertainment industry, corporate spending and discretionary consumer
spending. Challenging economic conditions and other negative factors may impact
corporate and consumer spending, which could have a material adverse effect on our
business, financial condition and results of operations; and

» If we fail to maintain our business relationship with our major customers or expand our
customer base, our business, financial condition and results of operations could be
materially and adversely affected.

MAJOR CUSTOMERS AND SUPPLIERS

During the Track Record Period, our customers consisted primarily of (i) domestic and
international brands; (ii) content producers and media platforms; and (iii) music service providers that
license music IPs from us. Our revenues attributable to the five largest customers for each year or
period during the Track Record Period were RMB173.3 million, RMB245.2 million, RMB301.2
million and RMB148.1 million, respectively, accounting for approximately 27.4%, 26.5%, 23.4% and
19.6% of our total revenue for the corresponding year or period, respectively.

During the Track Record Period, our suppliers consisted primarily of (i) our managed artists
and entities controlled by them; (ii) media platforms; (iii) service providers who provide styling,
personal security and photography services; and (iv) service providers who provide demos, music
compositions and lyrics in connection with our music IP production and operation. Our purchases of
services attributable to the five largest suppliers for each year or period during the Track Record Period
were RMB152.1 million, RMB229.5 million, RMB424.6 million and RMB270.0 million, respectively,
accounting for approximately 43.3%, 53.6%, 61.6% and 59.8% of our total purchases for the
corresponding year or period, respectively.

Relationship with Our Managed Artists

Our managed artists play an important role in our business development and our cooperation
with them is an integral part of our business operation. Our rich industry resources, professional artist
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management teams and proven track record of nurturing well-known artists have allowed us to
continuously attract talented young people and promote the performing art careers of our managed
artists, helping us create and maintain a mutually beneficial and complementary relationship with the
artists.

We have established and maintained stable, long-term business relationships with our managed
artists and we normally enter into exclusive artist management contracts with them. The majority of
these long-term contracts have terms ranging from five to 15 years. Our contracts with artists who are
graduates of our Yuehua trainee program typically have even longer terms, ranging from eight to 15
years.

57 of our 69 managed artists as of the Latest Practicable Date are graduates of our Yuehua
trainee program. The long-term working relationship between our managed artists and us formed
during the trainee stage also instills a sense of belonging and facilitates the smooth execution of artist
management contracts. Benefiting from stable cooperation with our managed artists, we are able to
build a continuously expanding artist roster.

The revenue attributable to our top ten artists for 2019, 2020, 2021 and the nine months ended
September 30, 2022, accounted for 74.8%, 83.0%, 85.6% and 87.2% of our total revenue for the
corresponding periods, respectively. The revenue attributable to our top one artist for 2019, 2020, 2021
and the nine months ended September 30, 2022, accounted for 16.8%, 36.7%, 49.5% and 58.8% of our
total revenue for the corresponding periods, respectively. A majority of our top ten artists debuted
between 2014 and 2018. As the top ten artists gradually established themselves in the market, their
recognition and commercial value started to rise rapidly. Therefore, they contributed a significant
portion of our revenue during the Track Record Period. Among them, the artist controlling one of our
major suppliers which is referred to as Supplier B in this prospectus had successfully become an
established artist in China and maintained his popularity during the Track Record Period. The revenue
attributable to such artist was a major contributor to our revenue growth, in particular starting from
2020. Our revenue growth attributable to such artist accounted for over 80% of our overall revenue
growth in 2020 and 2021.

According to Frost & Sullivan, it is an industry norm that, at any given time, artists with high
popularity contribute a significant portion of revenue of the artist management companies they work
with. However, artists with high popularity change from time to time due to the changing audience
preferences, according to Frost & Sullivan. To keep our competitive advantage, we will (i) continue to
promote our managed artists who debuted after 2018, who have gradually established themselves in the
market, and (ii) continue to expand our artist roster by training and arranging debut for our trainees, so
that we can keep identifying, training and promoting artists with high popularity and commercial value.
For details, see “Business—Our Business—Relationship with Our Managed Artists.”

DATA PRIVACY AND SECURITY

As an artist management company operating in the entertainment industry, we are not heavily
engaged in the collection or processing of private data. We mainly collect (i) data that is publicly
available, (ii) personal information provided by applicants, trainees and artists with their consent, and
(ii1) business data, such as sales data of commercial promotion activities and number of clicks, views
and downloads of musical works and performance of virtual artist group, provided by our business
partners. We use personal information only for the purpose of trainee selection or providing trainees
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and artists with appropriate training and artist operation services in accordance with the contracts
signed with them. With respect to business data, we mostly use it for accounting and expense
settlement with our business partners.

In the course of our business, we do not actively collect or maintain any personal information
of the fans of our managed artists. We set up official fan club accounts on Weibo for our managed
artists and publish posts with latest updates of the artists. Those who have accounts on Weibo can
choose to follow our official fan club accounts. We only have information that is publicly available on
Weibo, such as the number of followers of each fan club account, as well as followers’ nicknames and
profile pictures. We may also have fans’ email addresses if they contact us via email. During the Track
Record Period and up to the Latest Practicable Date, we were not subject to any investigation, penalty
or recourse with respect to data security and personal information protection.

Based on the facts above, our PRC Legal Advisor is of the opinion that we had complied with
the laws and regulations on data security and personal information protection in all material aspects up
to the Latest Practicable Date.

COMPLIANCE AND LITIGATION

We are subject to a wide range of PRC laws and regulations in the ordinary course of business.
For details, see “Regulations.” During the Track Record Period and up to the Latest Practicable Date,
we did not have any non-compliance incidents which our Directors believe would, individually or in
the aggregate, have a material operational or financial impact on our business as a whole. For details,
see “Business—Compliance and Litigation.”

We may be involved in legal or other disputes in the ordinary course of our business. During
the Track Record Period and up to the Latest Practicable Date, we had not been involved in any actual
or pending litigation, arbitration or administrative proceedings that we believe would have a material
adverse effect on our business, results of operations, financial condition or reputation. Our Directors
had not been involved in any actual or threatened material claims or litigation during the Track Record
Period and up to the Latest Practicable Date.

RECENT REGULATORY DEVELOPMENT

A series of new regulations and policies were issued and promulgated from time to time during
the past several years by relevant administrative authorities in the PRC, which were intended to
encourage a healthy and orderly development of the entertainment market.

Regulations relating to management of the activities of artists and artist management companies
(collectively, the “Notices” and each a “Notice”)

On August 25, 2021, Office of the Central Cyberspace Affairs Commission (H 3 Hp s 484k 4 4
Fifs Bk Z B g A E) issued the Notice on Further Strengthening the Supervision of the Chaotic
Celebrity Fan Culture ( BAME—5 @ i@ ELEIA BT ), which requires (i) strengthening
the responsibility of artist management companies to guide fans to act responsibly; (ii) prohibiting the
incitement of fans to spend money irrationally, such as ranking fans in terms of spending on artists;
(ii1) prohibiting paid voting for artists in variety programs; (iv) requiring market participants to strictly
prohibit minors from spending money for artists and restricting them from engaging in various fan club
activities; and (v) tightening regulation on fans’ fundraising activities to promote artists.

6



SUMMARY

On September 2, 2021, the NRTA issued the Notice on Emphasizing the Management and
Regulation of Entertainment Programs and Related Personnel ( < B #E—2 i SCEEE B L H A B85
%8 %1) ), which requires that broadcasting and television organizations and online video platforms
(i) must not allow artists (a) who have committed illegal or immoral acts, (b) who have incorrect
political stances and whose thoughts and values have diverged from core societal values, and (c¢) who
have violated public order or morality, to perform; (ii) must not broadcast variety programs in the idol
development genre; (iii) must not use voting mechanisms that induce the audience to spend money on
contestants in competitive variety programs; (iv) must not use “yin-yang contracts” and shall strictly
implement the regulations on maximum wages for artists who provide entertainment content services;
and (v) strengthen supervision on content.

On September 29, 2021, Ministry of Culture and Tourism issued the Notice on Regulating
Performance Agency Conduct, Strengthening Administration of Performers and Promoting the Healthy
and Orderly Development of Performance Market (< B/ KRLHE I ) K8 4047 /7 i o 36 8 4 BR AL 28 3 1 T
{5 45 e 1) ), pursuant to which (i) those who engage in performance agency activities and
artist management activities shall obtain a Commercial Performance License (%301 HFFAI#);
(ii)) those who engage in artist management activities shall obtain a Performance Brokerage
Qualification Certificate (8 %8 40%4%); (iii) those who engage in performance agency or artist
management activities for minors shall guarantee the minors’ right to receive and complete mandatory
education pursuant to the relevant laws and regulations; and (iv) those who engage in artist
management activities shall strengthen their guidance of fan behaviors, supervise the contents of the
social media accounts of authorized fan clubs, and urge artists to take the initiative to provide positive
guidance for fans groups when they have inappropriate behaviors.

On October 26, 2021, Office of the Central Cyberspace Affairs Commission (*3 H s 484k 42 4
Fifs Bk Z B & FAF) issued the Notice on Further Strengthening the Work Related to the Regulation
of Online Information for Entertainment Artists (B3 — 25 i i 4% B 5 48 b5 SR #AH B T AR i
1) ), pursuant to which the official social media account of an artist’s fan club must be authorized or
certified by the artist’s artist management company, which shall be responsible for the daily
maintenance and supervision of the account. Unauthorized individuals or organizations are not allowed
to register social media accounts for artist fan clubs.

On May 20, 2022, the NRTA issued Administrative Measures for Performance Agencies in the
Field of Radio, Television and Online Audiovisual Platforms (&% 5 i 48 4 15 5 08 $af 46 40 46 1 A 21
#i%) ), pursuant to which artist management companies: (i) shall confirm the identity of its managed
artists; (ii) shall obtain the consent of the guardians when providing artist management services to
minors, and shall not arrange minors to perform in activities that would harm their physical or
psychological well-being; (iii) shall not arrange its managed artists to perform in illegal or immoral
entertainment content; (iv) shall recruit enough staff to meet business needs and the ratio of the number
of managers to the number of their managed persons, which, as advised by our PRC Legal Advisor,
include both artists and trainees managed by managers, shall be no lower than 1/100 in principle; (v)
shall not authorize minors to serve as the owner or operator of the official social media accounts of an
artist’s fan club; (vi) shall not publish, or hire others to publish, information that could incite fans to
attack each other; and (vii) shall not arrange managed artists to perform in advertisements with illegal
content.

On October 31, 2022, the SAMR, Office of the Central Cyberspace Affairs Commission ('3t
T Ll 4 e 2 AE B L& B & 312 %), Ministry of Culture and Tourism, the NRTA, China Banking and
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Insurance Regulatory Commission (H'EISRITIRFRE B Z B®), the CSRC and China Film
Administration (% %5 7)) jointly issued Guidance on Further Regulating the Endorsement by Artists
in Advertising Activities ( CBHAME— S HIH I B E SRS EH M EZ ) ), which requires regulatory
authorities to strengthen supervision over artist endorsements in advertising activities, and hold artists,
management companies, advertisers, advertising agents, advertissment publishers and relevant internet
information service providers accountable for false or illegal artist endorsements. In particular, artists
are prohibited from endorsing products or services which are (i) illegal, (ii) not used by the artists
before the endorsement, (iii) manufactured or sold by entities without licenses required for operation,
or (iv) in certain categories such as tobacco products or healthcare products. If the artists make false or
illegal endorsements, the artists themselves will be penalized pursuant to applicable laws, and any
penalty imposed on the artist management companies may not be used as a substitute for the penalty on
the artists. Where an artist management company participates in endorsement activities, it will be
treated as an advertising agent for legal liabilities.

As advised by our PRC Legal Advisor, the Notices do not have any retrospective effect and we
had complied with each of the Notices that are currently in effect in all material aspects since they
became effective and up to the Latest Practicable Date. For details, see “Business—Recent Regulatory
Development.” In addition, during the Track Record Period and up to the Latest Practicable Date, we,
and to the best knowledge and belief of our Directors after making all reasonable inquiries, our
managed artists and their related entities had not been the subject of any review, inquiry, or
investigation by any PRC regulatory authority pursuant to any of the Notices that are currently in
effect.

Regulations relating to restriction of wages (the “Maximum Wage Order”)

On February 8, 2022, the NRTA issued the Notice of the NRTA on Printing and Distributing
the 14th Five-year Plan for the Development of Chinese TV Series ( B ER#E<~PU 1. rp Bl T A5 5%
JEFREI>H4 %) ), which reiterates the requirement in the “Opinions on the Allocation of Production
Costs of TV Series and Web Series” ( <B4 TEAR B A% B RAE A e & LIRS L) ) issued by the
NRTA in September 2017, which requires media platforms and content production companies to
strictly enforce the requirement on the allocation of production cost such that the total remuneration of
all actors and actresses for each program shall not exceed 40% of the total production cost, and the
remuneration of the major actors and actresses shall not exceed 70% of the total remuneration of the
actors and actresses.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject
of any review, inquiry, or investigation by any PRC regulatory authority pursuant to the Maximum
Wage Order. As advised by our PRC Legal Advisor, content production companies and broadcasting
platforms of web movies, drama series and variety programs shall submit reports disclosing the
payments to all actors and principal actors to the competent authorities for review before they can
obtain the necessary license to distribute such content. Most of the works in which our managed artists
performed during the Track Record Period had been distributed or had obtained the license for
distribution. We have obtained confirmations from the respective content production companies and
media platforms for some undistributed works which represent a majority of the undistributed works
measured by the contract amount. For the remaining undistributed works, the remuneration our
managed artists received is comparable to those in works of similar type and scale. All of our managed
artists as of the Latest Practicable Date who performed in works subject to the Maximum Wage Order
have confirmed that they and their related entities (if any) had complied with the Maximum Wage
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Order. Our PRC Legal Advisor is of the view that, based on the above and public searches conducted
by it, we and our managed artists and their related entities had complied with the Maximum Wage
Order in all material aspects during the Track Record Period.

Regulations relating to taxation of culture and entertainment industry (collectively, the “Tax
Notices”)

On October 2, 2018, the State Administration of Taxation issued the Notice on Further
Regulating the Taxation Order of the Film and Television Industry ( B #E—2 B A4 T 3EBLIER
JP A B CAERYZEAT) ), in response to issues such as tax evasion by high-income practitioners in the film
and television industry, the tax authorities has further standardized the order of tax collection and
management in the film and television industry.

On September 18, 2021, the State Taxation Administration issued the Notice on Strengthening
the Taxation Management of Employees in the Entertainment Field ( <B#jiA i SC IR S AE 3 A B R
FERLAEE ) ), pursuant to which the tax department shall (i) further strengthen the daily tax
management of employees in the field of culture and entertainment, and guide the individual studios
and enterprises set up by artists to establish accounts and systems in accordance with laws and
regulations; (ii) focus on strengthening the tax management of artists and content production
companies, urging them to fulfill obligations of tax withholding, paying personal income tax, providing
relevant information, and cooperating with the tax authorities to implement relevant regulation; and
(ii1) strictly prohibit tax evasion and other tax-related violations.

We had not received any rectification requirements or been punished under the Tax Notices and
all other relevant regulations and laws during the Track Record Period and up to the Latest Practicable
Date. Specifically, during the Track Record Period and up to the Latest Practicable Date, neither we,
nor, to the best knowledge and belief of our Directors after making all reasonable inquiries, any of our
managed artists and their related entities, had entered into any “yin-yang contract” with any media
platforms or content production companies with respect to movies, drama series or variety programs in
which our managed artists performed. Nor had we entered into any “yin-yang contract” with respect to
the movie we produced, through Horgos Yuehua, during the Track Record Period.

In October 2018, the SAT issued a public notice, requesting local tax authorities to require
content production companies, artist management companies, celebrity artists and their related entities
to conduct self-examinations on their tax filings since 2016, and report to the local tax authorities by
the end of 2018. Pursuant to such requirements of tax authorities, Beijing Yuehua, Tianjin Yuehua,
Tibet Yuehua and Horgos Yuehua (each an “Entity” and together the “Entities”) each conducted a tax
compliance self-examination in 2018 for their respective tax filings for the period starting from 2016.

After the completion of tax compliance self-examination in 2018, each of the Entities submitted
a self-examination report in 2018 to the local tax authority. We paid an aggregate amount of
approximately RMB2.3 million additional tax and an aggregate amount of approximately RMBO0.5
million surcharges for overdue tax payments by December 2018. We made the additional tax payments
and surcharges for each of the Entities without being subject to any legal or administrative penalties
from their respective local tax authorities. Also, we obtained a written confirmation for each of Beijing
Yuehua, Tianjin Yuehua and Tibet Yuehua in October 2022, and a written confirmation for Horgos
Yuehua in May 2022, confirming that the relevant entity did not have any outstanding tax payments on
the issuance date of the written confirmation. For details, see “Business—Our Business—Recent
Regulatory Development—Regulations relating to the taxation of culture and entertainment industry.”
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Regulations relating to anti-trust control (the “Decision”)

On July 24, 2021, State Administration for Market Regulation issued the Decision on Certain
Major Digital Streaming Platform ( <7558 RAE 1 A MRS T B X MESIEE) ) to
relinquish exclusive deals held with its suppliers, which encourages an open, fair and healthy industry
environment. Pursuant to the Decision, music streaming platforms shall not sign exclusive copyright
agreements except in a limited number of circumstances. As of the Latest Practicable Date, we did not
have any exclusive music licensing contracts with music streaming platforms that were in effect. As
advised by our PRC Legal Advisor, we had complied with the Decision since it became effective and
up to the Latest Practicable Date.

Document relating to entertainment content service contracts

On May 7, 2022, China Federation of Radio and Television Association ([ J& 4% B 454 & 4H 4%
i+ ) and China Netcasting Services Association (HEI 484447 846 B I 1 €) together issued the
Template Entertainment Content Service Contract (Trial) ( < BFHAF/RE A (047) ) ) (the
“Template Contract”). The Template Contract provides standard clauses, including (i) artists must
enter into entertainment content service contracts on their own behalf; (ii) the remuneration for artists
shall be pre-tax and may not be paid in cash; (iii) the allocation between artists and their respective
artist management companies shall be set out in the entertainment content service contracts; (iv) parties
to entertainment content service contracts shall not disguise remuneration in other forms; (v) artists
shall not commit any harmful act that is illegal, immoral or would otherwise hinder the preparation,
production or distribution of the entertainment content.

As advised by our PRC Legal Advisor, the Template Contract is issued by industry
associations, which are self-regulatory organizations rather than qualified legislative agencies under
PRC law, and therefore is not mandatory. Nevertheless, we can use the Template Contract as a
reference in future contract negotiation.

Regulations relating to cybersecurity

On December 28, 2021, the MIIT, CRSC and nine other governmental authorities jointly
promulgated the revised Measures for Cybersecurity Review ( (4L 2#EHHEL) ) (the “Revised
Cybersecurity Review Measures”), which came into effect on February 15, 2022. Pursuant to the
Revised Cybersecurity Review Measures, the following circumstances shall be subject to cybersecurity
review, (i) the purchase of network products and services by a critical information infrastructure
operator (FS(5 B AR #) (the “CIIO”), as defined in Regulations on the Security Protection
of Critical Information Infrastructure ( <BASEE ARG L 2 R#M%F]) ), which affects or may
affect national security; (ii) the plan of listing abroad of network platform operator holding personal
information of more than one million users; and (iii) any network products or services, or data
processing activities that the competent authorities believe affect or may affect national security.

On November 14, 2021, the CAC promulgated the Draft Internet Data Security Regulations
( CHEf% R 2 PR (BORE AR ) ) (the “Draft Regulations”), which requires data processors
to apply for a cybersecurity review if they (i) carry out any merger, reorganization or separation of
internet platform operators with a large number of data resources related to national security, economic
development or public interests, which affects or may affect national security; (ii) seek a listing abroad
by data processors that handle personal information of more than one million persons; (iii) seek a
listing in Hong Kong by data processors, which affects or may affect national security; or (iv) conduct
other data processing activities that affect or may affect national security.
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Our PRC Legal Advisor consulted, on behalf of us, with China Cybersecurity Review
Technology and Certification Center (“CCRC”), which is delegated by the CAC for public inquiries
relating to the cybersecurity review under the Revised Cybersecurity Review Measures. During the
consultation, CCRC informed the PRC Legal Advisor that listing in Hong Kong will not be deemed as
listing abroad under the Revised Cybersecurity Review Measures. Our PRC Legal Advisor is of view
that CCRC is the competent authority for such inquiry based on the delegation of the CAC.
Furthermore, as of the Latest Practicable Date, we did not operate any network platform or provide any
network product or service.

As advised by our PRC Legal Advisor, our Directors are of the view that (i) as of the date of
this prospectus, we are not a “network platform operator processing more than one million users’
personal information” under the Revised Cybersecurity Review Measures; (ii) we would be able to
comply with the Revised Cybersecurity Review Measures and the Draft Regulations in all material
aspects, assuming the Draft Regulations are implemented in their current form; (iii) the possibility of
our business operations or our proposed listing in Hong Kong being deemed as affecting national
security based on the factors set out in the Revised Cybersecurity Review Measures is remote; and (iv)
the Revised Cybersecurity Review Measures and the Draft Regulations, assuming the Draft
Regulations are implemented in their current form, would not have a material adverse impact on our
business operations or our proposed listing in Hong Kong. For details, see “Business—Our Business—
Recent Regulatory Development” and “Regulations—Regulations Relating to Cybersecurity.”

Based on the due diligence work conducted by the Joint Sponsors, nothing has come to the
attention of the Joint Sponsors that would reasonably cause the Joint Sponsors to disagree with the
Directors’ view above.

Based on the above, we are of the view, with the advice provided by our PRC Legal Advisor,
that the recent regulatory changes have not and will not have any material adverse impact on our
business operation or financial performance. For details, see “Business—Our Business—Recent
Regulatory Development,” “Regulations—Laws and Regulations in Relation to Our Business in the
PRC—Special Regulations Relating to Cultural Programs and Entertainment Artists” and
“Regulations—Laws and Regulations in Relation to Our Business in the PRC—Regulations Relating
to Maximum Wage Order.” We have implemented robust internal control measures in reaction to the
recent regulatory development. For details, please see “Business—Our Business—Recent Regulatory
Development” and “Business—Risk Management and Internal Control Systems—Regulatory
Compliance Risk Management.”

Based on the due diligence work conducted by the Joint Sponsors, nothing has come to the
attention of the Joint Sponsors that would reasonably cause the Joint Sponsors to disagree with the
Directors’ view above.

OUR CONTROLLING SHAREHOLDERS

Upon completion of the Capitalization Issue and the Global Offering (assuming the Over-
allotment Option is not exercised), Ms. Du will be indirectly interested in and control, through her
controlled entities, an aggregate of 43.26% of the issued share capital of our Company. Mr. Sun is
cohabiting with Ms. Du as a spouse. By virtue of such relationship, immediately after completion of
the Capitalization Issue and the Global Offering (assuming the Over-allotment Option is not
exercised), Ms. Du and Mr. Sun will be indirectly interested in and through their respective controlled
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entities control (being DING GUOHUA LIMITED, HuaDingGuo Limited, Xihaha International
Holding Limited, QINGDINGDANG LIMITED, Dawei International Holding Limited and
DingDangQing Limited) an aggregate of 46.11% of the issued share capital of our Company.
Therefore, Ms. Du, Mr. Sun and their respective controlled entities will constitute a group of
Controlling Shareholders. See “Relationship with the Controlling Shareholders” for further details.

LISTING ON AND DELISTING FROM NEEQ AND A SHARE LISTING ATTEMPT

On September 22, 2015, shares of Yuehua Limited were listed on the NEEQ under the stock
code 833564. On February 26, 2018, the board of Yuehua Limited resolved to voluntarily delist
Yuehua Limited’s shares from the NEEQ, which was duly approved by the then shareholders of
Yuehua Limited. On March 22, 2018, Yuehua Limited was delisted from the NEEQ by way of a
voluntary application for delisting. Following the continued growth in the scale of business of Yuehua
Limited and with a view to tapping into capital markets with a boarder investor base, Yuehua Limited
considered exploring the option of listing on the main board of the Shanghai Stock Exchange in 2018.
In this connection, on March 3, 2018, Yuehua Limited filed the Pre-listing Tutoring with the Beijing
Office of the CSRC. Subsequently, having taken into account our long-term business development plan
and financing needs for our further expansion, our Directors considered the Stock Exchange to be a
more appropriate listing venue that would provide us with brand recognition and a good platform to
access the international equity market. Accordingly, on May 26, 2021, Yuehua Limited voluntarily
terminated the Pre-listing Tutoring. For details, see “History, Reorganization and Corporate
Structure—Listing on and Delisting from NEEQ and A Share Listing Attempt.”

PRE-IPO INVESTMENTS

We have attracted certain Pre-IPO Investors since our establishment to raise funds for the
development of our business. For further details of the identity and background of the Pre-IPO
Investors, see “History, Reorganization and Corporate Structure—Pre-IPO Investments—Information
about the Pre-IPO Investors.”

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial information
for the Track Record Period, which are extracted from the Accountant’s Report set out in Appendix I to
this prospectus. The summary of consolidated financial data set forth below should be read together with,
and is qualified in its entirety by reference to, the consolidated financial statements in this prospectus,
including the related notes. Our consolidated financial information was prepared in accordance with
IFRS.
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Key Components of Consolidated Statements of Comprehensive Income

The table below sets forth selected items of consolidated statements of comprehensive income
for the periods indicated.

For the
nine months ended
For the year ended December 31, September 30,
2019 2020 2021 2021 2022
(RMB in thousands)
(Unaudited)

Revenue ........ ... ... ... ... ... ... ... ... 631,436 922,042 1,290,449 895,127 752,629
Costofrevenue ........................... (351,932) (429,060) (688,490) (467,326) (451,706)
Grossprofit ........ .. .. ... ... ... . 279,504 492,982 601,959 427,801 300,923
Selling and marketing expenses . ................ (23,359) (30,823)  (34,523) (22,882) (20,633)
General and administrative expenses . ............ (39,406) (44,081)  (71,530) (46,317) (73,033)
Net impairment losses on financial assets ......... (1,374)  (8,954) (3,296) (776) (3,687)
Otherincome ............ . ..., 3,778 7,303 18,420 17,545 3,210
Other (losses)/gains,net . ...................... (39,996) (18,522) (5,889)  (12,827) 6,275
Operating profit .. .......................... 179,147 397,905 505,141 362,544 213,055
Financeincome ............... ... 1,222 3,693 5,215 3,010 4,506
Finance costs .............c.ooiiiiiiia.. (1,921)  (6,366)  (42,749) (31,792) (5,382)
Finance costs,net . ........ ... ... ... ... ..., (699)  (2,673) (37,534) (28,782) (876)
Share of losses of investments accounted for using

the equity method . .......... ... ... ... ..... 9,217)  (2,697) (6,568) (6,261) (1,795)
Fair value changes of convertible preferred shares . . — — — — 1,204,024
Profit before income tax ..................... 169,231 392,535 461,039 327,501 1,414,408
Income tax eXpense . ...............oeeuern.... (49,898) (100,589) (125,707)  (90,776) (69,743)
Profit for the year/period .................... 119,333 291,946 335,332 236,725 1,344,665
Profit attributable to:
Owners of our Company ...................... 119,023 291,370 336,684 235,556 1,343,941
Non-controlling interests ...................... 310 576 (1,352) 1,169 724

119,333 291,946 335,332 236,725 1,344,665

Non-IFRS Measures

To supplement our consolidated financial statements which are presented under IFRS, we also
use adjusted net profit as an additional financial measure, which is not required by, or presented in
accordance with, IFRS. We believe that the non-IFRS measures facilitate comparisons of operating
performance from period to period and company to company by eliminating potential impact of certain
items. We believe that such measures provide useful information to investors in understanding and
evaluating our consolidated results of operations in the same manner as they help our management.
However, our presentation of the adjusted net profit may not be comparable to similarly titled measures
presented by other companies. The use of such non-IFRS measures has limitations as analytical tools,
and you should not consider them in isolation from, or as a substitute for analysis of, our results of
operations or financial condition as reported under IFRS.

We define adjusted net profit as profit for the year/period adjusted for (i) equity settled share-
based payments, (ii) fair value changes of convertible preferred shares, (iii) listing expenses and
(iv) interest expenses on redemption liabilities. Equity settled share-based payments consist of non-cash
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expenses arising from granting RSUs to eligible individuals under our Share Incentive Plan. Fair value
changes of convertible preferred shares reflects the changes in fair value of the Series A-1, A-2 and A-3
convertible preferred shares issued by our Company to certain shareholders on January 28, 2022. For
details, see “History, Reorganization and Corporate Structure—Reorganization.” Listing expenses mainly
include professional fees paid in relation to the Listing and the Global Offering. Interest expenses on
redemption liabilities mainly refer to unwinding of interests on redemption liabilities in relation to the
preferential rights certain shareholders of Yuehua Limited are entitled to pursuant to a shareholders’
agreement dated November 16, 2020. For more details, see “History, Reorganization and Corporate
Structure—Pre-IPO Investments.” We define adjusted net profit margin as adjusted net profit divided by
revenue. The table below sets forth our adjusted net profit and adjusted net profit margin for the periods
indicated.

For the nine months ended

For the year ended December 31, September 30,
2019 2020 2021 2021 2022
(RMB in thousands, except for percentages)
(Unaudited)
Profit for the year/period ......... 119,333 291,946 335,332 236,725 1,344,665
Adjusted for:
Equity settled share-based
payments ................. — — 2,068 — 66,235
Fair value changes of convertible
preferred shares ............ — — — — (1,204,024)
Listing expenses ............. — — 16,690 6,190 19,537
Interest expenses on redemption
liabilities ................. — 3,909 40,481 30,070 3,406
Non-IFRS measures:
Adjusted net profit .............. 119,333 295,855 394,571 272,985 229,819
Adjusted net profit margin .. ... ... 18.9% 32.1% 30.6% 30.5% 30.5%
Revenue

The following table sets out a breakdown of our revenue by business line both in absolute terms
and as a percentage of our revenue for the periods indicated.

For the year ended December 31, For the nine months ended September 30,
2019 2020 2021 2021 2022
% of total % of total % of total % of total % of total

Amount revenue Amount revenue Amount revenue Amount revenue Amount revenue

(RMB in thousands, except percentages)

(Unaudited)

Artist

management . . . .. 530,228  84.0% 808,241 87.7% 1,174,842  91.0% 817,866 91.3% 677,726  90.1%
Music IP production

and operation . ... 74,734 11.8% 92,719 10.0% 77,738 6.1% 51,505 5.8% 58,187 7.7%
Pan-entertainment

business ........ 26,474 42% 21,082 2.3% 37,869 2.9% 25,756 2.9% 16,716 2.2%
Total ............ 631,436 100.0% 922,042 100.0% 1,290,449 100.0% 895,127 100.0% 752,629 100.0%

Our revenue increased by 46.0% from RMB631.4 million in 2019 to RMB922.0 million in 2020,
and further increased by 40.0% to RMBI1,290.4 million in 2021, primarily due to the continuous
expansion of our business. Our revenue decreased by 15.9% from RMB895.1 million in the nine months
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ended September 30, 2021 to RMB752.6 million in the nine months ended September 30, 2022 primarily
due to the impact of COVID-19.

Our revenue generated from artist management business increased from RMB530.2 million in
2019 to RMB808.2 million in 2020, and further increased to RMB1,174.8 million in 2021, primarily
attributable to the growing number of contracts generating revenue from business activities and the
increasing popularity, influence and commercial value of our managed artists. Our revenue generated
from artist management business decreased by 17.1% from RMBS817.9 million in the nine months
ended September 30, 2021 to RMB677.7 million in the nine months ended September 30, 2022,
primarily due to a decrease in the number of contracts generating revenue from business activities of
our artist management business, as a result of the impact of COVID-19.

Our revenue generated from music I[P production and operation increased from
RMB74.7 million in 2019 to RMB92.7 million in 2020, mainly attributable to an increase in sales of
digital singles and albums in 2020 driven by increased popularity of our digital singles and albums.
Our revenue generated from music IP production and operation decreased from RMB92.7 million in
2020 to RMB77.7 million in 2021. This is primarily attributable to a decrease in revenue generated
from sales of digital singles and albums in relation the restrictive rules adopted by major music
streaming platforms in China we cooperated with on the purchase number of digital albums and
singles. Our revenue generated from music IP production and operation increased by 13.0% from
RMBS51.5 million in the nine months ended September 30, 2021 to RMB58.2 million in the nine
months ended September 30, 2022, primarily due to an increase in sales of digital singles and albums
which we produced for our managed artists and artist groups and released in the nine months ended
September 30, 2022.

Our revenue generated from pan-entertainment business decreased from RMB26.5 million in
2019 to RMB21.1 million in 2020, primarily because we generated revenue in 2019 from a movie of
which we were the lead investor while no such revenue was generated in 2020. Our revenue generated
from pan-entertainment business increased from RMB21.1 million in 2020 to RMB37.9 million in
2021, primarily due to revenue generated from the commercial development of the virtual artist group,
A-SOUL, launched in the end of 2020. Our revenue generated from pan-entertainment business
decreased by 35.0% from RMB25.7 million in the nine months ended September 30, 2021 to RMB16.7
million in the nine months ended September 30, 2022, primarily due to a decrease in revenue generated
from licensing the program format of an idol development variety program, as variety programs in the
idol development genre were banned from broadcasting on online video platforms or TV networks
pursuant to recent regulations relating to the entertainment market.

We generated substantially all of our revenue in the PRC during the Track Record Period. The
following table sets out a breakdown of our revenue by geographical region of our customers both in
absolute terms and as a percentage of our revenue for the periods indicated.

For the year ended December 31, For the nine months ended September 30,
2019 2020 2021 2021 2022
% of total % of total % of total % of total % of total

Amount revenue Amount revenue Amount revenue Amount revenue Amount revenue

(RMB in thousands, except for percentages)

(Unaudited)
China ........ 621,734  98.5%885,559  96.0% 1,245,437  96.5% 865,475 96.7% 693,756  92.2%
Overseas) .... 9,702 1.5% 36,483 4.0% 45,012 3.5% 29,652 3.3% 58,873 7.8%
Total ........ 631,436 100.0%922,042 100.0%1,290,449 100.0% 895,127 100.0%752,629 100.0%

Note:
(1) Including Korea, Hong Kong, Japan, Malaysia, Indonesia, Thailand, the United States, Mexico and Singapore.
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Cost of Revenue

The table below sets forth a breakdown of our cost of revenue by nature in absolute amounts
and as percentages of our cost of revenue.

For the year ended December 31, For the nine months ended September 30,

2019 2020 2021 2021 2022
% of % of % of % of % of
cost of cost of cost of cost of cost of

Amount revenue Amount revenue Amount revenue Amount revenue Amount revenue

(RMB in thousands, except percentages)

(Unaudited)

Revenue sharing for

artist management

business ........... 240,774  68.4% 318,653  74.3% 529,193  76.8% 368,748 78.9% 322,887  71.5%
Artist promotion

COSES . vvveevnnnn. 34,091 9.7% 43,890  10.2% 73,436  10.7% 43,458 9.3% 26,565 5.9%
Production costs of

music content ... ... 27,002 7.7% 41,608 9.7% 45,737 6.6% 27,001 5.8% 36,600 8.1%
Employee benefits

expenses . ......... 7,643 2.2% 10,900 2.5% 20,607 3.0% 14,758 32% 14,321 3.2%
Amortization of

intangible assets() ... 32,344 9.1% 1,821 0.4% 1,821 0.3% 1,366 03% 1,366 0.3%
Equity settled share-

based payments® . .. - - - - 107 0.0% — — 40,535 9.0%
Others® . ............ 10,078 2.9% 12,188 2.9% 17,589 2.6% 11,995 2.5% 9,432 2.0%
Total ............... 351,932 100.0% 429,060 100.0% 688,490 100.0% 467,326 100.0% 451,706 100.0%
Notes:

(1) Consisting primarily of (i) amortization of production expenses in relation to a movie we produced and (ii) amortization of music IP
procurement expenses.

(2) Consisting primarily of expenses arising from granting RSUs to eligible individuals under our Share Incentive Plan. We adopted our
Share Incentive Plan on December 10, 2021. We granted 1,542,500 RSUs and 3,594,750 RSUs to eligible individuals on December 10,
2021 and March 4, 2022, respectively.

(3) Consisting primarily of (i) expenses for training our trainees, (ii) travel and car rental expenses for artists and assistants to participate in
various business activities and (iii) costs for sale of artist-related merchandise on e-commerce platforms.

Our cost of revenue increased from RMB351.9 million in 2019 to RMB429.1 million in 2020,
and further increased to RMB688.5 million in 2021, primarily attributable to (i) an increase in revenue
sharing for artist management business, primarily due to an increase in our revenue generated from
artist management business and the higher revenue sharing ratio of certain established artists in 2021;
and (ii) an increase in artist promotion costs along with our growing artist management business. Our
cost of revenue decreased by 3.3% from RMB467.3 million in the nine months ended September 30,
2021 to RMB451.7 million in the nine months ended September 30, 2022, primarily attributable to a
decrease in revenue sharing for artist management business and artist promotion costs, partially offset
by an increase in equity settled share-based payments.
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Gross Profit and Gross Profit Margin

The table below sets forth a breakdown of our gross profit and gross profit margin by business
line for the periods indicated.

For the year ended December 31, For the nine months ended September 30,
2019 2020 2021 2021 2022
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross profit Gross  profit
profit  margin profit  margin profit  margin profit margin profit  margin

(RMB in thousands, except for percentages)

(Unaudited)

Artist

management . . . .. 242,629 45.8% 424,487 52.5% 540,593 46.0% 380,431 46.5% 271,941 40.1%
Music IP production

and operation . ... 49,481 662% 56,580 61.0% 31,946 41.1% 28,558 55.4% 17,515 30.1%
Pan-entertainment

business ........ (12,606) (47.6%) 11,915 56.5% 29,420 77.7% 18,812 73.0% 11,467 68.6%
Total/Overall .. ... 279,504 44.3% 492,982 53.5% 601,959 46.6% 427,801 47.8% 300,923 40.0%

Our gross profit increased from RMB279.5 million in 2019 to RMB493.0 million in 2020, and
further increased to RMB602.0 million in 2021, primarily due to an increase in gross profit for artist
management. Our gross profit margin increased from 44.3% in 2019 to 53.5% in 2020, but decreased
to 46.6% in 2021. Our gross profit decreased from RMB427.8 million in the nine months ended
September 30, 2021 to RMB300.9 million in the nine months ended September 30, 2022, primarily due
to a decrease in gross profit for artist management and music IP production and operation. Our gross
profit margin decreased from 47.8% in the nine months ended September 30, 2021 to 40.0% in the nine
months ended September 30, 2022.

Our gross profit for artist management increased from RMB242.6 million in 2019 to
RMB424.5 million in 2020, and further increased to RMB540.6 million in 2021. The gross profit
margin for our artist management business increased from 45.8% in 2019 to 52.5% in 2020, primarily
due to the increase in our revenue generated from artist management business which outpaced the
increase in cost of revenue for artist management business. The gross profit margin for our artist
management decreased from 52.5% in 2020 to 46.0% in 2021, primarily because certain established
artists enjoyed a higher revenue sharing ratio in 2021 pursuant to their contracts with us and the
revenue sharing for artist management business increased in 2021, leading to a decreased portion of
revenue that we retained. Our gross profit for artist management decreased from RMB380.4 million in
the nine months ended September 30, 2021 to RMB271.9 million in the nine months ended September
30, 2022. The gross profit margin for artist management decreased from 46.5% in the nine months
ended September 30, 2021 to 40.1% in the nine months ended September 30, 2022, primarily because,
in the nine months ended September 30, 2022, (i) we incurred equity settled share-based payments and
(i) certain established artists enjoyed a higher revenue sharing ratio pursuant to their contracts with us,
leading to a decreased portion of revenue we retained in the same period.

Our gross profit for our music IP production and operation increased from RMB49.5 million in
2019 to RMB56.6 million in 2020, but decreased to RMB31.9 million in 2021. The gross profit margin
for our music IP production and operation business decreased from 66.2% in 2019 to 61.0% in 2020,
primarily due to an increase in revenue generated from musical works produced by Yuehua Korea,
which recorded relatively lower gross profit margin as compared to the gross profit margin from
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musical works produced in China, as music production cost in Korea is generally higher than that in
China. The gross profit margin for our music IP production and operation business further decreased
from 61.0% in 2020 to 41.1% in 2021, primarily due to a decrease in revenue generated from music [P
production and operation. Our gross profit for music IP production and operation decreased from
RMB28.6 million in the nine months ended September 30, 2021 to RMB17.5 million in the nine
months ended September 30, 2022. The gross profit margin for music IP production and operation
decreased from 55.4% in the nine months ended September 30, 2021 to 30.1% in the nine months
ended September 30, 2022, primarily due to (i) an increase in musical works produced by Yuehua
Korea, which usually have a lower gross profit margin as compared to that of musical works produced
in China, as music production cost in Korea is generally higher than that in China; and (ii) an increase
in the production cost incurred for our managed artists’ musical works.

We incurred a gross loss of RMBI12.6 million in 2019 for the pan-entertainment business,
primarily attributable to a movie distributed in 2019 of which we were the lead investor, revenue from
which could not sufficiently cover the cost. We recognized a gross profit of RMB11.9 million for the
pan-entertainment business in 2020, representing a gross profit margin of 56.5%, primarily because
(i) we no longer participated as the lead investor in drama series and movie production, as part of our
strategic decision to focus more on artist management and music IP production and operation
businesses, and (ii) we generated more revenue from sub-licensing the program format of a variety
program in 2020. Our gross profit for pan-entertainment business increased significantly from
RMBI11.9 million in 2020 to RMB29.4 million in 2021. The gross profit margin for our
pan-entertainment business increased from 56.5% in 2020 to 77.7% in 2021, primarily because we
started to generate revenue from the commercial development of the virtual artist group, A-SOUL,
launched in the end of 2020, which has a relatively higher gross profit margin. Our gross profit for pan-
entertainment business decreased from RMBI18.8 million in the nine months ended September 30,
2021 to RMB11.5 million in the nine months ended September 30, 2022. The gross profit margin for
our pan-entertainment business decreased from 73.0% in the nine months ended September 30, 2021 to
68.6% in the nine months ended September 30, 2022, primarily due to a decrease in revenue generated
from sublicensing the program format of an idol development variety program, which has a relatively
higher gross profit margin. The decrease in revenue generated from the program format sublicensing
was primarily because variety programs in the idol development genre were banned from broadcasting
on online video platforms or TV networks pursuant to recent regulations relating to the entertainment
market.

Net Impairment Losses on Financial Assets

Our net impairment losses on financial assets are primarily related to the credit risk of our trade
receivables and other receivables. In 2019, 2020 and 2021 and nine months ended September 30, 2021
and 2022, our net impairment losses on financial assets amounted to RMB1.4 million,
RMB9.0 million, RMB3.3 million, RMBO0.8 million and RMB3.7 million, respectively.

Other Income

Our other income consists of (i) government subsidies, (ii) tax credit of input tax additional
deduction and (iii) rental income from investment properties. The government subsidies are non-
recurring in nature and are mainly related to the rewards granted by China-Singapore Tianjin Eco-City
Administrative Committee for tax contribution from our Group to the local economic development in
Tianjin Eco-City. We are entitled to such subsidies every year during the period from September 1,
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2016 to December 31, 2027, subject to the satisfaction of certain conditions set forth in our agreement
with China-Singapore Tianjin Eco-City Administrative Committee. The tax credit of input tax
additional deduction is a kind of exemptions on value-added tax granted by PRC government
authorities as tax benefits applicable to certain subsidiaries of us. The rental income from investment
properties is generated from rents we collect from leases of our office building in Korea which we
purchased in September 2019. In 2019, 2020 and 2021 and nine months ended September 30, 2021 and
2022, our other income was RMB3.8 million, RMB7.3 million, RMB18.4 million, RMB17.5 million
and RMB3.2 million, respectively.

Other Gains or Losses, Net

Our other gains or losses primarily comprise (i) fair value losses on movies, drama series and
variety programs, (ii) fair value gains from wealth management products, (iii) gain on deemed disposal
of an associate in relation to the financing activities of an associate, (iv) gains on disposal of associates
in relation to sale of our equity interest in associates, (v) net exchange gains or losses, and (vi) fair
value gains from a listed equity security. Our net other losses were RMB40.0 million,
RMB18.5 million and RMBS5.9 million in 2019, 2020 and 2021 respectively. Our net other losses were
RMB12.8 million in the nine months ended September 30, 2021, and our net other gains were
RMB6.3 million in the nine months ended September 30, 2022.

Profit for the Year or Period

Our profit for the year increased significantly from RMB119.3 million in 2019 to RMB291.9
million in 2020, primarily due to: (i) the increase in gross profit from RMB279.5 million in 2019 to
RMB493.0 million in 2020 due to increase in gross profit from artists management and music IP
production and operation business; and (ii) decrease in net other losses from RMB40.0 million in 2019
to RMBI18.5 million in 2020. Such increase was partially offset by: (i) increase in selling and
marketing expenses from RMB23.4 million in 2019 to RMB30.8 million in 2020; and (ii) increase in
general and administrative expenses from RMB39.4 million in 2019 to RMB44.1 million in 2020.

Our profit for the year increased from RMB291.9 million in 2020 to RMB335.3 million in
2021, primarily due to: (i) the increase in gross profit from RMB493.0 million in 2020 to RMB602.0
million in 2021 due to increase in gross profit from artists management business; and (ii) decrease in
net other losses from RMBI18.5 million in 2020 to RMBS5.9 million in 2021. Such increase was
partially offset by: (i) the increase in selling and marketing expenses from RMB30.8 million in 2020 to
RMB34.5 million in 2021; (ii) increase in general and administrative expenses from RMB44.1 million
in 2020 to RMB71.5 million in 2021 as a result of listing expenses incurred in 2021; and (iii) the
increase in finance costs from RMB6.4 million in 2020 to RMB42.7 million in 2021, in relation to the
redemption liabilities we recorded for shareholders’ preferential rights pursuant to a shareholders’
agreement dated November 16, 2020.

Our profit for the period increased from RMB236.7 million in the nine months ended
September 30, 2021 to RMB1,344.7 million in the nine months ended September 30, 2022, primarily
because we recorded fair value gains of convertible preferred shares of RMB1,204.0 million in the nine
months ended September 30, 2022 as a result of the change in valuation of our convertible preferred
shares, which was mainly attributable to a decrease in our Group’s underlying equity value based on
the valuation by an independent valuer. In the valuation of our Group, the independent valuer has taken
into account the impact of the COVID-19 pandemic on the social and economic activities in China in
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general and the impact on our Group’s future financial performance, including, but not limited to, (i)
reductions in our customers’ spending and budget in marketing and promotion and relatively lower
demand from customers for the services provided by our managed artists, and (ii) an expected decrease
in our adjusted profit for the year ((Non-IFRS measures) in the years ending December 31, 2022 and

2023. For more details, see “—Recent Developments.”

For more details, see “Financial Information—Key Components of Consolidated Statements of
Comprehensive Income” and “Financial Information—Period to Period Comparison of Results of

Operations.”

Selected Items from the Consolidated Statements of Financial Position

The table below sets forth selected information from our consolidated statements of financial

position as of the dates indicate.

As of December 31, Sept?nslboefr 30,
2019 2020 2021 2022

(RMB in thousands)
Assets
Non-Current Assets
Property, plant and equipment . ........... ... ... .. ... .. 105,741 106,448 103,645 94,909
Right-of-use assets . . .........ouuiiii i 12,108 16,683 12,221 10,533
Investments properties . ... ........ouiein i 16,292 15,993 14,112 12,944
Intangible assets . . .. ...t 9,495 7,669 5,843 4,534
Investments accounted for using the equity method ............. 43,014 46,081 39,076 15,545
Financial assets at fair value through profitorloss .............. — 800 2,800 46,167
Prepayments and other receivables ................. ... ... ... 2,446 3,694 2,158 1,123
Deferred income tax assets . .............. .. 1,192 2,842 3,103 3,669
Total non-current assets ..................... ... 190,288 200,210 182,958 189,424
Current assets
INVENtOries . .. ...t 2,096 1,108 1,132 4,130
Trade receivables .. ... . . . 54,332 80,981 106,833 125,705
Prepayments and other receivables .......................... 17,816 26,242 48,730 26,761
Amounts due from shareholders .............. ... ... ... ..... — — 344,600
Financial assets at fair value through profitorloss .............. 79,986 214,713 448,085 290,243
Cash and cash equivalents ....................cooiinon.... 616,662 651,924 546,559 663,476
Total current assets . ...................c.iirinirinrinnon. 770,892 974,968 1,495,939 1,110,315
Total ASsets . .. ... ... ... 961,180 1,175,178 1,678,897 1,299,739
LIABILITIES
Non-current liabilities
BOIrowings . ... 72,381 71,964 — 59,574
Lease liabilities . ............ .. 5,176 6,542 5,066 5,685
Redemption liabilities ............. .. .. ... .. ... — 570,995 488,202 —
Financial liabilities at fair value through profitorloss ........... — — — 1,119,859
Contract liabilities . ............ ... 31,569 50,899 52,851 23,360
Total non-current liabilities .............................. 109,126 700,400 546,119 1,208,478
Current liabilities
BOIrowings .. ... ..o — — 64,322 —
Trade payables . .......... . 163,733 156,591 213,483 150,907
Other payables and accruals . ............ ... .. ... ... ....... 126,474 100,896 109,332 32,320
Redemption liabilities ............. .. .. ... .. . . — — 123,274
Financial liabilities at fair value through profitorloss ........... — — — 187,371
Contract liabilities .. ........... ... .. 71,666 151,342 187,234 174,466
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As of December 31, Sept?nsnl()):r 30,
2019 2020 2021 2022
(RMB in thousands)

Current income tax liabilities . .. ............................ 30,373 75,094 110,432 87,044
Lease liabilities ... ... ... . i 4,777 4314 5,143 5,035
Total current liabilities .................................. 397,023 488,237 813,220 637,143
Total liabilities .............. ... ... ... ... ............. 506,149 1,188,637 1,359,339 1,845,621
Net Current Assets ... ............ it 373,869 486,731 682,719 473,172
EQUITY
Share capital ......... ... .. . . — — — 50
Combined capital ......... .. ... .. .. .. .. . 110,046 110,046 110,046 —
Treasury shares ........... .. .. .. . i — — — 4)
Reserves ... .. 84,321  (455,287) (459,873) (2,556,501)
Retained earnings .. ............. ot 259,277 325,673 662,351 2,006,292
Equity attributable to equity owners of the Company ... ... 453,644  (19,568) 312,524 (550,163)
Non-controlling interests ............. ... ... ........... 1,387 6,109 7,034 4,281
Total equity/(deficit) . .............. ... ... ... ........ 455,031 (13,459) 319,558 (545,882)

We had net liabilities, representing the equity holder’s deficit, of RMB13.5 million as of
December 31, 2020, as compared to net assets of RMB455.0 million as of December 31, 2019,
primarily due to a decrease in reserves of RMB539.6 million, mainly in relation to the redemption
liabilities of RMBS567.1 million we recorded for shareholders’ preferential rights pursuant to a
shareholders’ agreement dated November 16, 2020. For details, see “History, Reorganization and
Corporate Structure—Pre-IPO Investments.” The decrease was partially offset by an increase in
retained earnings of RMB66.4 million, mainly as a result of the net effect of the profit for the year of
RMB291.4 million we generated in 2020 and the dividends of RMB200.0 million paid to then
shareholders of Yuehua Limited in 2020.

We reverted to a net asset position and had net assets of RMB319.6 million as of
December 31, 2021, primarily due to an increase in retained earnings as a result of the profit for the
year of RMB336.7 million we generated in 2021.

We had net liabilities of RMB545.9 million as of September 30, 2022, as compared to net
assets of RMB319.6 million as of December 31, 2021, primarily due to a decrease in reserves as a
result of (i) exchange of redemption liabilities with convertible preferred shares of RMB1,869.5
million in relation to the issuance of Series A-1, A-2 and A-3 convertible preferred shares by our
Company to certain shareholders on January 28, 2022; and (ii) the dividends of RMB260.0 million
declared to the ordinary shareholders of our Company, which was fully settled and paid in March 2022.
The decrease was partially offset by an increase in retained earnings attributable to the profit for the
period of RMB1,343.9 million we generated in the nine months ended September 30, 2022.

For more details, see “Consolidated Statements of Changes in Equity” in the Accountant’s
Report set out in Appendix I to this prospectus.

Net Current Assets

Our net current assets increased by 30.2% from RMB373.9 million as of December 31, 2019 to
RMB486.7 million as of December 31, 2020, primarily due to the combined effects of (i) an increase in
financial assets at fair value through profit or loss reflecting our addition of wealth management
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products, (ii) an increase in cash and cash equivalents, (iii) an increase in contract liabilities as a result
of an increase in the number of contracts of commercial activities we secured in 2020, and (iv) an
increase in current income tax liabilities as a result of the increase in our taxable profit.

Our net current assets increased by 40.3% from RMB486.7 million as of December 31, 2020 to
RMB682.7 million as of December 31, 2021, primarily due to the combined effects of (i) an increase in
amounts due from shareholders which were subsequently settled in March 2022, in relation to our
Reorganization which had not been completed as of December 31, 2021, (ii) an increase in financial
assets at fair value through profit or loss reflecting our increased investments in wealth management
products and increased investments in unlisted equity securities, (iii) the re-categorization of certain
non-current redemption liabilities into current redemption liability, in relation to the additional
redemption rights that certain shareholders of Yuehua Limited are entitled to pursuant to the
shareholders’ agreement dated November 16, 2020, and (iv) the re-categorization of the non-current
portion of borrowings into the current portion of borrowings in relation to our three-year loan from a
Korean bank for the purchase of Yuehua Korea’s office building in Korea in 2019.

Our net current assets decreased by 30.7% from RMB682.7 million as of December 31, 2021 to
RMB473.2 million as of September 30, 2022, primarily due to the combined effects of (i) the
settlement of amounts due from shareholders in March 2022, (ii) a decrease in financial assets at fair
value through profit or loss, primarily in relation to the disposal of a portion of our investments in
wealth management products, (iii) an increase in cash and cash equivalents as a result of cash
generated from our operating activities, (iv) the derecognition of redemption liabilities and the
recognition of convertible preferred shares as financial liabilities at fair value through profit or loss,
both in relation to the issuance of convertible preferred shares of our Company to certain shareholders,
(v) a decrease in other payables and accruals, (vi) a decrease in trade payables, and (vii) the re-
categorization of the current portion of borrowings into the non-current portion of borrowings.

Financial Assets at Fair Value Through Profit or Loss

Our financial assets at fair value through profit or loss comprise our investments in wealth
management products, movies, drama series and variety programs, unlisted equity securities at fair
value and a listed equity security at fair value. Our financial assets at fair value through profit or loss
increased substantially from RMB80.0 million as of December 31, 2019 to RMB215.5 million as of
December 31, 2020, and further increased to RMB450.9 million as of December 31, 2021, primarily
due to our increased investment in wealth management products. Our financial assets at fair value
through profit or loss decreased from RMB450.9 million as of December 31, 2021 to RMB336.4
million as of September 30, 2022, primarily due to a decrease in our investments in wealth
management products.

We invested in substantial amounts of wealth management products during the Track Record
Period. Our investments in wealth management products were mainly investment products issued by
large commercial banks in the PRC with guaranteed principal and floating return rate of investment
ranging from 1.49% to 4.65% during the Track Record Period. In 2019, 2020 and 2021 and the nine
months ended September 30, 2021 and 2022, we recognized fair value gains from wealth management
products of RMB12.1 million, RMB14.0 million, RMB20.9 million, RMB15.2 million and RMB10.0
million, respectively. In 2019, 2020 and 2021 and the nine months ended September 30, 2021 and
2022, the net realized gains of wealth management products amounted to RMB12.1 million, RMB12.6
million, RMB19.6 million, RMB13.1 million and RMBS8.7 million, respectively, and the unrealized
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gains of wealth management products amounted to RMB2,000, RMB1.4 million, RMB1.3 million,
RMB2.1 million and RMB1.2 million, respectively. Our results of operations may be affected by fair
value changes for financial assets at fair value through profit or loss.

Our investments in movies, drama series and variety programs mainly represent our
investments in certain movies, drama series and variety programs in which we hold a minority interest.
Our investments in unlisted equity securities represent our minority interests in certain private
companies in which we have no significant influence.

Redemption Liabilities

Pursuant to a shareholders’ agreement signed on November 16, 2020, certain sharcholders of
Yuehua Limited were granted preferential rights to require our Group to repurchase the shares of
Yuehua Limited held by them in full or in part when certain conditions are met in future dates. The
purchase prices were either a fixed amount, or determined by making reference to the fair value of the
equity shares of Yuehua Limited in future periods, or calculated using simple interest basis. As a result
of such preferential rights, our Group redesignated the ordinary shares of Yuehua Limited held by
these certain shareholders as redemption liabilities which were initially recognized at the present value
of the estimated future cash outflows under the redemption arrangement. For more details about the
preferential rights, see “History, Reorganization and Corporate Structure—Pre-IPO Investments.”

Our redemption liabilities increased by 7.1% from RMB571.0 million as of December 31, 2020
to RMB611.5 million as of December 31, 2021, primarily due to unwinding of interests in 2021. For
more details about our redemption liabilities, see Note 32 to the Accountant’s Report in Appendix I to
this prospectus.

Financial Liabilities at Fair Value Through Profit or Loss

Our Company issued Series A-1, A-2 and A-3 convertible preferred shares to certain
shareholders on January 28, 2022. For details, see “History, Reorganization and Corporate Structure—
Reorganization.” Following such issuance, these convertible preferred shares were recognized as
financial liabilities measured at fair value through profit or loss while the redemption liabilities were
derecognized and reclassified into equity in the nine months ended September 30, 2022. The
convertible preferred shares will be re-designated from financial liabilities to equity as a result of
automatic conversion into ordinary shares upon our Listing. As a result, we expect that, immediately
after such conversion, we will be no longer in a net liabilities position.

For more details, see ‘“Financial Information—Discussion of Selected Items from the
Consolidated Statements of Financial Position.”
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Summary of Consolidated Statements of Cash Flows

The table below sets forth a summary of our cash flows for the periods indicated.

For the nine months

For the year ended December 31, ended September 30,
2019 2020 2021 2021 2022
(RMB in thousands)
(Unaudited)
Operating cash flows before changes in working
capital ... ... 260,914 434957 531,572 386,179 280,389
Changes in working capital ...................... 46,793 48,106 66,958 197,970  (146,592)
Income taxes paid .. ........... i (53,736) (57,518) (90,630) (69,618) (91,565)
Net cash generated from operating activities ......... 253,971 425,545 507,900 514,531 42,232
Net cash generated from/(used in) investing
ACHIVILIES v ottt e 23,535 (161,184) (258,702) (751,897) 132,856
Net cash generated from/(used in) financing
ACHIVILIES v ottt e 36,934 (230,356) (353,254) (6,483)  (77,753)

Net increase/(decrease) in cash and cash equivalents .. 314,440 34,005 (104,056) (243,849) 97,335

Cash and cash equivalents at the beginning of the year/

period . ... 303,076 616,662 651,924 651,924 546,559
Effect of exchange rate changes on cash and cash

equivalents ............. i (854) 1,257 (1,309) (457) 19,582
Cash and cash equivalents at the end of the year/

period . ....... ... 616,662 651,924 546,559 407,618 663,476

We recorded net operating cash inflows of RMB254.0 million, RMB425.5 million,
RMB507.9 million and RMB42.2 million in 2019, 2020 and 2021 and the nine months ended
September 30, 2022, respectively. For more details, see “Financial Information—Liquidity and Capital
Resources—Cash Flows—Operating Activities.”

Investing Activities

Our net cash generated from investing activities was approximately RMB132.9 million in the
nine months ended September 30, 2022. We had such net cash inflow primarily because we disposed
certain wealth management products and received repayments of loans from the two private media
companies and Nice Future.

Our net cash used in investing activities was approximately RMB258.7 million in 2021. We
had such net cash outflow primarily because the purchase amount of wealth management products was
more than the amount of proceeds from disposals of wealth management products in 2021.

Our net cash used in investing activities was approximately RMB161.2 million in 2020. We
had such net cash outflow primarily because the purchase amount of wealth management products was
more than the amount of proceeds from disposals of wealth management products in 2020.

Our net cash generated from investing activities was approximately RMB23.5 million in 2019.
We had such net cash inflow primarily because the amount of proceeds from disposals of wealth
management products was more than the purchase amount of wealth management products in 2019.
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Financing Activities

Our net cash used in financing activities was approximately RMB77.8 million in the nine
months ended September 30, 2022. This net cash outflow was primarily due to the effect of
reorganization in respect of the acquisition of a company comprising our Group and the dividends paid
by our Company to our shareholders in March 2022.

Our net cash used in financing activities was approximately RMB353.3 million in 2021. This
net cash outflow was primarily due to the effect of reorganization in respect of the acquisition of a
company comprising our Group.

Our net cash used in financing activities was approximately RMB230.4 million in 2020. This
net cash outflow was primarily due to the dividend paid by Yuehua Limited to its then shareholders in
2020.

Our net cash generated from financing activities was approximately RMB36.9 million in 2019.
This net cash inflow was primarily due to proceeds from and repayment of borrowings.

For more details, see “Financial Information—Liquidity and Capital Resources—Cash Flows.”

Key Financial Ratios

The table below sets forth certain of our key financial ratios as of the dates or for the periods
indicated.

For the nine months ended

For the year ended or as of December 31, or as of September 30,
2019 2020 2021 2021 2022
(Unaudited)

Gross profitmargin ....................... 44.3% 53.5% 46.6% 47.8% 40.0%
Net profitmargin . ........................ 18.9% 31.7% 26.0% 26.4% 178.7%
Adjusted net profit margin (non-IFRS

MEASUIC) © ot ve e e ee et eeeeenn s 18.9% 32.1% 30.6% 30.5% 30.5%
Return onequity® . ....................... 30.2% N/A® N/A®@ N/A N/AD
Return on assets® ........................ 14.0% 27.3% 23.5% N/A N/AD
Current ratio® .. ...... ... .. ... ... 1.9 2.0 1.8 N/A 1.7
Gearing ratio® .. ...... ... ... ... .. ... ... 22.8% N/A® 214.7% N/A N/A®)
Notes:

(1) Return on equity is calculated based on profit for the period divided by the arithmetic mean of the opening and closing balances of total
equity of the same period and multiplied by 100%.

(2) Return on equity and gearing ratio are not applicable because we recorded a total deficit as of December 31, 2020, primarily due to the
redemption liabilities we recorded for shareholders’ preferential rights pursuant to a shareholders” agreement dated November 16, 2020.

(3) Gearing ratio is not applicable as of September 30, 2022 because we recorded a total deficit as of September 30, 2022, primarily due to
the recognition of convertible preferred shares we issued on January 28, 2022 as financial liabilities at fair value through profit or loss.

(4) Return on assets is calculated based on profit for the period divided by the arithmetic mean of the opening and closing balances of total
assets of the same period, multiplied by 100%.

(5) Current ratio is calculated based on total current assets divided by total current liabilities as of the dates indicated.

(6) Gearing ratio is calculated based on total debt divided by total equity as of the dates indicated and multiplied by 100%.

(7) Ratios are not calculated for the nine months ended September 30, 2022 because the numbers for the period are not comparable to the
numbers for the year.

For details, see “Financial Information—Period to Period Comparison of Results of
Operations” and “Financial Information—Key Financial Ratios.”
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IMPACT OF COVID-19

Since December 2019, the outbreak of a novel strain of coronavirus, or COVID-19, has
materially and adversely affected global economy. In response to the outbreak of COVID-19 in the
PRC and other regions we operate in, the governments have imposed mandatory quarantine, closure of
workplaces and facilities, travel restriction and other related measures. The lockdown and various
social distancing initiatives adopted by the governments during the outbreak of COVID-19 have
caused people to turn to online social and entertainment activities in lieu of physical gatherings, and
have caused a decline in the business activities in China in general, which in turn had a negative impact
on the entertainment industry, particularly during the lockdown in the first half of 2020.

We took a series of measures in response to the outbreak to protect our employees, including
remote working arrangements and suspension of business trips. We did not suspend our operations
during the COVID-19 pandemic, but arranged our employees to work from home for approximately
two weeks in February 2020. These measures temporarily reduced our capacity and efficiency of
operations. We also provided our employees with protective equipment immediately after the outbreak,
which had increased and may continue to increase our operations and support costs. In addition, our
business operations could be disrupted if any of our employees or managed artists is suspected of
contracting the COVID-19 or any other epidemic disease, since our employees or managed artists
could be quarantined and/or our offices may have to be shut down for disinfection.

While the COVID-19 pandemic did not materially and adversely affect our financial results and
business operations in 2020 and 2021, it did adversely impact our managed artists’ engagement in
offline activities in 2020 and 2021. The offline shooting and filming of certain movies, drama series
and variety programs in which our managed artists participated were delayed. Some of our customers
postponed or canceled their offline promotion events, leading to decreased demand for our managed
artists’ in-person performance. Despite the above, our revenue increased from RMB631.4 million in
2019 to RMB922.0 million in 2020, and further increased to RMB1,290.4 million in 2021. Our profit
for the year increased from RMB119.3 million in 2019 to RMB291.9 million in 2020, and further
increased to RMB335.3 million in 2021.

Since January 2022, the regional outbreaks of COVID-19 in China has led to the imposition of
more restrictive measures in major cities in China. We arranged our employees to work from home for
approximately five weeks from early May 2022 to early June 2022. In October 2022, some of our
employees were unable to work on-site due to the travel restrictions and work-from-home policies in the
cities of our offices. Accordingly, our negotiation and liaison with customers to secure new contracts for
our managed artists have been affected. In addition, our managed artists’ engagement in offline activities
has also been adversely affected. For example, from January 1, 2022 to the Latest Practicable Date, six
secured projects (four for commercial activities and two for entertainment content services) with a total
contract value of approximately RMBS5.6 million were canceled. During the same period, 36 secured
projects (24 for commercial activities and 12 for entertainment content services) were postponed, which
resulted in delays in receiving payments. We had also fully refunded approximately RMB3.0 million to
customers due to the cancellation of three projects for commercial activities and one project for
entertainment content services from January 1, 2022 to the Latest Practicable Date. Other than the above,
we had not received any refund request from any customer due to the cancellation or postponement of
these projects as of the Latest Practicable Date. Due to the impact of the COVID-19 pandemic, our
revenue decreased from RMB895.1 million in the nine months ended September 30, 2021 to RMB752.6
million in the nine months ended September 30, 2022.
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The regional outbreaks of COVID-19 in China have affected social and economic activities in
China in general, resulting in reductions in our customers’ spending and budget in marketing and
promotion. This led to relatively lower demand for the services provided by our managed artists, which
has adversely impacted our ability to pursue new business opportunities for our managed artists. Due
to the impact of the COVID-19 pandemic, 31 projects under negotiation (27 for commercial activities
and four for entertainment content services) with an estimated total contract value of approximately
RMB138.3 million were aborted from January 1, 2022 to the Latest Practicable Date, which caused a
decrease in the number of contracts we newly secured in 2022.

Having considered the above, our Directors believe that the COVID-19 pandemic will have a
temporary impact on our business, results of operations and financial condition, particularly if the
pandemic continues for an extended period or worsens in China. Due to the uncertainties associated
with the recurrence of COVID-19 variants, we may continue to experience delay in receipt of
payments from customer, and have difficulty in securing more new contracts for our managed artists to
generate revenue.

In response to the resurgences of the COVID-19 pandemic, our Directors have adopted
business contingency plans to reduce the negative impact on our business, results of operations and
financial condition. We maintain close communications and negotiations with our customers to arrange
online performance or to switch planned offline activities to online, such as social media marketing
activities and livestream ecommerce, as alternative plans to certain existing contracts. Our dedicated
artist operation team proactively explore new opportunities to cooperate with corporate customers,
media platforms, content producers and advertising agencies and make efforts to secure more contracts
for our managed artists. From January 1, 2022 to the Latest Practicable Date, we had successfully
switched offline activities planned in eight secured projects for commercial activities with a total
contract value of approximately RMB83 million to online activities for our managed artists after
negotiation with relevant customers. During the same period, we cooperated with certain major music
stream platforms and leading satellite TV networks in China and successfully arranged more than two
online concerts for certain managed artists. We also plan to invest more in production of musical works
for our managed artists to further develop our music IP production and operation business. From
January 1, 2022 to the Latest Practicable Date, we had released 14 digital singles and 13 digital
albums, comprising 81 songs in total, that we produced for our managed artists and a virtual artist

group.

In recent months, since the resurgences are less severe in terms of the lower mortality rate and
higher curability rate than the COVID-19 outbreak in early 2020, the COVID-19 related restrictive
measures in China have been gradually lifted in various regions in China. However, we cannot
reasonably estimate the ultimate impact and duration of the COVID-19 pandemic, and the extent of its
impact on our business, results of operations and financial condition as these depend on factors beyond
our control. Such factors primarily include the continued spread or recurrence of infection, the
implementation of effective preventative and containment measures and the development of effective
medical solutions. We will closely monitor regulatory and administrative measures adopted by local
governments and evaluate any impact of the COVID-19 on us to adjust our precautionary measures
and business plans according to its developments.

RECENT DEVELOPMENTS

We expect our adjusted profit for the year (non-IFRS measures) to decrease in the year ending
December 31, 2022 compared to the year ended December 31, 2021, as we expect a decrease in the
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revenue primarily due to the impact of the COVID-19 pandemic in China, which is expected to
outpace an estimated decrease in cost of revenue in 2022. For details about the impact of the COVID-
19 pandemic, see “—Impact of COVID-19.”

We expect our adjusted profit for the year (non-IFRS measures) to further decrease in the year
ending December 31, 2023, as we expect an increase in cost of revenue because certain established
artists are expected to enjoy a higher revenue sharing ratio in 2023 pursuant to their contracts, which is
expected to outpace an estimated moderate increase in revenue in 2023 considering the uncertainties
about the impact of the COVID-19 pandemic in China.

Our Directors confirm that, as of the date of this prospectus, there has been no material adverse
change in financial and trading positions or prospects of our Group since September 30, 2022, being
the date on which our latest audited consolidated financial statements were prepared, and there has
been no event since September 30, 2022 which would materially affect the information in the
Accountant’s Report set out in Appendix I to this prospectus.

GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the
Global Offering. The Global Offering comprises:

(a) the Hong Kong Public Offering of initially 12,006,000 Offer Shares (subject to
reallocation) in Hong Kong as described below in “Structure of the Global Offering—The
Hong Kong Public Offering” in this prospectus; and

(b) the International Offering of initially 108,054,000 Offer Shares (subject to reallocation and
the Over-allotment Option) outside the United States in offshore transactions in reliance
on Regulation S.

Investors may apply for the Hong Kong Offer Shares under the Hong Kong Public Offering, or,
if qualified to do so, apply for or indicate an interest in International Offer Shares under the
International Offering, but may not do both.

OFFERING STATISTICS

The statistics below are based on the assumption that 120,060,000 Offer Shares are issued
under the Global Offering:

Based on the
Offer Price of HK$3.52 Based on the Based on the
per Offer Share, after minimum Offer maximum Offer
Downward Offer Price  Price of HK$3.91  Price of HK$5.06
Adjustment of 10% per Offer Share per Offer Share

Market capitalization of our Shares®™ ... ............ HK$3.1 billion HKS$3.4 billion HK$4.4 billion
Unaudited pro forma adjusted consolidated net tangible

assets per Share@® ., ... ... ... HKS$1.45 HK$1.50 HK$1.66
Notes:

(1) The calculation of market capitalization is based on 870,060,000 Shares will be in issue immediately following the completion of the
Global Offering assuming the Over-allotment Option is not exercised.

(2) The unaudited pro forma net tangible assets per Share is arrived at after the adjustments referred to in the section headed “Financial
Information—Unaudited Pro Forma Adjusted Net Tangible Assets” and on the basis that 832,560,000 Shares were in issue, assuming
that the Global Offering and Capitalization Issue have been completed on September 30, 2022 but takes no account of (i) the 37,500,000
Shares (after taking into account of the effect of the Capitalization Issue) issued pursuant to the Share Incentive Plan that are subject to
vesting conditions; and (ii) any Shares which may be issued or repurchased by our Company pursuant to the general mandates given to
the Directors for issue and allotment of Shares as described in the section headed “Share Capital” in this prospectus.
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(3) No adjustment has been made to reflect any trading result or other transactions of the Group entered into subsequent to September 30, 2022, the
unaudited pro forma adjusted consolidated net tangible assets attributable to owners of the Company does not take into account of any Shares
which may be allotted and issued pursuant to the exercise of the Over-Allotment Option or any Shares which may be issued or repurchased by
the Company pursuant to the general mandates granted to the Directors for issue or allotment of Shares as described in “Share Capital.” For
details, see “Appendix II-—A. Unaudited Pro Forma Statement of Adjusted Net Tangible Assets.”

LISTING EXPENSES

Our listing expenses mainly include underwriting commissions, professional fees paid to legal
advisors and the Reporting Accountant for their services rendered in relation to the Listing and the
Global Offering. The estimated total listing expenses (based on the mid-point of our indicative price
range for the Global Offering and assuming that the Over-allotment Option is not exercised) for the
Global Offering are approximately RMB90.2 million, representing 18.7% of the gross proceeds from
the Global Offering, comprising (i) underwriting-related expenses of RMB20.5 million, including
commissions and fees; and (ii) non-underwriting-related expenses of RMB69.7 million, including
(a) fees and expenses of legal advisors and the Reporting Accountant of RMB34.9 million; and
(b) other fees and expenses of RMB34.8 million. During the Track Record Period, we incurred listing
expenses of RMB41.5 million, among which RMB36.2 million was charged to the consolidated
statements of profit or loss in 2021 and the nine months ended September 30, 2022 as administrative
expenses and approximately RMBS5.3 million (listing expenses directly attributable to the issue of
Shares) will be deducted from equity upon successful Listing. We expect to incur additional listing
expenses of approximately RMB48.7 million, of which approximately RMB26.7 million is expected to
be recognized as administrative expenses and approximately RMB22.0 million (listing expenses
directly attributable to the issue of Shares) is expected to be recognized as a deduction in equity
directly upon the Listing.

DIVIDENDS

Prior to the Track Record Period, our subsidiary, Yuehua Limited, declared dividends to its
then shareholders, among which approximately RMB1.9 million were paid in 2020 and the others were
fully paid before the Track Record Period. In October 2020, Yuehua Limited declared dividends in an
aggregate amount of RMB200.0 million to its then shareholders pursuant to the laws of PRC, which
were fully paid by bank transfer in 2020. In March 2022, our Company declared dividends to both
holders of ordinary shares and holders of convertible preferred shares in an aggregate amount of
approximately US$63.0 million (equivalent to approximately RMB399.3 million), which were fully
settled and paid in March 2022. Such dividends were approved by our Board and Shareholders. As
advised by our legal advisor on Cayman Islands law, under the Companies Act and subject to our
Articles of Association, a position of net liabilities does not necessarily restrict us to pay dividends to
our Shareholders as dividends may be paid out of our share premium account, provided that
immediately following the date on which the dividend is paid, our company shall be able to pay its
debts as they fall due in the ordinary course of business. We believe that we would be able to pay the
debts as they fall due in the ordinary course of business immediately after the payment of dividends
declared in March 2022, considering: (i) the declaration of dividends, among others, was approved by
our Board of Directors who had reviewed the management accounts and obtained sufficient
information about our Company to make informed decisions; (ii) the convertible preferred shares
issued in January 2022 will be re-designated from financial liabilities to equity as a result of the
automatic conversion into ordinary shares upon our Listing and we expect to be no longer in a net
liabilities position immediately after such conversion; and (iii) we would have sufficient cash and cash
equivalents to repay or settle our debts other than the financial liabilities at fair value through profit or
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loss consisting of the convertible preferred shares when they become due in the ordinary course of
business. We believe that the distribution of these dividends will not have a material impact on the
sufficiency of our working capital after the Listing and we will be able to maintain sufficient funds to
meet our working capital requirements and debt obligations. Our historical declarations of dividends
may not reflect our future declarations of dividends.

APPLICATION FOR THE OFFER SHARES

The application period for the Offer Shares will last from Friday, December 30, 2022 through
Thursday, January 12, 2023, being longer than normal market practice of three and a half days. The
application monies (including the brokerage fees, SFC transaction levy, AFRC transaction levy and
Stock Exchange trading fees) will be held by the receiving bank on behalf of the Company and the
refund monies, if any, will be returned to the applicants without interest on Wednesday, January 18,
2023. Investors should be aware that the dealings in the Shares on the Stock Exchange are expected to
commence on Thursday, January 19, 2023.

According to our Articles of Association and applicable laws and regulations, the decision on
whether to pay dividends will be made at the discretion of our Directors and will depend primarily
upon the financial results, cash flow, business conditions and strategies, future operations and earnings,
capital requirements and expenditure plans, any restrictions on payment of dividends, and other factors
that our Directors may consider relevant. We do not have a pre-determined dividend payout ratio. We
will evaluate our dividend policy in light of our financial condition and the prevailing economic
environment. For more details, see “Financial Information—Dividends.”

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$437.4 million, after deducting estimated underwriting commissions, fees and expenses payable by
us in connection with the Global Offering, assuming an Offer Price of HK$4.48 per Share, being the
mid-point of the indicative Offer Price range of HK$3.91 to HK$5.06 per Share, and assuming the
Over-allotment Option is not exercised. We currently intend to apply the net proceeds from the Global
Offering for the following purposes:

*  Approximately 60.0%, or HK$262.4 million, will be invested in our artist operation. We
intend to improve our artist training and management capabilities by procuring better
training facilities and strengthening our faculty for our trainees and managed artists. We
also intend to expand the scale of our artist promotion;

*  Approximately 15.0%, or HK$65.6 million, will be used for expanding our music IP
library;

*  Approximately 15.0%, or HK$65.6 million, will be used for expanding our pan-
entertainment business;

e Approximately 5.0%, or HK$21.9 million, will be used for our overseas expansion; and
*  Approximately 5.0%, or HK$21.9 million, will be used for working capital and general

corporate purposes to support our business operation and growth.

For further details, see “Future Plans and Use of Proceeds.”
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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
of Technical Terms” in this prospectus.

“Accountant’s Report”

“affiliate(s)”

“AFRC”

“Articles” or “Articles of
Association”

“associate(s)”
“Audit Committee”
“Board” or “Board of Directors”

“Business Day”

“BVI”

“CAC”

“CAGR”

“Capitalization Issue”

“Capital Market Intermediaries”

“Cayman Companies Act” or
“Companies Act”

“CCASS”

the accountant’s report of our Company, the text of which
is set out in Appendix I to this prospectus

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

Accounting and Financial Reporting Council

the articles of association of our Company adopted on
December 26, 2022 which shall become effective on the
Listing Date and as amended from time to time, a summary
of which is set out in “Appendix [V—Summary of the
Constitution of the Company and Cayman Islands
Company Law” to this prospectus

has the meaning ascribed to it under the Listing Rules
the audit committee of the Board
the board of directors of our Company

a day on which banks in Hong Kong are generally open for
business to the public and which is not a Saturday, Sunday
or public holiday in Hong Kong

the British Virgin Islands

Cyberspace Administration of China (H 2 A R AIE [E] 5
HIGREGERMAE)

compound annual growth rate

the issue of 634,210,000 Shares upon the capitalization of
the relevant sum standing to the credit of the share
premium account of our Company, details of which are set
out in “Appendix V—Statutory and General Information—
A. Further Information about our Group—3. Resolutions of
our Shareholders”

the Overall Coordinators, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers, the
Underwriters and other capital market intermediary(ies)
(within the meaning ascribed thereto under the Listing
Rules) participating in the Global Offering

The Companies Act (As Revised) of the Cayman Islands,
as amended, supplemented or otherwise modified from
time to time

Central Clearing and Settlement System
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DEFINITIONS

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS EIPO”

“CCASS Investor Participant”

“CCASS Operational Procedures”

“CCASS Participant”

“China,” “mainland China” or the
“PRC”

“Chengdu Yuehua”

“close associate(s)”

“Companies Ordinance”

a person admitted to participate in CCASS as a direct
clearing participant or a 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
Center by completing an input request

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

the operational procedures of HKSCC in relation to
CCASS, containing the practices, procedures and
administrative requirements relating to the operations and
functions of CCASS as from time to time in force

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

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

Chengdu YueHua Yuanyu Culture Communication Co.,
Ltd. (WUEPSEHE R L% A R/ 7)), a limited liability
company established in the PRC on November 9, 2022 and
a wholly-owned subsidiary of Yuehua Limited

has the meaning ascribed to it under the Listing Rules

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented, or otherwise
modified from time to time
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“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

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

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

“Controlling Shareholders”

“Corporate Governance Code”
“CSRC”

“Director(s)” or “our Director(s)”
“Downward Offer Price

Adjustment”

“EIT”

“EIT Law”

“Exchange Participant”

“Extreme Conditions”

“Foreign Investment Law”

“Frost & Sullivan”

“Global Offering”

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

YH Entertainment Group (RAFERREMA]), an exempted
company incorporated in Cayman Islands with limited
liability on June 10, 2021

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

has the meaning ascribed to it under the Listing Rules and
unless the context requires otherwise, refers to Ms. DU
Hua, Mr. SUN Yiding, DING GUOHUA LIMITED,
HuaDingGuo Limited, Xihaha International Holding
Limited, QINGDINGDANG LIMITED, Dawei
International Holding Limited and DingDangQing Limited

the Corporate Governance Code set out in Appendix 14 to
the Listing Rules

China Securities Regulatory Commission ([ 75 BB &
MZEE)

the director(s) of our Company

an adjustment that has the effect of setting the final Offer
Price up to 10% below the low-end of the indicative Offer
Price range

Enterprise Income Tax

the Enterprise Income Tax Law of the PRC (3£ A R ILAN
B {>2E T {5 8i7%) which was adopted by the National
People’s Congress on March 16, 2007 and became
effective on January 1, 2008, and amended on February 24,
2017 and December 29, 2018

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

the PRC Foreign Investment Law ( €13 A R LAN 0 51 1
%7%5) ), adopted by the NPC on March 15, 2019, and
became effective on January 1, 2020

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent industry consultant commissioned by us

the Hong Kong Public Offering and the International
Offering
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“GREEN Application Form(s)”

“Group,” “our Group,” “the
Group,” “we’” “us,” or “Our”

“Hainan Yuehua”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollars” or “HKS$”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

the application form(s) to be completed by the White
Form eIPO Service Provider designated by our Company,
Computershare Hong Kong Investor Services Limited

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

Hainan YueHua Culture Communication Co., Ltd. (7 F5%%
#FALEFARAF), a limited liability company
established in the PRC on April 30, 2021 and a wholly-
owned subsidiary of Yuehua Limited

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollars, the lawful currency of Hong Kong

the 12,006,000 Offer Shares initially being offered by our
Company for subscription at the Offer Price pursuant to the
Hong Kong Public Offering (subject to reallocation as
described in “Structure of the Global Offering” in this
prospectus)

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong (subject to reallocation) at the
Offer Price (plus brokerage of 1%, SFC transaction levy of
0.0027%, Stock Exchange trading fee of 0.00565% and
AFRC transaction levy of 0.00015%) on the terms and
subject to the conditions described in this prospectus and
the GREEN Application Form, as further described in
“Structure of the Global Offering—The Hong Kong Public
Offering”

Computershare Hong Kong Investor Services Limited

the underwriters of the Hong Kong Public Offering whose
names are set out in “Underwriting—Hong Kong
Underwriters”

the underwriting agreement dated December 28, 2022
relating to the Hong Kong Public Offering and entered into
among, inter alia, our Company, the Controlling
Shareholders, China Securities (International) Corporate
Finance Company Limited, China Merchants Securities
(HK) Co., Limited and the Hong Kong Underwriters
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“Horgos Yuehua”

“IFRS 2

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“Joint Bookrunners”

“Joint Global Coordinators”

Horgos YueHua Picture Limited (ZE#TRIIEIHELEHRL
A), a limited liability company established in the PRC on
January 6, 2016 and owned as to 51% and 49% by Ms. Du
and Mr. Sun, respectively, as of the Latest Practicable Date

International Financial Reporting Standards, as issued from
time to time by the International Accounting Standards
Board

party or parties that, to the best of our Directors’
knowledge, information and belief, is or are not a
connected person(s) of our Company within the meaning of
the Listing Rules

the 108,054,000 Offer Shares initially being offered for
subscription under the International Offering together,
where relevant, with any additional Shares that may be
issued by our Company pursuant to any exercise of the
Over-allotment Option, subject to reallocation as described
in “Structure of the Global Offering” in this prospectus

the conditional placing of the International Offer Shares at
the Offer Price in offshore transactions outside the United
States in reliance on Regulation S or any other available
exemption from the registration requirement under the U.S.
Securities Act, as further described in “Structure of the
Global Offering” in this prospectus

the group of international underwriters expected to enter
into the International Underwriting Agreement relating to
the International Offering

the international underwriting agreement relating to the
International Offering and expected to be entered into by
and among our Company, the Controlling Shareholders, the
Overall Coordinators, the Joint Global Coordinators and
the International Underwriters on or about the Price
Determination  Date, as  further described in
“Underwriting—Underwriting Arrangements and
Expenses—The International Offering”

the joint bookrunners as named in the section headed
“Directors and parties involved in the Global Offering” in
this prospectus

the joint global coordinators as named in the section headed
“Directors and parties involved in the Global Offering” in
the prospectus
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“Joint Lead Managers”

“Joint Sponsors”

“Korea”
“KRW?”

“Latest Practicable Date”

“License for Production and
Distribution of Radio or
Television Programs”

“Listing”

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum” or

“Memorandum of Association”

“MIIT 2

“MOFCOM”

the joint lead managers as named in the section headed
“Directors and parties involved in the Global Offering” in
the prospectus

China Securities (International) Corporate Finance
Company Limited and China Merchants Securities (HK)
Co., Limited

the Republic of Korea
Korean Republic won, the lawful currency of Korea

December 20, 2022, being the latest practicable date for the
purpose of ascertaining certain information contained in
this prospectus prior to its publication

the License for Production and Distribution of Radio or
Television Programs ( <JEHEEWLHE H RAELET ) )
issued by provincial counterpart of NRTA, permitting
institutions to produce and distribute radio and television
programs or engage in the activities of production and
distribution of radio and television programs

the listing of our Shares on the Main Board

the date, expected to be on or about January 19, 2023, on
which dealings in our Shares first commence on the Stock
Exchange

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

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

the memorandum of association of our Company adopted
on December 26, 2022 which shall become effective on the
Listing Date and as amended from time to time, a summary
of which is set out in “Appendix [V—Summary of the
Constitution of the Company and Cayman Islands
Company Law” to this prospectus

the Ministry of Industry and Information Technology of the
PRC (3 N\ RILAE T EAE BALET)

the Ministry of Commerce of the PRC (A3 A R AN i
B5HR)
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“Mr. Sun”

“Ms. Du”

“NDRC b

“NEEQ”

“Negative List”

“Nice Future”

“Nomination Committee”

“NPC 2

“NRTA”

“Offer Price”

“Offer Shares”

“Overall Coordinators”

Mr. SUN Yiding (£ —7), an executive Director of our
Company, president of our Company and one of our
Controlling Shareholders

Ms. DU Hua (#£3#£), an executive Director, chairlady of the
Board, chief executive officer of our Company and one of
our Controlling Shareholders

the National Development and Reform Commission of the

PRC (H3 A\ R AN [ 5 88 e Mo 2 B )

the National Equities Exchange and Quotations, a PRC
over-the-counter system for trading shares of Non-listed
Public Companies

Special Management Measures for Access of Foreign
Investment (2021 Edition) ( <& AR & R
J(B T E)) (20214E/))

Nice Future (Beijing) Culture Communication Co., Ltd. (/&
ks (dbmt) SUbEEAFRA R

the nomination committee of the Board

the National People’s Congress of the PRC (*F#E A R ALAN
B A N AR K E)

the National Radio and Television Administration of the

PRC (Fhrafe A R A B 0 22 B A FE AL A R )

the final Hong Kong dollar price per Offer Share (exclusive
of brokerage fee of 1.0%, SFC transaction levy of 0.0027%,
Stock Exchange trading fee of 0.00565% and AFRC
transaction levy of 0.00015%) of not more than HK$5.06
and expected to be not less than HK$3.91 at which Hong
Kong Offer Shares are to be subscribed for pursuant to the
Hong Kong Public Offering and International Offer Shares
are to be offered pursuant to the International Offering, to be
determined as described in “Structure of the Global
Offering—Pricing and Allocation,” subject to any
Downward Offer Price Adjustment

the Hong Kong Offer Shares and the International Offer
Shares together, where relevant, with any additional Shares
which may be issued by our Company pursuant to the
exercise of the Over-allotment Option

the overall coordinators as named in the section headed
“Directors and Parties Involved in the Global Offering” in
this prospectus
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“Over-allotment Option”

“PBOC”

“PRC Legal Advisor”

“Preferred Shares”

“Pre-IPO Investment(s)”

“Pre-IPO Investor(s)”

“Price Determination Agreement”

“Price Determination Date”

“Principal Share Registrar”

“prospectus”

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Overall
Coordinators and the Joint Global Coordinators (for
themselves and on behalf of the International Underwriters)
for up to 30 days from the day following the last day for the
lodging of applications under the Hong Kong Public
Offering, to require our Company to allot and issue up to
18,009,000 additional Shares (representing in aggregate
15.0% of the Offer Shares initially being offered under the
Global Offering) to the International Underwriters to cover
over-allocations in the International Offering, if any, details
of which are described in “Underwriting—Underwriting
Arrangements and Expenses—The International Offering—
Over-allotment Option and Stabilization”

the People’s Bank of China (1B AR4R1T), the central
bank of the PRC

Commerce & Finance Law Offices, our legal advisor as to
PRC laws

Series A-1 Preferred Shares, Series A-2 Preferred Shares
and Series A-3 Preferred Shares, which would be converted
into ordinary Shares upon completion of the Global
Offering

the pre-IPO investments in our Group undertaken by the
Pre-IPO Investors, details of which are set out in “History,
Reorganization and Corporate Structure” in this prospectus

the investors of the Pre-IPO Investments, details of which
are described in “History, Reorganization and Corporate
Structure—Pre-IPO Investments—Information about the
Pre-IPO Investors”

the agreement to be entered into between our Company, the
Overall Coordinators and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters) on the
Price Determination Date to record and fix the Offer Price

the date, expected to be on or about Thursday, January 12,
2023 and in any event no later than Monday, January 16,
2023 on which the Offer Price is to be fixed for the
purposes of the Global Offering

Maples Fund Services (Cayman) Limited

this prospectus being issued in connection with the Hong
Kong Public Offering
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“Regulation S”

“Renminbi” or “RMB”

“Reorganization”

“RSU(s)”

[13 SAFE %

“SAIC”

“SAMR”

“SAPPRFT”

“SARFT”

“SAT”

“SCNPC”

“Securities and Futures
Ordinance” or “SFO”

“Series A-1 Preferred Shares”

“Series A-2 Preferred Shares”

“Series A-3 Preferred Shares”

“SFC”

Regulation S under the U.S. Securities Act
the lawful currency of the PRC

the corporate reorganization of our Group in preparation for
the Listing, particulars of which are set out in “History,
Reorganization and Corporate Structure” in this prospectus

a restricted share unit award to be granted to a participant
under the Share Incentive Plan

the State Administration of Foreign Exchange of the PRC
eI e T ETN v )

the State Administration of Industry and Commerce of the
PRC ("2 A RALFIE B & LrfTBUE $4%)), which has
been merged into SAMR

the State Administration for Market Regulation of the PRC
(FhE N R AN I B % i 3 B A AR )

the State Administration of Press, Publication, Radio, Film
and Television of the PRC (3 A A2 [0 5 1] i i i
HHJR), predecessor of NRTA

the State Administration of Radio, Film and Television of
the PRC (PP N\ R [ (B 5% o 4% TR BRALAR ),
predecessor of SAPPRFT

the State Administration of Taxation of the PRC (H# AR
A2 [ R ol 25 ) )

the Standing Committee of the National People’s Congress
of the PRC (P A\RIMBE 2 ARRXKRGHEHEEE)

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

the series A-1 preferred shares of our Company with a par
value of US$0.0001 each

the series A-2 preferred shares of our Company with a par
value of US$0.0001 each

the series A-3 preferred shares of our Company with a par
value of US$0.0001 each

the Securities and Futures Commission of Hong Kong
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“Share(s)”

“Shareholder(s)”

“Share Incentive Plan”

“Stabilizing Manager”

“State Council”

“Stock Borrowing Agreement”

“Stock Exchange” or “Exchange”

“subsidiary(ies)”

“substantial shareholder”

“Takeovers Code”

“Tianjin Chufa”

“Tianjin Yihua”

“Tianjin Yuehua”

ordinary share(s) in the share capital of our Company with
a par value of US$0.0001 each

holder(s) of our Share(s)

the share incentive plan that our Company adopted on
December 10, 2021

China Securities (International) Corporate Finance
Company Limited, acting as the stabilizing manager of the
Global Offering

State Council of the PRC (32 A [ 71 B [ %5 b )

the stock borrowing agreement expected to be entered into
between China Securities (International) Corporate Finance
Company Limited and DING GUOHUA LIMITED on or
around Thursday, January 12, 2023

The Stock Exchange of Hong Kong Limited

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

has the meaning ascribed to it under the Listing Rules

The Codes on Takeovers and Mergers and Share
Buy-backs issued by the SFC, as amended, supplemented
or otherwise modified from time to time

Tianjin ChuFa Culture Technology Co., Ltd. (K% b
BHEABR/A ) (formerly known as Shanghai Chufa Culture
Technology Co., Ltd. (EiEM#ECILRHEARAFR) and
Shanghai Chufa Culture Communication Co., Ltd. (b7
L EREABR/A ), a limited company established in the
PRC on April 17, 2014 and a wholly-owned subsidiary of
Yuehua Limited

Tianjin Yihua Management Consulting Co., Ltd. (Ki#75 3
EHHHA PR ET/AA), a limited company established in
the PRC on February 22, 2019 and a wholly-owned
subsidiary of Yuehua Limited

Tianjin Yuehua Music and Culture Communication Co.,
Ltd. (KHEEIEZTELMHEARAF), a limited liability
company established in the PRC on August 1, 2011 and a
wholly-owned subsidiary of Yuehua Limited
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“Tibet Yuehua”

“Track Record Period”

“YUE HUA HONG KONG”

“Yuehua Investment” or “WFOE”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. dollars” or “US$”

“U.S. persons”

“U.S. Securities Act”

“VAT”

“White Form eIPO”

“White Form eIPO Service
Provider”

“Withdrawal Mechanism”

Tibet Yuehua Culture Communication Co., Ltd. (F4j#443E
AL EREABRAF]), a limited company established in the
PRC on December 25, 2011 and a wholly-owned
subsidiary of Yuehua Limited

the period comprising the three financial years ended
December 31, 2019, 2020 and 2021 and the nine months
ended September 30, 2022

YUE HUA HONG KONG ENTERTAINMENT
COMPANY LIMITED (4% 44 A B2 7)), a limited
company established in Hong Kong on January 13, 2015
and a wholly-owned subsidiary of Yuehua Limited

Tianjin Yuehua Investment Co., Ltd. (KE4EFER GHRA
7)), a limited liability company established in the PRC on
September 24, 2021 and an indirect wholly-owned
subsidiary of our Company in the PRC

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United States of America, its territories, its possessions
and all areas subject to its jurisdiction

United States dollars, the lawful currency of the United
States

U.S. persons as defined in Regulation S

the U.S. Securities Act of 1933, as amended, and the rules
and regulations promulgated thereunder

value-added tax

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 the White Form eIPO
Service Provider at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

a mechanism which requires the Company, among other
things, to (a) issue a supplemental prospectus as a result of
material changes in the information in this prospectus; and
(b) extend the offer period and to allow potential investors,
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DEFINITIONS

if they so desire, to confirm their applications using an opt-
in approach (i.e. requiring investors to positively confirm
their applications for Shares despite the changes)

“Yuehua BVI” YH Entertainment Group (BVI) Limited, a limited liability
company incorporated in the BVI on June 22, 2021 and a
wholly-owned subsidiary of our Company in BVI

“Yuehua HK” YH Entertainment Group (HK) Limited, a limited company
established in Hong Kong on July 6, 2021 and an indirect
wholly-owned subsidiary of our Company in Hong Kong

“Yuehua Korea” Yuehua Entertainment Korea Co., Ltd., a company
incorporated in the Republic of Korea on August 28, 2014
and a non-wholly owned subsidiary of Yuehua Limited

“Yuehua Limited” YueHua Entertainment Co., Ltd. (b5 447 B e U fb 3% A
MR 7)), a limited liability company established in the PRC
on July 3, 2009 (previously a joint stock company
incorporated in the PRC with limited liability quoted on
National Equities Exchange and Quotations (2 Hi/]Mi 3
R332 4%)) (quotation code: 833564) and a non-wholly
owned subsidiary of Yuehua Investment

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.

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.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

In this prospectus, unless the context otherwise requires, explanations and definitions of
certain terms used in this prospectus in connection with our Group and our business shall have
the meanings set out below. The terms and their meanings may not always correspond to
standard industry meaning or usage of these terms.

“Anhui Satellite TV”

“artist’s related entity(ies)”

“Bilibili”

“COVID-19”

“debut”

“(digital) album(s)”

“(digital) single(s)”

“Douyin”

“Dragon Satellite TV”

“drama series”

“IP(S)”

Anhui Satellite TV (Z#d##1), a TV network broadcast
from Hefei, Anhui Province

refers to an entity that is controlled by or otherwise related
to a managed artist, which acted as a supplier to our Group
during the Track Record Period

Bilibili (MEREEENE) - one of the major Chinese video on
demand over-the-top streaming platforms, based in
Shanghai

coronavirus disease 2019, a disease caused by a novel virus
designated as severe acute respiratory syndrome
coronavirus 2

refers to an artist’s first public performance through
releasing of musical works, participation in variety
programs or other forms of entertainment content

refers to (digital) music album comprising two or more
songs to be released, sold or downloaded and played

refers to (digital) music album comprising only one song to
be released, sold or downloaded and played

Douyin (£}#), a leading social media short-form video app
in China for creating and sharing short lip-sync, comedy,
and talent videos

Dragon Satellite TV (3R /7 ##1), a TV network broadcast of
Shanghai Media Group (i E#EEN & K EifE UL B G2
B A PR 7)) from Shanghai

refers to the content produced for broadcast via satellite and
terrestrial TV channels or media platforms, which is
usually released in episodes that follow a narrative,
consisting of TV series and web series

refers to intellectual properties such as existing musical
works, variety programs, movies, drama series or other
literary or artistic works, concepts, stories and expressions
that can be used or considered, entirely or partially, to
create and/or produce new musical works, variety
programs, drama series or movies
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GLOSSARY OF TECHNICAL TERMS

“iQIYI”

“Jiangsu Satellite TV”

“Kuaishou”

“managed artist(s)”

“master tape”

“media platform”

“music video(s)” or “MV(s)”

“neighboring right”

“NetEase Cloud Music”

“pan-entertainment”

“primetime”

“satellite TV networks”

“Sina Weibo” or “Weibo”

“Tencent Music”

iQIYI (E#1#X), a leading online video platform based in
Beijing

Jiangsu Satellite TV (YLERf##1), a TV network broadcast
from Nanjing, Jiangsu Province

Kuaishou (), a short video social platform in China for
all users to record and share their lives, headquartered in
Beijing

refer(s) to artists who are under artist management
contracts with our Company

the final tape of a program that is delivered to the media
platform for broadcast

refers to online video platforms, short video platforms,
social media platforms and satellite TV networks

refers to music videos, which integrate music songs or
music albums with imagery that are produced for
promotional or musical artistic purposes

an intellectual property right distinguished from a moral
right belonging to an author or artist as the work’s creator,
including but not limited to the right of a performer, a
publisher, a broadcaster, and a producer

NetEase Cloud Music (% E &%), a leading music
streaming platform based in Hangzhou, Zhejiang Province

refers to multi-level creative products developed from
intellectual property

refers to the block of time when audience viewership peaks
for programming during a defined period of time. For PRC
TV networks, primetime usually means the 19:00 to 23:00
time slot

refers to national free-to-air commercial satellite TV
networks in China

Sina Weibo (#1iRf#{#), a Chinese microblogging (weibo)
website and social media platform

refers to the various music streaming platforms operated by
Tencent Music Entertainment Group (f#afl & 4415 444 ), a
company that offers online music and music-centric social
entertainment services
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GLOSSARY OF TECHNICAL TERMS

“Tencent Video” Tencent Video (J#H#i4H), a leading online video platform
based in Shenzhen, Guangdong Province

“trainee(s)” individual(s) who is/are undergoing artistic training and
assessments before entering into an artist management
agreement with us

”? a type of interactive audio-visual video content that can

incorporate art forms such as musical and dance
performance, sketch comedy and storytelling

“variety program

“virtual artist” an animated character that sings and dances, much like a
real life artist

“Xiaohongshu” Xiaohongshu (/MLE), a social media and e-commerce
platform, where users can post, discover and share life
experiences and product reviews

“Youku” Youku (M), a leading online video platform in China
based in Beijing
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus are forward looking statements that are, by their nature,
subject to significant risks and uncertainties. Any statements that express, or involve discussions as to,
expectations, beliefs, plans, objectives, assumptions, future events or performance (often, but not
always, through the use of words or phrases such as “will,” “expect,” “anticipate,” “estimate,”
” “going forward,” “ought to,” “may,” “seek,” “should,” “intend,” “plan,” “projection,”
“could,” “vision,” “goal,” “aim,” “aspire,” “objective,” “target,” “schedules,” and “outlook™) are not
historical facts, are forward-looking and may involve estimates and assumptions and are subject to
risks (including but not limited to the risk factors detailed in this prospectus), uncertainties and other
factors some of which are beyond our Company’s control and which are difficult to predict.
Accordingly, these factors could cause actual results or outcomes to differ materially from those
expressed in the forward-looking statements.

99 ¢
“believe, 7o

9 <C 2% <

Our forward-looking statements have been based on assumptions and factors concerning future
events that may prove to be inaccurate. Those assumptions and factors are based on information
currently available to us about the businesses that we operate. The risks, uncertainties and other
factors, many of which are beyond our control, that could influence actual results include, but are not
limited to:

. our future business development, financial condition and results of operations;
*  our business strategies and plans to carry out these strategies;

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

e our ability to identify and satisfy user demands and preferences;
e our ability to maintain good relationships with our customers and other business partners;

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

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

*  the actions and developments of our competitors; and

. all other risks and uncertainties described in the “Risk Factors.”

Since actual results or outcomes could differ materially from those expressed in any forward-
looking statements, we strongly caution investors against placing undue reliance on any such forward-
looking statements. Any forward-looking statement speaks only as of the date on which such statement
is made, and, except as required by the Listing Rules, we undertake no obligation to update any
forward-looking statement or statements to reflect events or circumstances after the date on which such
statement is made or to reflect the occurrence of unanticipated events. Statements of or references to
our intentions or those of any of our Directors are made as of the date of this prospectus. Any such
intentions may change in light of future developments.

All forward-looking statements in this prospectus are expressly qualified by reference to this
cautionary statement.
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RISK FACTORS

An investment in our Shares involves significant risks. You should carefully consider all of
the information in this prospectus, including the risks and uncertainties described below, as well
as our financial statements and the related notes, and the section headed “Financial
Information” of this prospectus, before deciding to invest in our Shares. The following is a
description of what we consider to be our material risks. Any of the following risks could have a
material adverse effect on our business, financial conditions, results of operations and prospects.
In any such an event, the market price of our Shares could decline, and you may lose all or part of
your investment. Additional risks and uncertainties not presently known to us or that we currently
deem immaterial also may impair our business operations.

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

this prospectus.

RISKS RELATING TO OUR BUSINESS AND INDUSTRIES

Our business depends significantly on our managed artists’ reputation and the public’s
perception of our brand. Any negative publicity on our managed artists, our Company and
management, business partners or industry, may harm our brand image, which could materially
and adversely affect our business, financial condition or results of operations.

We believe that maintaining and enhancing our Yuehua brand is critical to the success of our
business. Our business depends significantly on the reputation of our managed artists. Any lawsuits,
non-compliance with laws or regulations, personal misbehaviors, rumors or negative publicity
involving our managed artists, even if inaccurate or without merit, may significantly harm the
reputation of these artists and our Group and have an adverse impact on our promotion activities for
such artists, which could materially and adversely affect our business, financial condition and results of
operations. We have carried out background search on the artists before entering into artist
management contracts with them. We also maintain strict management of the daily behaviors of our
managed artists and trainees. However, we cannot assure you that our managed artists (including their
related entities) and trainees will not be involved in any unforeseeable incidents beyond our control,
such as immoral behaviors or non-compliance with the laws and regulations, including tax laws and
regulations. Such incidents may result in negative publicity and reputational damage to our Group and
our managed artists. Nor can we assure you that we will be able to timely detect or effectively respond
to future negative publicity involving our managed artists or trainees.

Furthermore, negative publicity involving us, our management, our business partners or our
industry, whether justified or not, may harm our brand. In particular, given the nature of the
entertainment industry, we are more exposed and susceptible to negative publicity. Damage to our
reputation and our brand may reduce demand for the services from our artists and have a material and
adverse effect on our business, results of operations and financial condition. Moreover, any attempt to
rebuild our reputation and restore the value of our brand may be costly and time consuming, and such
efforts may not ultimately be successful.
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We generate a substantial portion of our revenue from our artist management business. If we fail
to maintain our relationship with artists and trainees or enlarge the number of artists and
trainees managed by us, our business, financial condition and results of operations could be
materially and adversely affected.

Through our artist management business, we provide services to our customers, such as
domestic and international brands, content producers and media platforms, by arranging our managed
artists to (i) participate in commercial activities, such as endorsement deals, business promotion and
commercial performances, and (ii) provide entertainment content services such as performing in
movies, drama series and variety programs. A substantial portion of our revenue is generated from our
artist management business. In 2019, 2020 and 2021 and the nine months ended September 30, 2022,
revenue generated from our artist management business was approximately RMBS530.2 million,
RMB808.2 million, RMB1,174.8 million and RMB677.7 million, respectively, which accounted for
approximately 84.0%, 87.7%, 91.0% and 90.1% of our total revenue for the same periods, respectively.
Our managed artists are suppliers to our artist management business and we rely on the services
provided by them, especially the top ten artists in terms of our revenue attributable to their services in
each period of the Track Record Period. The aggregate amount of revenue attributable to our top ten
artists for 2019, 2020 and 2021 and the nine months ended September 30, 2022 accounted for 74.8%,
83.0%, 85.6% and 87.2% of our total revenue for the corresponding periods, respectively. The revenue
attributable to our top one artist for 2019, 2020, 2021 and the nine months ended September 30, 2022,
accounted for 16.8%, 36.7%, 49.5% and 58.8% of our total revenue for the corresponding periods,
respectively. Our artist management business is dependent on our continuous relationships with our
managed artists. Our relationships with our managed artists can be affected by a number of factors,
such as our artist operation capability, our training system, the terms and conditions we offer in the
artist management contracts and our brand recognition in the market. In addition, when an artist renews
his or her contract with us, we may agree to give the artist a right to terminate the contract with us after
a specific number of years. For more details about our relationships with our managed artists, see
“Business—Our Business—Relationship with Artists.” Although the relationships with our managed
artists remain stable, we cannot assure you that we will be able to maintain such relationships with all
or any of these artists, nor can we assure you that the key terms and conditions in the artist
management contracts will remain the same when artists renew their respective artist management
contracts with us.

Another important component of our success in artist management business is our ability to
enlarge the number of artists and trainees managed by us. We may face substantial risks when
enlarging the number of our artists and trainees. We need to invest significant time, labor and fund in
the process of attracting and training new artists and trainees, and it may take a long time before we
can procure commercial opportunities for them. The new artists or trainees may not be able to achieve
success as we expect. If we fail to procure desirable opportunities for our artists to participate in
commercial activities or perform in movies, drama series and variety shows, we may not be able to
attract trainee candidates or maintain relationships with new artists. We cannot guarantee that we will
be able to enlarge the number of managed artists and trainees within a reasonable period of time, or at
all, and we may incur substantial costs and expend resources even if we are successful in attracting
more managed artists and trainees. Under such circumstances, our business, financial condition and
results of operations could be adversely affected.

48



RISK FACTORS

Our business is highly sensitive to public tastes and is dependent on our ability to secure and
develop popular artists, and we may not be able to anticipate or respond effectively to changes in
audience’s preferences and market trends, which could materially and adversely affect our
business, financial condition and results of operations.

Our business is highly sensitive to rapidly changing public tastes, which may vary among
people of different generations and backgrounds, and the continued success of our business depends on
our ability to secure and develop popular artists. Our artist management business depends in part on
our ability to anticipate the tastes of audiences, to train or retain artists who appeal to audiences, and to
engage our managed artists to perform in popular and quality entertainment content. The artists we
manage may not be able to gain popularity and audience’s attention as anticipated due to changing
tastes, market trends, general economic conditions or otherwise, which could adversely affect our
business. Although we are now managing a number of artists in the market, we cannot assure you that
such success will continue. If we fail to effectively satisfy the evolving needs and preferences of the
public, we may fail to recoup our significant investment in artist training, and we may be required to
incur additional costs to attract new artists or provide extra training tailored to the changing public
tastes, which would have a material adverse effect on our business and results of operations.

The success of our music IP production and operation and pan-entertainment business, such as
development of virtual artists, also depends on our ability to anticipate the preferences of the audience.
Despite our efforts to conduct in-depth market research to anticipate the trends of the
pan-entertainment market in the near future, we can give no assurance that we will successfully
develop attractive musical works or launch popular virtual artists that meet the continually changing
public tastes. Under these circumstances, our business, financial condition and results of operations
could be adversely affected.

Our business depends, in significant part, on the general prosperity and development of China’s
overall entertainment industry, corporate spending and discretionary consumer spending.
Challenging economic conditions and other negative factors may impact corporate and consumer
spending, which could have a material adverse effect on our business, financial condition and
results of operations.

Our business depends on discretionary consumer and corporate spending. Many factors affect
corporate spending and discretionary consumer spending, including economic conditions affecting
disposable consumer income such as inflation, unemployment levels, interest rates and changes in tax
laws that impact companies or individuals. Negative factors, such as challenging economic conditions
resulting from recession, inflation, lack of access to capital, and lack of consumer confidence, can
impact corporate and consumer spending. During historical periods of economic slowdown and
recession, many consumers reduced discretionary spending in entertainment and enterprises reduced
expenditures in promotion and advertising. The impact of economic slowdowns on our business is
difficult to predict. Although we have made efforts to minimize such impact through continuous
business operations and customer base expansion, challenging economic conditions may still result in
reductions in the demand for services provided by our managed artists, which could materially and
adversely affect our ability to generate revenue. We give no assurance that consumer and corporate
spending will not be adversely impacted by current economic conditions, or by any future deterioration
in economic conditions, which could have a material adverse effect on our business, financial
condition and results of operations.
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If we fail to maintain our business relationship with our major customers or expand our
customer base, our business, financial condition and results of operations could be materially
and adversely affected.

The success of our business depends on our ability to maintain our business relationship with
our major customers. During the Track Record Period, our customers primarily included (i) domestic
and international brands, (ii) media platforms and content producers and (iii) music service providers.
In 2019, 2020 and 2021 and the nine months ended September 30, 2022, revenue generated from our
five largest customers amounted to RMB173.3 million, RMB245.2 million, RMB301.2 million and
RMB148.1 million, respectively, accounting for approximately 27.4%, 26.5%, 23.4% and 19.6% of
our total revenue for the same periods, respectively. For more details, see “Business—Our Customers.”
Our relationships with our existing major customers depend on a number of factors, such as the quality
of services provided by our managed artists to our customers, the popularity and reputation of our
managed artists, and our ability to produce high-quality musical works. Although the relationships with
our existing major customers remain stable, we cannot assure you that we will be able to maintain such
relationships with all or any of these customers, nor can we assure that the key terms and conditions in
the agreements we entered into with our customers will remain the same when they renew the
agreements with us. We are also dedicated to expanding our customer base to bring more business
opportunities and generate more revenue. However, we cannot assure you that we will be able to
secure new customers of similar scale or on comparable contract terms. We may need to incur
substantial costs and expenses in marketing and promotion, and it may take a long time before we start
to generate revenue from new customers, which could materially and adversely affect our business,
financial condition and results of operations.

The entertainment industry is extensively regulated in China. Our failure to comply with
evolving laws, rules, regulations, policies and other legal uncertainties could materially and
adversely affect our business, financial condition and results of operations.

With the continuous development and growth in entertainment industry in the PRC, the
government may issue and promulgate new regulations and laws from time to time to encourage a
healthy and orderly development of the entertainment market. A series of regulations and policies were
issued during the Track Record Period and up to the Latest Practicable Date, including: (i) regulations
relating to management of activities of artist and artist management companies; (ii) regulations relating
to restrictions of wages; (iii) notices in relation to the taxation of culture and entertainment industry;
and (iv) regulations in relation to anti-trust control. For details of the relevant regulations and analysis
of their impact on the Group, see “Regulation—Laws and Regulations in Relation to Our Business in
the PRC” and “Business—Our Business—Recent Regulatory Development.”

Our artist management, music IP production and operation and pan-entertainment businesses
are directly or indirectly subject to these regulations and policies to varying degrees. For example, we
may not be able to completely monitor and control the behavior or speech of our managed artists, our
trainees and the artists’ followers. If they fail to comply with the relevant laws, regulations, rules and
policies promogulated from time to time, we may face penalties by relevant authorities, which could
adversely affect our reputation and business operations. Moreover, content production companies and
media platforms, which are among the major customers of our artist management business, are directly
regulated by the Maximum Wage Order, which imposes certain restrictions on the amounts of
remuneration for artists performing in web movies, drama series and variety programs. We cannot
guarantee that all of our customers would be in compliance with the restrictions at all times. As
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advised by our PRC Legal Advisor, as of the Latest Practicable Date, the Maximum Wage Order in its
currently effective form does not stipulate that the performing artists and their respective artist
management companies would be subject to administrative penalties for non-compliance of the content
production companies and media platforms. However, in the event that a web movie, drama series or
variety program in which our managed artist performed is found to be non-compliant of the
requirements under the Maximum Wage Order, we cannot assure you that we or such managed artists
will not be held liable or become the subject of any review, enquiry or investigation by any PRC
regulatory authorities in relation to the Maximum Wage Order in the future. For more details about the
impact on our business of recent regulatory development, see “Business—Our Business—Recent
Regulatory Development.” Any of the above circumstances may adversely affect our business,
financial condition and results of operations.

In response to recent regulatory development, we have adopted internal control policies and
measures to monitor and ensure our compliance with the new regulations. For details about our internal
control measures, see “Business—Our Business—Recent Regulatory Development” and “Business—
Risk Management and Internal Control Systems—Regulatory Compliance Risk Management.”
However, due to the inherent limitations in the design and implementation of risk management and
internal control systems, we cannot assure you that our risk management and internal control systems
will be able to identify, prevent and manage all risks. Our internal control procedures are designed to
monitor our operations and ensure their overall compliance. However, our internal control procedures
may be unable to identify all non-compliance incidents in a timely manner, or at all, and the
precautions we take to prevent and detect non-compliance incidents may not be effective.

Moreover, there is no assurance that the PRC government will not change the existing laws,
regulations or policies, or adopt additional or more stringent laws, regulations or policies applicable to
us and our business operations. Any changes to such laws, regulations and policies, or their
interpretation or enforcement, may expose us to the risk of non-compliance and may require us to
conform our activities and operations to comply with such laws, regulations and policies. We cannot
predict future laws, regulations, policies, interpretations or applications, nor can we predict their
impact on our business, financial condition and results of operations. If we fail to timely adapt our risk
management and internal control policies and procedures to the changing regulatory environment, our
business, results of operations and financial condition could be materially and adversely affected.

The production and distribution of musical works, variety programs, movies and drama series
are subject to uncertainties. There is no guarantee that the production or distribution of musical
works and our managed artists’ participation in content production can generate profit for us.

In 2019, 2020 and 2021 and the nine months ended September 30, 2022, revenue generated
from music IP production and operation was RMB74.7 million, RMB92.7 million, RMB77.7 million
and RMBS58.2 million, respectively, accounting for 11.8%, 10.0%, 6.1% and 7.7% of our total revenue
for the same periods, respectively, and revenue generated from entertainment content services under
artist management business was RMB213.1 million, RMB253.7 million, RMB253.0 million and
RMB143.1 million, respectively, accounting for 33.8%, 27.5%, 19.6% and 19.0% of our total revenue
for the same periods, respectively.

Unforeseen circumstances during production, such as sudden changes in policies, the artists’
personal choices or preferences, accidents, equipment damage or malfunction, unavailability of
production locations, delay in obtaining the requisite permits or licenses, natural disasters and
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unavailability of industry professionals due to injuries or health issues, other engagement or a ban from
the entertainment industry as a result of their personal behavior, may disrupt the production progress.
The production and distribution of musical works we produce and the movies, drama series and variety
programs our managed artists perform in may also be delayed due to the changes in production
schedule or failure to obtain the relevant distribution licenses, leading to the delay in the initial
publication of our musical works and broadcasting of the movies, drama series and variety programs
our managed artists perform in. Any delay or adjustment in production or distribution schedule may
increase the production or distribution costs for musical works, or adversely affect our ability to
generate revenue from our managed artists’ participation in content production. If we are unable to
pass such increased costs onto our customers, our expected investment return from our produced
musical works would be reduced, which would materially and adversely affect our business, financial
condition and results of operations. In circumstances where the production cost of a musical work
significantly exceeds the budget, we may be required to contribute additional financial resources.
Failure to obtain additional financial resources may result in a substantial delay in production progress.
In addition, we cannot assure you that our musical works will gain popularity or sell well in the music
market in the future.

We collaborate with major music streaming platforms in China for online sales of our musical
works, which is subject to the policies adopted by the music streaming platforms.

We currently cooperate with major music streaming platforms in China for sales of digital
copies of our music IPs. In August 2021, major music streaming platforms in China we cooperated
with adopted restrictive rules on the purchase number of digital albums and singles, which led to a
decrease in revenue generated from sales of digital singles and albums on the major music streaming
platforms. As a result, our revenue generated from music IP production and operation decreased by
16.2% from RMB92.7 million in 2020 to RMB77.7 million in 2021. If these major music streaming
platforms adopt other restrictive policies on the sales of digital albums and singles, or if there are any
structural changes to the material terms of our contracts with major music streaming platforms due to
any significant changes in regulatory requirements and policies which adversely and materially affect
our cooperation, there may be a significant reduction in our revenue generated from our music IP
production and operation business. Any of the above circumstances may materially and adversely
affect our business, financial condition and results of operations.

We may not be able to compete effectively against our competitors in the entertainment industry.

The entertainment industry is highly competitive and fragmented, and we may not be able to
maintain or increase our current market share due to such competition. In China, we primarily compete
with other professional artist management companies, platform-based artist management companies,
content-based artist management companies and artist management studios. Our competitors may
make more attractive offers to existing popular artists in the market and provide more systematic
training to trainee and emerging artists. Our competitors may also deliver services of equal or superior
quality to our target customers, and achieve greater market acceptance and brand recognition than us.
Moreover, some platform-based artist management companies, such as leading media platforms in
China with artist management business, and some content-based artist management companies, such as
large entertainment content production companies with artist management business, may engage their
own managed artists instead of our managed artists in content production activities. They can leverage
their market influence to arrange commercial activities for their managed artists. As a result, we may
face competition arising from the vertical integration of such media platforms and entertainment
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content production companies. We cannot assure you that we will be able to retain our existing
customers or to attract new ones. Competition is intense and may contribute to a decline in the volume
of our artist management business, which could materially and adversely affect our business and
financial condition.

Our music IP production and operation business and pan-entertainment business face
competition with other operators. Our competitors may reduce fees, increase production capabilities or
develop new concepts and programs to obtain market share. Some of our competitors may have greater
and broader operational experience and longer relationships with customers than we do. We cannot
assure you that we will be able to successfully compete against new or existing competitors and failure
to do so may cause our market share to decline, and adversely affect our business, results of operations,
financial condition and prospects.

We operate in Korea and are subject to risks and conditions specific to the market in Korea,
which could adversely affect our business, financial condition and results of operations.

We operate our artist management business in Korea and intend to expand our operations in
Korea. We face, and expect to continue to face, additional risks in the case of our existing and future
operations in Korea, including:

e political instability, adverse changes in diplomatic relations and unfavorable economic and
business conditions in Korea;

*  more restrictive or otherwise unfavorable government regulation of the entertainment
industries, which could result in increased compliance costs and/or otherwise restrict the
manner in which we provide services and the amount of related fees charged for such
services;

e difficulties in managing operations and adapting to consumer desires due to distance,
language and cultural differences, including issues associated with (i) business practices
and customs that are common in Korea but might be prohibited by PRC law and our
internal policies and procedures, and (ii) management and operational systems and
infrastructures, including internal financial control and reporting systems and functions,
staffing and managing of foreign operations, which we might not be able to do effectively
or cost-efficiently;

* limitations on the enforcement of intellectual property rights;

e limitations on the ability of foreign subsidiaries to repatriate profits or otherwise remit
earnings;

e adverse tax consequences due both to the complexity of operating across multiple tax
regimes as well as changes in, or new interpretations of, international tax treaties and
structures;

»  risks of expropriations of property; and

»  diminished ability to legally enforce our contractual rights in foreign countries.

As we expand our operations in Korea, these risks will be intensified and will have the potential
to have a greater impact on our business and operating results. If the revenue generated by our

operations in Korea is insufficient to cover expenses incurred in connection with the maintenance and
growth of these operations, our business, financial condition and results of operations could be
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materially and adversely affected. In addition, in an effort to make our operations in Korea profitable
over the long term, over a prolonged period, we may make significant additional investments that are
not profitable over the short term, which could adversely affect our business, financial condition and
results of operations at least for such prolonged period.

We are subject to a variety of costs, risks and uncertainties in executing our growth strategies,
such as capturing expansion opportunities in existing and new business initiatives. We may not
be able to successfully execute these growth strategies, which could adversely affect our business,
financial condition and results of operations.

Our business plans and strategies have been formulated based on a number of assumptions and
ongoing successful cooperation with our business partners. There is, however, no assurance that these
business plans and strategies will be successfully implemented in the future. For example, we plan to
invest in businesses that can generate synergy for our artist operation, but we may not be able to
identify a target meeting our criteria. We also plan to further invest in the production and operation of
virtual artists, but there are substantial uncertainties in our plan of use of proceeds, and we cannot
assure you that we will generate profits from such investment in future periods. For more details about
our plan of use of proceeds from the Global Offering, see “Future Plans and Use of Proceeds.”

Our expansion strategies have also placed, and will continue to place, substantial demands on our
managerial, operational, financial and other resources. Factors critical to our success include:

*  our ability to retain and attract popular artists;

e our ability to provide systematical and sustainable training to our trainees;

e our ability to continuously invest in our music IP production and operation and
pan-entertainment business;

e our ability to create synergies among all our businesses;

e our ability to build and improve our brand image;

*  our ability to obtain relevant governmental permits and approvals;

e effective recruiting, training and retention of our management personnel;

*  our ability to develop and improve our existing administrative and operational systems;
and

»  stringent cost controls and working capital management.

The execution of our growth strategies will incur substantial costs and require substantial
resources. In particular, we may fund some of our expansion plans through our internal financial
resources, such as cash flows from operations, and may also seek external equity or debt financings to
implement them. If we seek debt financings for such plans, we may incur interest costs, which may
affect our profit. In addition, we may not be able to manage our current or future operations effectively
and efficiently to compete successfully in our existing markets or the new markets that we enter. We
may also need to adjust our business plans and growth strategies from time to time, which could
involve uncertainties. If our business plans and growth strategies fail to perform as expected, our
business, financial condition and results of operations could be materially and adversely affected.

We may fail to adequately protect our intellectual property rights, which could have a negative
impact on our business, competitive position and prospects.

We operate in an industry that places a premium on creative abilities and artistic talent. Many
of our work products are protected by intellectual property rights, on which we rely to stay competitive
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in the market. The success of our business depends substantially upon our continued ability to use our
copyrights, trade names and trademarks to increase brand awareness and to further develop our brand
and reputation. The unauthorized reproduction of our trade names or trademarks and the unauthorized
release or broadcasting of our copyrighted musical works could diminish the value of our brand and the
relevant work products, competitive advantages or goodwill. Misappropriation or misuse of our
intellectual properties by third parties or unlicensed use of the names or images of our managed artists
and trainees may also harm our reputation.

We rely on a combination of copyrights, trademarks, domain names, trade secrets,
confidentiality procedures and contractual provisions to protect our intellectual property rights.
Nevertheless, these afford only limited protection, and policing unauthorized use of proprietary
information can be difficult and expensive. In addition, the application of laws governing intellectual
property rights in China and abroad is uncertain and evolving and could expose us to substantial risks.
Intellectual property laws in China may not protect intellectual property rights to the same extent as
other countries, and it may be difficult for us to stop the infringement, misappropriation or other
violation of our intellectual property rights. Proceedings to enforce our intellectual property rights
could result in substantial costs and divert our efforts and attention from other aspects of our business.
We may not prevail in any lawsuits that we initiate and the damages or other remedies awarded, if any,
may not be commercially meaningful. Accordingly, our efforts to enforce or protect our intellectual
property rights may be ineffective, which could have a material adverse effect on our business, results
of operations, reputation and prospects.

We depend substantially on the continuing efforts of our senior management and key personnel,
and our business and prospects may be severely disrupted if we lose their services.

Our future success depends on the continual services of our senior management team, in
particular, Ms. Du, our founder and chairlady of the Board, as well as key personnel for our business
operations. If we lose the services of any senior management and key personnel, we may not be able to
locate suitable or qualified replacements or may incur additional expenses to recruit and train new
personnel, which could severely disrupt our business and prospects. In particular, our business relies on
the experience and skills of industry professionals, such as composers and lyricists. If we lose their
services, we may be unable to find suitable replacements at similar costs and terms, and as a result, the
quality of our musical works as well as our ability to develop new musical works may be adversely
affected. In addition, the loss of any of our key employees may adversely impact the perception of us
by our collaborating corporate customers and media platforms. Furthermore, if any of our senior
management and key personnel joins a competitor or forms a competing company, we may lose a
significant number of our customers, which also could have a material adverse effect on our business
and results of operations. Due to the intense demand and competition for talent in our industry, we may
need to offer higher compensation and other benefits in order to attract and retain key personnel in the
future, which could increase our employee benefit expenses. If we fail to recruit sufficient talent to
support the rapid growth of our businesses, we may not be able to maintain our competitiveness in the
market, which could adversely impact our business and results of operations.

We may be accused of infringing upon intellectual property rights of third parties, which could
adversely affect our business, financial condition and results of operations.

We depend to a large extent on our ability to effectively develop and maintain intellectual
property rights relating to our business. Third parties may allege that our business infringes upon or

55



RISK FACTORS

otherwise violates copyrights or other intellectual property rights which they hold, whether with or
without merit. We may become involved in litigations and proceedings relating to allegations of
infringement of intellectual property rights, defamation and violations of rights of third parties. The
validity, enforceability and scope of protection of intellectual property rights, particularly within
China, are still evolving. As we face increasing competition and as litigation becomes a more
commonly pursued method for resolving commercial disputes in China, we face a higher risk of being
the subject of intellectual property infringement claims. Defending against intellectual property claims
is costly and can impose a significant burden on our management and resources. Further, there is no
guarantee that we can obtain favorable final outcomes in all cases. Such intellectual property claims,
even if they are frivolous or do not result in liability, may harm our brand and reputation. Any resulting
liability or expenses, or changes required to our programs or services to reduce the risk of future
liability, may have a material adverse effect on our business, results of operations and prospects.

We rely on our suppliers and third-party service providers in the development, production and
promotion of our musical works as well as the movies, drama series and variety programs our
managed artists perform in. Our failure to retain the services of suppliers and such service
providers, unsatisfying services provided by them or even any negative news about them in the
future may materially and adversely affect our business and results of operations.

We rely on our suppliers and third-party service providers in the development, production and
promotion of our musical works as well as the movies, drama series and variety programs our managed
artists perform in, mainly including artists, composers, lyricists, and promotion agencies. During the
Track Record Period, our purchases of services attributable to the five largest suppliers were
RMBI152.1 million, RMB229.5 million, RMB424.6 million and RMB270.0 million in 2019, 2020 and
2021 and the nine months ended September 30, 2022, respectively, accounting for approximately
43.3%, 53.6%, 61.6% and 59.8% of our total purchases for the same periods, respectively. There can
be no assurance that they will continue to work with us on acceptable terms or at all, or that the costs
associated with attracting alternative talent and/or third-party service providers will be reasonable. Due
to the intense demand and competition for talent in the entertainment industry, we cannot assure you
that we will be able to acquire suitable quality talent for each of our musical works or each of the
movies, drama series and variety programs our managed artists perform in. If we fail to acquire and
retain highly qualified professionals on favorable terms, our revenue and profitability could be
adversely affected. Any failure by our third-party service providers to perform their obligations under
the relevant agreements, to comply with the applicable laws and regulations and industry standards, or
to satisfy our specific requirements and expectations, may have an adverse and material impact on our
business, financial condition and results of operations.

Inability to renew or obtain our qualifications, licenses and permits could materially affect our
business, financial condition and results of operations.

We are required to obtain a number of qualifications, licenses and permits for our business in
the PRC, especially in relation to our artist management business. The State Council promulgated the
Regulation on the Administration of Commercial Performances (Revised in 2020) ( <& M A HE
WA51(20204-15%T)) ) (the “Regulation”) on July 7, 2005, which was last amended on November 29,
2020. Moreover, Ministry of Culture and Tourism issued the Measures for the Administration of
Performance Brokers ( € &840 A BB HHHE) ) (the “Administration Measures”) on December 13,
2021, which came into effect on March 1, 2022. Pursuant to the Regulation and the Administration
Measures, there shall be three or more full-time performance brokerage personnel who hold the
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Performance Brokerage Qualification Certificate and funds sufficient for the agency’s business and the
application should be filed with and approved by the culture administrative department of the
government of the province, autonomous region or municipality directly under the central government.
A Hong Kong investor may legally form a performance brokerage institution within China, but such a
performance brokerage institution that applies for engaging in commercial performance brokerage
activities is required to file an application with the culture administrative department of the government
of the province, autonomous region or municipality directly under the central government. If the
application is approved, a Commercial Performance License will be granted to such foreign-funded
performance brokerage institution. We are required by the relevant regulations to obtain and renew our
Commercial Performance License for our artist management business, and our artist managers need to
hold the Performance Brokerage Qualification Certificate to provide services to our managed artists. In
addition, in accordance with the requirements under applicable PRC laws and regulations, we have
obtained the Commercial Performance License for our operations. If any of our qualifications, licenses
or permits are revoked due to our violation of applicable laws, regulations and rules, or if we fail to
renew any of the qualifications, licenses and permits necessary for our business upon their expiration,
we may not be able to engage in artist management business and our business and results of operations
will be materially and adversely affected.

The global COVID-19 pandemic has had, and is likely to continue to have, a material negative
impact on our business, financial condition and results of operations.

An outbreak of a novel strain of coronavirus, COVID-19, in late 2019 subsequently became a
pandemic after spreading globally, including China and Korea. In response, governments have
implemented, among other measures, restrictions on mobility and travel and cancellation of public
activities, to control the spread of the virus. Although the lock down and various social distancing
initiatives adopted by governments during the outbreak of COVID-19 have caused people to turn to
online social and entertainment activities in lieu of physical gatherings, these measures have led to
reduced business activities in general.

Accordingly, we took a series of measures in response to the outbreak to protect our employees,
including remote working arrangements for our employees, and travel restrictions or suspension. We
did not suspend our operations during the COVID-19 pandemic, but arranged our employees to work
from home for approximately two weeks in February 2020. These measures temporarily reduced the
capacity and efficiency of our operations. We also provided our employees with protective equipment
immediately after the outbreak, which had increased and may continue to increase our operations and
support costs. If our employees or managed artists contract the COVID-19 or any other epidemic
disease, our offices may have to be shut down for disinfection, or our managed artists’ engagement in
commercial activities or entertainment content production may be delayed or canceled.

While the COVID-19 pandemic did not materially adversely affect our financial results and
business operations in 2020 and 2021, it did adversely impact our managed artists’ engagement in
offline activities in 2020 and 2021. The offline shooting and filming of some movies, drama series and
variety programs in which our managed artists participated was delayed. Some of our customers
canceled their offline promotion events, leading to a decreased demand for our managed artists’ in-
person performances and services.
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Recently, there has been an increasing number of COVID-19 cases around the world due to the
Omicron variants. The regional outbreaks of COVID-19 in various parts of China since January 2022
have adversely impacted our managed artists’ engagement in offline activities and led to a relatively
lower demand for the performing services of our managed artists, which has adversely impacted our
ability to pursue new business opportunities for our managed artists. For more details, see
“Summary—Impact of COVID-19” and “Financial Information—Impact of COVID-19.” Our
Directors believe that the COVID-19 pandemic will have a temporary impact on our business, results
of operations and financial condition, particularly if the pandemic continues for an extended period or
worsens in China. Due to the uncertainties associated with the recurrence of COVID-19 variants, we
may continue to experience delay in receipt of payments from customer or revenue recognition, and
have difficulty in securing more new contracts generating revenue for our managed contracts.

The general concerns and uncertainties about the pandemic and the economy and the overall
weakening consumer sentiment may negatively affect our business. We cannot reasonably estimate the
ultimate impact and duration of the COVID-19 pandemic, including the extent of any adverse impacts
on our business, results of operations and financial condition as these depend on rapidly evolving
developments, which are highly uncertain and will be a function of factors beyond our control.

Confidentiality agreements with employees and others may not adequately prevent disclosure of
trade secrets and other proprietary information.

We have devoted substantial resources to protect our trade secrets and other proprietary
information. We rely significantly on confidentiality provisions in the agreements with our employees
and third parties. These agreements may not effectively prevent disclosure of confidential information
and may not provide an adequate remedy in the event of unauthorized disclosure of confidential
information. In addition, others may independently discover trade secrets and proprietary information,
frustrating our ability to assert any trade secret rights against such parties. Costly and time-consuming
litigation could be necessary to enforce and determine the scope of our proprietary rights, and failure to
obtain or maintain trade secret protection may materially and adversely affect our competitive position.

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

During the Track Record Period, our revenue increased from RMB631.4 million in 2019 to
RMB922.0 million in 2020, and further increased to RMB1,290.4 million in 2021, at a CAGR of
43.0% between 2019 and 2021. Our profit for the year increased from RMB119.3 million in 2019 to
RMB291.9 million in 2020, and further increased to RMB335.3 million in 2021, at a CAGR of 67.6%
between 2019 and 2021. Such increases reflected our continuous business growth and expansion in
2019, 2020 and 2021. Our revenue decreased by 15.9% from RMB895.1 million in the same period of
2021 to RMB752.6 million in the nine months ended September 30, 2022 due to the impact of the
COVID-19 pandemic. Our profit for the period increased substantially from RMB236.7 million in the
same period of 2021 to RMB1,344.7 million in the nine months ended September 30, 2022, primarily
because we recorded fair value gains of convertible preferred shares of RMB1,204.0 million in the nine
months ended September 30, 2022 as a result of the change in valuation of our convertible preferred
shares. For more details, see “Financial Information—Period to Period Comparison of Results of
Operations.” Our financial condition and results of operations may fluctuate due to a number of other
factors, many of which are beyond our control, including but not limited to:

e industry trends and regulatory environment;

*  our ability to retain and attract customers for artist management business;
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*  our relationship with our managed artists; and

*  our revenue sharing for artist management business as a component of our cost of revenue,
which directly affects our retained portion of revenue.

We may not maintain our past growth rates in future periods, and we may not sustain
profitability in the future. Our historical results, growth rates and profitability may not be indicative of
our future performance. Our Shares could be subject to significant price volatility should our earnings
fail to meet the expectations of the investment.

Our business currently benefits from certain PRC government incentives and preferential tax
treatment. Failure to obtain government grants or preferential tax treatment that may be
available to us, or the future discontinuation, reduction or delay of any of the government grants
or preferential tax treatment we currently enjoy could adversely affect our business, financial
condition, results of operations and prospects.

During the Track Record Period, we received various government grants from local
government authorities to reward our support for the development of local economies. Such
government grants amounted to RMB2.8 million, RMB4.7 million, RMB14.3 million and RMB0.3
million in 2019, 2020 and 2021 and the nine months ended September 30, 2022, respectively. During
the Track Record Period, we also received certain preferential tax treatment. Although we do not rely
on government grants and preferential tax treatment in operating our businesses, our results of
operations could be affected by the changes in such government grants and preferential tax treatment.
The government grants and preferential tax treatment are non-recurring in nature, and the
governmental authorities may decide to reduce or cancel such government grants or preferential tax
treatment at any time. The discontinuation, reduction or delay of these government grants or
preferential tax treatment could adversely affect our business, financial condition, results of operations
and prospects. In addition, we may not be able to successfully or timely obtain the government grants
or preferential tax treatment that may become available to us in the future, and such failure could
adversely affect our business, financial condition, results of operations and prospects.

We may need additional capital for our operations and we may not be able to obtain it on
acceptable terms or at all, which could adversely affect our liquidity and financial condition.

The operation of our businesses requires significant capital investment. Historically, we have
financed our business activities in part through (i) cash generated from our operations and (ii) bank and
other borrowings. As of October 31, 2022, we had cash and cash equivalents of RMB442.1 million and
borrowings of RMB61.0 million. If our current sources are insufficient to satisfy our cash
requirements, we may seek additional debt or equity financing or obtain a credit facility. The issuance
of additional equity securities or convertible debt securities could result in dilution to our shareholders.
The incurrence of indebtedness could result in increased debt service obligations, increased finance
costs and operating and financing covenants that would restrict our operations and liquidity and
negatively impact our financial performance.

Our ability to obtain additional capital on acceptable terms is subject to a variety of risks and
uncertainties, including:

. investors’ perception of, and demand for, our securities;

»  prevailing conditions of the capital markets in which we seek to raise funds;

*  our financial performance and gearing ratio;
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. our future results of operations, financial condition and cash flows;
*  PRC governmental regulation of the entertainment industry in China;
*  PRC governmental policies relating to foreign currency; and

*  economic, political and other conditions in China.

Any failure by us to raise additional funds that are necessary for our operations on terms
favorable to us could have a material adverse effect on our liquidity and financial condition.

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

Our cash flows and profitability are subject to the timely settlement of payments by our
customers. During the Track Record Period, our customers primarily include (i) domestic and
international brands, (ii) media platforms and content producers, and (iii) music service providers. We
normally allow a payment term within 30 days to our customers upon their receipt of invoice. In
practice, however, collection period for certain customers may be longer than the payment term
stipulated in our agreements, due to these customers’ strict budget management and internal approval
procedures.

We cannot assure you that we will be able to collect our trade receivables on time pursuant to
the agreed payment schedule. Our customers may delay or even default in their payment obligation. As
a result, we may not be able to receive such customers’ payment in full, or at all, and we may need to
make provisions for trade receivables. We had allowance for impairment on trade receivables of
RMB5.7 million, RMB14.2 million, RMB17.0 million and RMB21.2 million as of December 31, 2019,
2020 and 2021 and September 30, 2022, respectively. Although we have initiated proactive and
periodic communications with our customers for payments, such measures may not be adequate to
safeguard against material credit risks nor to guarantee that our customers will settle payment when it
comes due. The occurrence of such event would materially and adversely affect our financial condition
and results of operations.

We may be exposed to risks associated with our prepayments and other receivables.

Our prepayments and other receivables consist primarily of (i) deferred listing expenses,
(i1) prepayments for acquisitions of property, plant and equipment, (iii) loans to third parties and a
related party, (iv) other tax recoverables, and (v) rental and other deposits. As of December 31, 2019,
2020 and 2021 and September 30, 2022, the balance of our current and non-current prepayments and
other receivables was RMB20.3 million, RMB29.9 million, RMB50.9 million and RMB27.9 million,
respectively. We cannot assure you that we will be able to request the refund of prepayments if
relevant parties delay or default in performing their obligations, or collect other receivables on time
pursuant to the agreed payment schedule. The time frame and method for the refund may not be
specified, and there may not be a mechanism in place to ensure that the refund will be made on a
timely basis. Moreover, we may not be able to receive relevant parties’ payments in full, or at all. As a
result, we may need to make provisions for prepayments and other receivables. The occurrence of such
event may materially and adversely affect our financial condition and results of operations.
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The share of profits or losses of our associates may affect our investment accounted for using the
equity method and our financial condition and results of operations.

Our share of losses of investment accounted for using the equity method is primarily related to
our equity investment in our associates. As of September 30, 2022, the associates in which our
investment accounted for using the equity method included (i) Zhejiang Shengtenghui Brand
Management Co., Ltd. (WriLEEH 5 e A FRA A, (ii) Starsugar (Beijing) Technology Co., Ltd.
(RSP BH A R ZA /), (iii) Hangzhou Agile Groups Network Technology Co., Ltd. (/M
MEEPHEABR/AR), (iv) Candy (Shanghai) Cosmetics Co., Ltd. (HFF( L)kt fh A RA F),
(v) Beijing Wuyin Digital Technology Co., Ltd. (AtxE&EFRHL AR AF]) and (vi) Hangzhou
Xiaoguoyuan Network Information Technology Co., Ltd. (FiM/NEICAAE EHMTARAF). For
details, see Note 19 to the Accountant’s Report in Appendix I to this prospectus. Our share of losses of
investment accounted for using the equity method in 2019, 2020 and 2021 and the nine months ended
September 30, 2022 amounted to RMB9.2 million, RMB2.7 million, RMB6.6 million and RMBI1.8
million, respectively. If the performance of the associates deteriorates, the amount of our share of
results of associates may decrease, and we may record share of losses of investments in associates,
which may adversely affect our financial condition and results of operations. In addition, our
investments in associates are subject to liquidity risk. Our investments in associates are not as liquid as
other investment products. If no dividend is declared by the associates we have investments in, even if
profits are reported under the equity method, there is no cash flow until dividends from the associates
are received. The illiquidity nature of our investment in such associates may significantly limit our
ability to respond to adverse changes in the performance of such associates, which may also materially
and adversely affect our financial condition and results of operations.

We are exposed to risks associated with our investment in wealth management products.

We invested in substantial amounts of wealth management products during the Track Record
Period. Our investments in wealth management products amounted to RMB0.9 million, RMB194.4
million, RMB446.3 million and RMB290.2 million as of December 31, 2019, 2020 and 2021 and
September 30, 2022, respectively. In 2019, 2020 and 2021 and the nine months ended September 30,
2022, fair value gains from wealth management products amounted to RMBI12.1 million,
RMB14.0 million, RMB20.9 million and RMB10.0 million, respectively. In 2019, 2020 and 2021 and
the nine months ended September 30, 2022, the net realized gains of wealth management products
amounted to RMBI12.1 million, RMBI12.6 million, RMB19.6 million and RMBS.7 million,
respectively, and the unrealized gains of wealth management products amounted to RMB2,000,
RMBI1.4 million, RMB1.3 million and RMBI1.2 million, respectively. Fair value of our wealth
management products is estimated by using valuation techniques and on the basis of market observable
and unobservable inputs. The use of unobservable inputs renders valuation uncertain, as changes of
unobservable inputs such as expected return rate may change the fair value of wealth management
products we purchased. The significant fluctuation of our wealth management products may continue
to affect our results of operations in the future. We cannot assure you that market conditions and
regulatory environment will result in fair value gains, or that we will not incur any losses from fair
value changes on our financial assets at fair value through profit or loss in the future. If we incur such
losses from fair value changes, our results of operations, financial condition and prospects may be
adversely affected.
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We are exposed to risks associated with our investments in unlisted equity securities.

We invested in certain privately owned companies during the Track Record Period. Our
investments in unlisted equity securities amounted to nil, RMBO0.8 million, RMB2.8 million and
RMB31.5 million as of December 31, 2019, 2020 and 2021 and September 30, 2022, respectively. For
more details about the fluctuations of our investment in unlisted equity securities, see “Financial
Information —Discussion of Selected Items from the Consolidated Statements of Financial Position—
Assets—Financial Assets at Fair Value Through Profit or Loss.” The fair value of our investments in
unlisted equity securities has been determined by using applicable valuation techniques on the basis of
market observable and unobservable inputs, as these instruments are not traded in an active market.
Any changes in the estimates and assumptions may lead to different valuation results and, in turn,
changes in the fair value of our investments in unlisted equity securities. For details about fair value
estimation, see Note 3.3 to the Appendix I in this prospectus. These valuation uncertainties may
materially affect our financial condition and results of operations. We expect continued fluctuation in
the fair value of our financial assets at fair value through profit or loss after September 30, 2022.

We are exposed to risks associated with our cooperation with, investments in or acquisition of
companies that operate virtual artists.

We collaborated with a business partner to develop A-SOUL since June 2020, a virtual artist
group, which debuted in 2020. Pursuant to agreements with this business partner, the business partner
and its affiliate would have the exclusive right to operate and carry out commercial development for A-
SOUL starting from 2022. We are entitled to receive a portion of the revenue generated from A-SOUL
based on an agreed-upon ratio. We also invested in a virtual artist company which launched Quantum
Youth, a virtual artist group which debuted in December 2021. For more details, see “Business—Our
Business—Pan-entertainment Business—Virtual Artists.” Moreover, we plan to continue to invest in
or acquire companies that operate virtual artists. There may be human actors behind these virtual
members, whose movements, sounds and expressions are reflected on the virtual artists by using
motion capture technology or software. Any disputes between the companies that operate virtual artists
and the human actors behind the virtual artists, or departure of human actors behind the virtual artists,
may cause a disruption to these companies’ operations of the virtual artists and a reduction in the
revenue generated from the operation of virtual artists, which in turn may result in changes in the value
of our cooperation, investments or acquisition. Any of the above circumstances may adversely affect
our brand, business, financial condition and results of operations.

Changes in the fair value of the investments in movies, drama series and variety programs and
related valuation uncertainty may affect our financial condition and results of operations.

As of December 31, 2019, 2020 and 2021, our investments in movies, drama series and variety
programs amounted to RMB79.1 million, RMB20.3 million and RMB1.8 million, respectively. In
2019, 2020 and 2021, we recorded fair value losses from our investments in movies, drama series and
variety programs of RMB54.9 million, RMB31.7 million and RMB33.7 million, respectively. Since the
dismantlement of our contractual arrangements in respect of Horgos Yuehua on March 4, 2022, we
have had no investments in movies, drama series and variety programs. As a result, no fair value gains
or losses from the investments in movies, drama series and variety programs have been recorded since
then.

We do not intend to produce movies, drama series or variety programs in the future, nor do we
intend to invest in movies, drama series and variety programs in foreseeable future. However, if we
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decide to invest in movies, drama series or variety programs in the long run, we may be exposed to
risks associated with such investments in movies, drama series and variety programs. The fair value of
movies, drama series and variety programs is generally estimated using the discounted cash flow
method and based on market observable and unobservable inputs. The valuation may involve a
significant degree of judgement and assumptions which are inherently uncertain. Any changes in the
estimates and assumptions may lead to different valuation results and, in turn, changes in the fair value
of the investments in movies, drama series and variety programs. For details about fair value
estimation of the investments in movies, drama series and variety programs, see “Financial Information
—Discussion of Selected Items from the Consolidated Statements of Financial Position—Assets—
Financial Assets at Fair Value Through Profit or Loss” and Note 3.3 to the Appendix I in this
prospectus. In addition, factors beyond our control, such as general economic conditions and regulatory
environment, can significantly influence and cause adverse changes to the estimates and thereby affect
the fair value. These valuation uncertainties may materially affect our financial condition and results of
operations.

We may not be able to fulfill our obligation in respect of contract liabilities which could
adversely affect our financial condition, results of operations and prospects.

Our contract liabilities mainly represent non-refundable advanced payments received from the
customers for services that have not yet been delivered. We had contract liabilities of RMB103.2
million, RMB202.2 million, RMB240.1 million and RMB197.8 million as of December 31, 2019, 2020
and 2021 and September 30, 2022, respectively. We recognize contract liabilities as revenue once our
obligations have been performed under the relevant contracts. If we have difficulty or fail to perform
our obligations under contracts with our customers, we may need to refund a portion or all of our
contract liabilities not yet recognized as revenue to our customers, which could expose us to the risk of
shortfalls in liquidity and adversely affect our relationships with customers. Such events may have a
material adverse effect on our financial condition, results of operations and prospects.

We may grant share incentives under our Share Incentive Plan or issue additional Shares to key
personnel, which may cause shareholding dilution to our existing Shareholders, result in
increased share-based compensation expenses and negatively impact our results of operations.

We believe the granting of share-based compensation is of significant importance to our ability
to attract and retain key personnel. We adopted the Share Incentive Plan on December 10, 2021. The
maximum aggregate number of Shares which may be granted under the Share Incentive Plan is
5,790,000 Shares. The principal terms of the Share Incentive Plan are set out in the section headed
“Statutory and General Information—D. Share Incentive Plan” in Appendix V to this prospectus. As of
the Latest Practicable Date, an aggregate of 5,790,000 outstanding RSUs in respect of all 5,790,000
Shares available under the Share Incentive Plan had been granted. In 2019, 2020 and 2021 and the nine
months ended September 30, 2022, we incurred equity settled share-based payments of nil, nil,
RMB2.1 million and RMB66.2 million. To further incentivize our employees to contribute to us, we
may grant other 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. As a
result, our expenses associated with share-based compensation may increase substantially. Such share-
based compensation expenses will be recorded in our financial statements and may have an adverse
effect on our results of operations.
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The fair value measurement of our convertible preferred shares is subject to uncertainties and
risks, and changes in fair value may affect our financial performance.

Our Company issued Series A-1, A-2 and A-3 convertible preferred shares to certain
shareholders on January 28, 2022. For details, see “History, Reorganization and Corporate Structure—
Reorganization.” Following such issuance, these convertible preferred shares were recognized as
financial liabilities at fair value through profit or loss. We recorded an increase in the fair value
changes of convertible preferred shares of approximately RMB1,204.0 million in the nine months
ended September 30, 2022. We applied the discounted cash flow method to determine the underlying
equity value of us and adopted the option-pricing method and equity allocation model to determine the
fair value of the convertible preferred shares. The valuation of the fair value of convertible preferred
shares requires us to make significant estimates, which may be subject to material changes, and
therefore inherently involves a certain degree of uncertainty. Factors beyond our control can
significantly influence and cause adverse changes to the estimates we use and thereby affect the fair
value of such convertible preferred shares and therefore may cause our estimates to vary from actual
results. These valuation uncertainties may lead to fluctuations in the fair value of such convertible
preferred shares, which could adversely affect our results of operations and financial condition.

We recorded net liabilities as of December 31, 2020 and September 30, 2022, which we may
experience in the future.

We recorded net liabilities, representing the equity holder’s deficit, of RMB13.5 million as of
December 31, 2020, primarily due to the redemption liabilities we recorded for shareholders’
preferential rights pursuant to a shareholders’ agreement dated November 16, 2020. For details, see
“History, Reorganization and Corporate Structure—Pre-IPO Investments.” The redemption liabilities
were derecognized as of January 28, 2022, and relevant convertible preferred shares were recognized
as financial liabilities measured at fair value through profit or loss. As a result, we recorded net
liabilities of RMB545.9 million as of September 30, 2022. All of our convertible preferred shares will
be reclassified from liabilities to equity as a result of automatic conversion into our ordinary shares
upon the Global Offering. Therefore, we do not expect to recognize any further loss or gain on fair
value changes from the convertible preferred shares after the Global Offering. We however cannot
assure you that we will not record net liabilities in the future. Net liabilities position can expose us to
the risk of shortfalls in liquidity. This in turn would require us to undertake additional equity financing,
which could result in dilution of your equity interests. Any difficulty or failure to meet our liquidity
needs as and when needed can have a material adverse effect on our prospects.

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

As of December 31, 2019, 2020, and 2021 and September 30, 2022, we had intangible assets of
RMB9.5 million, RMB7.7 million, RMB5.8 million and RMB4.5 million, respectively, which
primarily consisted of software and music copyrights. We have and will continue to incur amortization
expenses as we amortize intangible assets with finite useful lives over their estimated useful life on a
straight-line basis. Our determination on whether intangible assets are impaired requires an estimation
on recoverable amount of the intangible assets, which is based on a number of assumptions made by
our management. If any of these assumptions does not materialize, or if the performance of our
business is not consistent with such assumptions, the carrying amount of the intangible assets may
exceed its recoverable amount, our intangible assets may be impaired. As a result, we may be required
to have a write-off of our intangible assets and record an impairment loss. The impairment of
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intangible assets could have an adverse effect on our business, financial condition and results of
operations. For more information regarding our impairment policy in relation to intangible assets, see
Note 2.9 to the Accountant’s Report in Appendix I to this prospectus.

Pandemics and epidemics, natural disasters, terrorist activities, political unrest, and other force
majeure may disrupt our artists, production, delivery, and operations, which could materially
and adversely affect our business, financial condition, results of operations and prospects.

In recent years, there have been outbreaks of epidemics globally. In addition to the impact of
COVID-19 as described above, our business could be materially and adversely affected by natural
disasters, such as snowstorms, earthquakes, fires or floods, the outbreaks of other widespread health
epidemics, such as swine flu, avian influenza, severe acute respiratory syndrome, Ebola, or Zika or
other events, such as wars, acts of terrorism, environmental accidents, power shortage or
communication interruptions. The occurrence of such a disaster or prolonged outbreak of an epidemic
illness or other adverse public health developments in the countries and regions we operate in could
materially disrupt our business and operations. Such events could also significantly affect our industry
and cause a temporary closure of the facilities we use for our operations, which would disrupt our
operations and have an adverse effect on our business, financial condition, results of operations and
prospects. Our operations could be disrupted if any of our employees were suspected of having any of
the epidemic illnesses, since this could require us to quarantine some or all of such employees or
disinfect the facilities used for our operations. In addition, our revenue and profitability could be
materially reduced to the extent that a natural disaster, health epidemic or other outbreak harms the
Chinese or global economy in general. Our operations could also be severely disrupted if our
customers, suppliers or other participants were affected by such natural disasters, health epidemics or
other outbreaks.

We may collect, store, transmit and dispose certain personal data in our business operations,
which subjects us to complex and evolving regulations and oversight related to data security.

When we conduct our artist management business, we may collect, store, transmit and dispose
certain data of our managed artists, our trainees and applicants who applied to participate in our trainee
auditions, which could include personal information such as names, ID card information, contact
addresses, telephone numbers and email addresses. We face risks inherent in protecting the security of
such data, including: (i) protecting the data against misappropriation by outside parties or fraudulent
behavior by our employees; (ii) addressing concerns related to privacy and sharing, safety, security and
other factors; and (iii) complying with applicable laws, rules and regulations relating to the collection,
storage, use, processing, transmission, disclosure or security of personal information and other data,
including any requests from regulatory and government authorities relating to such data. The laws and
regulations on data privacy and security are still evolving. On June 10, 2021, the SCNPC promulgated
the Data Security Law of the PRC (H# A\ RILHFERHHE L4 1:), which came into effect on
September 1, 2021. The Data Security Law imposes certain data security and privacy obligations on
entities and individuals carrying out data activities, like us, and prohibit any PRC individual and entity
from providing data stored within the PRC for foreign judicial or law enforcement authorities without
approval by competent authorities in the PRC. Further, the Personal Information Protection Law (il A
B R7#7L) was passed by SCNPC on August 20, 2021 and came into effect on November 1, 2021.
For details, see “Regulation—Laws and Regulations in Relation to Our Business in the PRC—
Regulations Relating to Personal Information Protection.”
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We cannot assure you that we comply with the laws and regulations regarding the protection of
personal information at all times. There also may be a risk of leakage of such personal information we
collected. Any leakage of personal data of our managed artists, our trainees and applicants who applied
to participate in our trainee auditions could harm our reputation and brands and, consequently, our
business, in addition to exposing us to potential legal liability. For details, see “Business—Data
Privacy and Security.” However, we cannot guarantee the effectiveness of these measures in all
circumstances. Any failure, or perceived failure, by us to comply with any regulatory requirements or
laws, rules and regulations on data protection and privacy could result in proceedings or actions against
us by governmental entities or others. These proceedings or actions may subject us to significant
penalties and negative publicity, require us to change our business practices, increase our costs and
severely disrupt our business.

Our risk management and internal control systems may not fully protect us against various risks
inherent in our business.

We have established risk management and internal control systems consisting of the relevant
organizational framework policies, risk management policies and risk control procedures to manage
our risk exposures, primarily our operational, legal and financial risks. However, we may not be
successful in implementing our risk management and internal control systems. While we seek to
continue to enhance such systems from time to time, we cannot assure you that our risk management
and internal control systems are adequate or effective notwithstanding our efforts, and any failure to
address any potential risks and internal control deficiencies could materially and adversely affect our
business, financial condition and results of operations.

Since our risk management and internal control systems depend on their implementation by our
employees, we cannot assure you that all of our employees will adhere to such policies and procedures,
and the implementation of such policies and procedures may involve human errors or mistakes.
Moreover, our growth and expansion may affect our ability to implement stringent risk management
and internal control policies and procedures as our business evolves. If we fail to timely adopt,
implement and modify, as applicable, our risk management and internal control policies and
procedures, our business, financial condition and results of operations could be materially and
adversely affected.

Any non-compliance with anti-bribery and anti-corruption laws and other forms of illegal acts
and misconduct by our employees, our managed artists or our business partners may materially
and adversely affect our business, reputation, results of operations and financial condition.

We are subject to anti-bribery, anti-corruption and other relevant laws and regulations in China
and certain overseas jurisdictions. While we have adopted and implemented internal controls and
procedures to monitor both internal and external compliance with such laws and regulations, we cannot
guarantee that such internal controls and procedures will always be effective in preventing
non-compliance and exculpating us from penalties or liabilities that may be imposed by relevant
government authorities due to violations committed by our employees, our managed artists or our
business partners. If our employees or our managed artists are found or alleged to have violated anti-
bribery or anti-corruption laws and regulations, we may face or be involved in fines, lawsuits and
damage to our reputation, which could have a material adverse effect on our business, financial
condition and results of operations.
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Our limited insurance coverage could expose us to significant costs and business disruption. Any
uninsured occurrence of business disruption, material litigation or natural disaster could expose
us to significant costs, which could have an adverse effect on our results of operations.

We maintain certain insurance policies to safeguard against various risks and unexpected
events associated with our business and operations, including insurance on some company-owned
vehicles in both China and Korea as well as property insurance covering our proprietary land and
office building in Korea. We also provide social security insurance as required by relevant rules and
regulation in China and Korea, including general care and work-related injury insurance, for our
employees. While we believe our insurance practice is in line with industry standards, our insurance
coverage is limited. For example, we do not maintain business interruption insurance or litigation
insurance. Any uninsured occurrence of business disruption, material litigation or natural disaster, or
significant damages to our uninsured equipment or facilities could have a material and adverse effect
on our results of operations. Our current insurance coverage may not be sufficient to prevent us from
any loss and there is no certainty that we will be able to successfully claim our losses under our current
insurance policy on a timely basis, or at all. If we incur any loss that is not covered by our insurance
policies, or if the compensated amount is significantly less than our actual loss, our business, financial
condition, results of operations and prospects could be materially and adversely affected.

We may be involved in legal disputes or proceedings in the ordinary course of our business from
time to time and may be exposed to significant liabilities as a result.

From time to time, we get involved in legal disputes and are subject to legal proceedings and claims
in the ordinary course of business. If the results of the legal disputes or proceedings are unfavorable to us or
if we are unable to successfully defend against third-party lawsuits, we may be required to pay monetary
damages or may be subject to fines, penalties, injunctions or other censure that could have a material
adverse effect on our reputation, business, financial condition and results of operations. Even if we
adequately address the issues raised by a proceeding or successfully defend a third-party lawsuit or
counterclaim, we may have to devote significant financial and management resources to address these
issues, which could harm our business, financial condition and results of operations.

Failure to pay the social insurance premium and housing provident funds for and on behalf of
our employees in accordance with the relevant PRC laws and regulations may have an adverse
impact on our financial condition and results of operation.

Pursuant to the PRC laws and regulations, we are required to participate in the employee social
welfare plan administered by local governments. Such plan consists of pension insurance, medical
insurance, work-related injury insurance, maternity insurance, unemployment insurance and housing
provident fund. The amount we are required to contribute for each of our employees under such plan
should be calculated based on the employee’s actual salary level of previous year, and be subject to a
minimum and maximum level as from time to time prescribed by local authorities. During the Track
Record Period, we did not make full contributions to social insurance and housing provident fund for
our employees of certain subsidiaries. Besides, some of our subsidiaries engaged qualified third-party
human resources agencies to pay social insurance and housing provident funds for certain of our
employees, which is not completely compliant with the applicable PRC laws and regulations. As of the
Latest Practicable Date, we had terminated the arrangements with these third-party human resources
agencies. We currently make contributions to social insurance and housing provident funds directly for
all of our employees. For more details, see “Business—Compliance and Litigation—Social Insurance
and Housing Provident Funds.”
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Pursuant to relevant PRC laws and regulations, the under-contribution of social insurance
within a prescribed period may subject us to a daily overdue charge of 0.05% of the delayed payment
amount. If such payment is not made within the stipulated period, the competent authority may further
impose a fine of one to three times of the overdue amount. Pursuant to the relevant PRC laws and
regulations, if there is any failure to pay the full amount of housing provident fund as required, the
housing provident fund management center may require payment of the outstanding amount within a
prescribed period. If the payment is not made within such time limit, an application may be made to the
PRC courts for compulsory enforcement. We cannot assure you that the competent authority will not
require us to rectify any non-compliance by making contribution of unpaid social insurance premium
and housing provident fund or impose fine or penalty related thereto.

We may face penalties for the non-registration of our lease agreements in China.

As of the Latest Practicable Date, the lease agreements with respect to seven properties we
leased in the PRC for our business operations had not been registered or filed with the relevant PRC
government authorities. As advised by our PRC Legal Advisor, failure to register such lease
agreements with the relevant PRC government authorities does not affect the validity and
enforceability of the relevant lease agreements but the relevant PRC government authorities may order
us or the lessors to, within a prescribed time limit, register the lease agreements. Failure to do so with
the time limit may subject us to a fine ranging from RMB1,000 to RMB10,000 for each non-registered
lease agreements. For details, see “Business—Properties—Leased Properties.” During the Track
Record Period and up to the Latest Practicable Date, we had not received any such request or suffered
any such fine from the relevant PRC government authorities. We cannot assure you that our lessors
will cooperate with us to register such leases due to factors beyond our control or our use of the
relevant properties will not be further challenged in the future. Any of these may have an adverse effect
on our business, financial condition, results of operation and prospects.

RISKS RELATING TO DOING BUSINESS IN THE PRC

Uncertainties or prolonged adversity in global or China’s economic, political and social
conditions or government policies could adversely affect our business and prospects.

Our results of operations have been, and are expected to continue to be, impacted to a
significant extent by economic, political, and social conditions in China and globally, as well as
economic conditions specific to discretionary consumer and corporate spending. The economic
conditions in China are sensitive to global economic conditions. The global financial markets have
experienced significant disturbances since 2008 and the United States, Europe and other economies
have experienced periods of recession. The global macroeconomic environment is facing new
challenges and there is considerable uncertainty and risk over the long-term effect of the expansionary
monetary and fiscal policies adopted by the central banks and financial authorities of some of the
world’s leading economies. Additionally, constant changes in global trade practices and foreign
policies, such as trade protectionism and ongoing trade disputes, including tariff actions announced by
the United States, the PRC and certain other countries, may further affect the PRC economy as well as
the global markets. Moreover, regional political and trade tensions could reduce levels of investments,
trades and other economic activities, which would have a material adverse effect on global economic
conditions and the stability of global financial markets. There have also been concerns about the
economic effect of the military conflicts and political turmoil or social instability in the Middle East,
Europe, Africa and other places. The global economy, markets and levels of consumer spending are
influenced by many factors beyond our control, including consumer perception of current and future
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economic conditions, political uncertainty, levels of employment, inflation or deflation, real disposable
income, interest rates, taxation and currency exchange rates. Any severe or prolonged slowdown in the
global economy may adversely affect the Chinese economy which in turn may adversely affect our
business and operating results.

While the Chinese economy has experienced significant growth over the past decades, growth
has been uneven, both geographically and among various sectors of the economy. The growth rate of
the Chinese economy has gradually slowed since 2010, and the impact of COVID-19 on the global and
Chinese economy in 2020 is likely to be severe. An economic downturn, whether actual or perceived, a
further decrease in economic growth rates, or an otherwise uncertain economic outlook in China or any
other market in which we may operate could have a material and adverse effect on our business,
financial condition, results of operations, and prospects.

Fluctuations in the value of the Renminbi and other currencies may have a material and adverse
impact on our results of operations and other comprehensive income or loss, as well as the value
of your investment.

During the Track Record Period, a majority of our revenue and expenditures were denominated
in Renminbi, while the net proceeds from the Global Offering will be received in Hong Kong dollars.
Fluctuations in the exchange rate between the Renminbi and the Hong Kong dollar will affect the
relative purchasing power in Renminbi terms of the proceeds from the Global Offering. Fluctuations in
the exchange rate may also cause us to incur foreign exchange losses and affect the relative value of
any dividend issued by our Group. In addition, appreciation or depreciation in the value of the
Renminbi relative to the Hong Kong dollar, Korean Won or U.S. dollar would affect our financial
results in Hong Kong dollar, Korean Won or U.S. dollar terms without giving effect to any underlying
change in our business or results of operations.

Market forces, or PRC, Hong Kong, Korean or U.S. government policies may adversely impact
the exchange rate between the Renminbi, the Hong Kong dollar, the Korean Won and the U.S. dollar in
the future. Movements in Renminbi exchange rates may be affected by changes in political and
economic conditions and China’s foreign exchange regime and policy. For example, the Renminbi has
been unpegged from the U.S. dollar since July 2005 and, although the measures adopted by the PBOC
in the foreign exchange market may impact Renminbi exchange rate, the Renminbi may appreciate or
depreciate significantly in value against the U.S. dollar in the medium to long-term. Moreover, it is
possible that the PRC authorities may lift restrictions on fluctuations in Renminbi exchange rates and
lessen intervention in the foreign exchange market in the future.

Substantially all of our revenue and costs are denominated in Renminbi and any significant
revaluation of Renminbi may materially and adversely affect our revenue, earnings and financial
position, and the value of, and any dividends payable on, our Shares in Hong Kong dollars. To the
extent that we need to convert Hong Kong dollars into Renminbi for capital expenditures and
working capital and other business purposes, appreciation of the Renminbi against the Hong Kong
dollar would have an adverse effect on the Renminbi amount we would receive from the conversion.
Conversely, a significant depreciation of the Renminbi against the Hong Kong dollar may
significantly reduce the Hong Kong dollar equivalent of our earnings, which in turn could adversely
affect the price of our Shares, and if we decide to convert Renminbi into Hong Kong dollars for the
purpose of making payments for dividends on our Shares, strategic acquisitions or investments or
other business purposes, appreciation of the Hong Kong dollar against the Renminbi would have a
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negative effect on the Hong Kong dollar amount available to us. Significant revaluation of the
Renminbi may also have a material and adverse effect on your investment.

There are limited hedging instruments available in China to reduce our exposure to exchange
rate fluctuations between the Renminbi and other currencies. The cost of such hedging instruments
may fluctuate significantly over time and can outweigh the potential benefit from the reduced currency
volatility. To date, we have not entered into any hedging transactions in an effort to reduce our
exposure to foreign currency exchange risks. In any event, the availability and effectiveness of these
hedges may be limited and we may not be able to hedge our exposure successfully, or at all.

The PRC government’s control of foreign currency conversion may limit our foreign exchange
transactions, including dividend payments on our 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. It cannot be
guaranteed that under a certain exchange rate, we will have sufficient foreign exchange to make
payment of dividends, if any, to holders of our Shares, and to fund our business activities outside
China, especially in Korea. Under the current PRC foreign exchange control system, foreign exchange
transactions under the current account conducted by us, including the profit distributions, can be
conducted without advance approval from the State Administration of Foreign Exchange (“SAFE”),
but we are required to present documentary evidence of such transactions and conduct such
transactions at designated foreign exchange banks within China that have the licenses to carry out
foreign exchange business. However, foreign exchange transactions under the capital account
conducted by us such as the repayment of loans dominated in foreign currencies, must be approved in
advance by the SAFE. The PRC government may take measures at its discretion from time to time to
restrict access to foreign currencies for current account transactions.

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 the SAFE by
complying with certain procedural requirements. However, 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. In addition, any insufficiency of foreign exchange may restrict our
ability for sufficient dividend payments in foreign exchange to shareholders or to satisfy any other
foreign exchange requirements. If we fail to obtain approval from the SAFE to convert Renminbi into
any foreign exchange for any of the above purposes, our capital expenditure plans, and even our
business, operating results and financial condition, may be materially and adversely affected.

PRC regulations of loans to, and direct investment in, PRC entities by offshore holding
companies and governmental control of currency conversion may restrict or prevent us from
using the proceeds from the Global Offering to make loans to our PRC subsidiaries or to make
additional capital contributions to our PRC subsidiaries, which may materially adversely affect
our liquidity and our ability to fund and expand our business.

In utilizing the proceeds we receive from the Global Offering in the manner described in
“Future Plans and Use of Proceeds,” as an offshore holding company with PRC subsidiaries, we may
(1) make additional capital contributions to our PRC subsidiaries, (ii) establish new PRC subsidiaries
and make capital contributions to these new PRC subsidiaries, (iii) make loans to our PRC subsidiaries,
or (iv) acquire offshore entities with business operations in China in offshore transactions. However,

70



RISK FACTORS

most of these uses are subject to PRC regulations and approvals. For example, capital contributions to
our PRC subsidiaries, whether existing or newly-established ones, are subject to the requirement of
necessary filings in the Enterprise Registration System and the National Enterprise Credit Information
Publicity System operated by the SAMR and registration with other governmental authorities in China.
Loans by us to our PRC subsidiaries, which are foreign invested enterprises, to finance their activities
cannot exceed the statutory limits and must be registered with the SAFE, or its local branches. Any
medium- or long-term loan to be provided by us to our PRC subsidiaries must be recorded and
registered by the NDRC and registered with SAFE, or its local branches.

On March 30, 2015, the SAFE promulgated the Circular on Reforming the Management
Approach Regarding the Foreign Exchange Capital Settlement of Foreign-Invested Enterprises ( {[#H %
A 5 26 A1 1 A 35 5 A 4 5 FE A BB 7 S 4 ) (“SAFE Circular  197). SAFE
Circular 19 reforms the administration of the settlement of the foreign exchange capital of foreign-
invested enterprises by allowing foreign-invested enterprises to settle their foreign exchange capital at
their discretion, but it continues to prohibit foreign-invested enterprises from using Renminbi funds
converted from their foreign exchange capital for expenditures beyond their business scope. On June 9,
2016, SAFE promulgated the Circular on Reforming and Standardizing the Administrative Provisions
over Capital Account Foreign Exchange ( B Z< &M 4 5 BE] i e FHORRLRE S0 AR T H 4% e A8 B BOR 1 4
H1) ) (“SAFE Circular 16”). SAFE Circular 16 continues to prohibit foreign-invested enterprises from
using the Renminbi funds converted from its foreign exchange capital for expenditures beyond their
business scope, investment and financing (except for securities investment or non-guaranteed bank
products), providing loans to non-affiliated enterprises or constructing or purchasing real estate other
than for self-use. On October 23, 2019, SAFE issued the Notice of SAFE on Further Facilitating Cross-
border Trade and Investment ( <[ %<5 MEE FR B A HE— AR E RS 15 %1 5 BOE AL A28 A1) ), which,
among other things, expanded the use of foreign exchange capital to domestic equity investment area.
Non-investment foreign-funded enterprises are allowed to lawfully make domestic equity investments
by using their capital on the premise of no violation of prevailing special administrative measures for
access of foreign investments (negative list) and the authenticity and compliance with the regulations
of domestic investment projects. SAFE Circular 19 and SAFE Circular 16 and other relevant foreign
exchange rules may significantly limit our ability to transfer and use in China the net proceeds from
this Global Offering, which may adversely affect our business, financial condition and results of
operations.

We expect that the PRC laws and regulations may continue to limit our use of proceeds or other
financing sources. We cannot assure you that we will be able to obtain these government registrations
or approvals on a timely basis, if at all, with respect to future loans or capital contributions by us to our
entities in China. If we fail to receive such registrations or approvals, our ability to use the proceeds
and to capitalize our PRC operations may be negatively affected, which could adversely affect our
liquidity and our ability to fund and expand our business.

The PRC legal system is evolving and has inherent uncertainties, which may limit the legal
protection available to you and us.

Substantially all of our business is conducted in China and is governed by PRC laws and
regulations. The PRC legal system is a civil law system based on written statutes, while prior court
decisions have little precedential value and can only be cited for reference. In addition, PRC written
statutes are often principle-oriented and require detailed interpretations by relevant enforcement bodies
to further apply and enforce such laws and regulations. The PRC government has been developing a
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commercial law system and made significant progress in promulgating laws and regulations relating to
economic affairs and matters, such as corporate organization and governance, foreign investments,
commerce, taxation and trade. However, since these laws and regulations have not been fully
developed, and because of the limited volume of published cases, interpretation of the PRC laws and
regulations involves a degree, sometimes a significant degree, of uncertainty.

In particular, the PRC laws and regulations concerning the entertainment industry are
developing and evolving. Although we have taken measures to comply with the laws and regulations
that are applicable to our business operations and avoid conducting any non-compliant activities under
the applicable laws and regulations, the PRC governmental authorities may promulgate new laws and
regulations regulating the entertainment industry in the future. We cannot assure you that our practices
would not be deemed to violate any new PRC laws or regulations relating to the media industry and
internet-related industries. Moreover, developments in the entertainment industry may lead to changes
in the PRC laws, regulations and policies or in the interpretation and application of existing laws,
regulations and policies that may limit or restrict us, which could materially and adversely affect our
business and results of operations.

From time to time, we may have to resort to administrative and court proceedings to enforce
our legal rights. However, since PRC administrative and court authorities have significant discretion in
interpreting and implementing statutory and contractual terms, it may be difficult to evaluate the
outcome of administrative and court proceedings and the level of legal protection we enjoy. All these
uncertainties may limit the legal protections available to foreign investors, including you.

The M&A Rules and certain other PRC regulations establish complex procedures for certain
acquisitions of Chinese companies by foreign investors, which could make it more difficult for us
to pursue growth opportunities through acquisitions in China.

A number of PRC laws and regulations, including the Mergers and Acquisitions of Domestic
Enterprise by Foreign Investors ( CBIRSMEFEH flEEAMZENIIE) ) jointly issued by the
MOFCOM and five other PRC regulatory authorities on August 8, 2006, and amended on June 22,
2009 (the “M&A Rules”), the Anti-Monopoly Law of the PRC ( (A #E A RILANEH i EETL) )
promulgated by the SCNPC on August 30, 2007, the Rules of Ministry of Commerce on
Implementation of Security Review System of Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors ( %5 &0 E M4 & & OF i N L 2 F AT EEIE) ) promulgated by the
MOFCOM on August 25, 2011 and the Measures for the Examination of the Security of Foreign
Investment ( (HMEIERLEENL) ) promulgated by the NDRC and the MOFCOM on
December 19, 2020, have established procedures and requirements that are expected to make merger
and acquisition activities in China by foreign investors more time-consuming and complex. These
include requirements in some instances that MOFCOM be notified in advance of any change-of-
control transaction in which a foreign investor takes control of a PRC domestic enterprise and that the
approval from the MOFCOM be obtained in circumstances where overseas companies established or
controlled by PRC enterprises or residents acquire affiliated domestic companies. PRC laws and
regulations also require certain merger and acquisition transactions to be subject to merger control
review or security review. Moreover, the Anti-Monopoly Law requires that transactions which are
deemed concentrations and involve parties with specified turnover thresholds be cleared by relevant
government authorities before they can be completed. On October 23, 2021, the SCNPC published for
public comment the Draft Revised Anti-Monopoly Law, which provides, among others, that business
operators shall not abuse data, algorithms, technology, capital advantages and platform rules to exclude
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or limit competition. The draft also requires relevant government authorities strengthen the
examination of concentration of undertakings in areas such as well-being, finance, science and
technology, media, and enhances penalties for violation of the regulations regarding concentration of
undertakings.

In the future, we may grow our business in part by acquiring complementary businesses.
Complying with the requirements of the relevant regulations and rules to complete such transactions
could be time consuming, and any required approval and report processes, including obtaining
approval from the MOFCOM or its local counterparts and other government authorities, may delay or
inhibit our ability to complete such transactions. It is unclear whether our business would be deemed to
be in an industry that raises “national defense and security” or “national security” concerns. However,
the MOFCOM or other government agencies may publish explanations in the future determining that
our business is in an industry subject to the security review, in which case our future acquisitions in the
PRC, including those by way of entering into contractual control arrangements with target entities, may
be closely scrutinized or prohibited. Our ability to expand our business or maintain or expand our
market share through future acquisitions would as such be materially and adversely affected.

Under the PRC enterprise income tax law, we may be deemed a PRC “resident enterprise,”
which could result in unfavorable tax consequences to us and our Shareholders and have a
material and adverse effect on our results of operations and the value of your investment.

We are a holding company incorporated under the laws of the Cayman Islands, indirectly
holding interests in our PRC subsidiaries. Pursuant to the EIT Law, which was effective as of effective
on January 1, 2008, if an enterprise incorporated outside China has its “de facto management bodies”
within China, such enterprise may generally be deemed a “Chinese resident enterprise” for tax
purposes and be subject to an EIT rate of 25% on its global income. “De facto management body” is
defined as the body that has actual overall management and control over the business, personnel,
accounts and properties of an enterprise. On April 22, 2009, the SAT issued the Notice Regarding the
Determination of Chinese-Controlled Offshore Incorporated Enterprises as People’s Republic of China
Tax Resident Enterprises on the Basis of De Facto Management Bodies ( BN T M o & 1 3
MR B PR A A AR VE B Ay RO SE A BRI 8 A1) ) (the “Circular 82”), which sets out certain
specific criteria for determining whether the “de facto management body” of a PRC-controlled
enterprise that is incorporated offshore is located in China. Further to the Circular 82, on July 27, 2011,
the SAT issued the Administrative Measures of Enterprise Income Tax of Chinese-Controlled Offshore
Incorporated Resident Enterprises (Trial) (“SAT Bulletin 45”), which was effective as of September 1,
2011, to provide more guidance on the implementation of the Circular 82. According to the Circular
82, an offshore-incorporated enterprise controlled by a PRC enterprise or a PRC enterprise group will
be considered a PRC tax resident enterprise by virtue of having its “de facto management body” in
China and will be subject to PRC enterprise income tax on its worldwide income only if all of the
following conditions are met: (i) the senior management and core management departments in charge
of its daily operations function have their presence mainly in the PRC; (ii) its financial and human
resources decisions are subject to determination or approval by persons or bodies in the PRC; (iii) its
major assets, accounting books, company seals, and files of the minutes of its board and shareholders’
meetings are located or kept in the PRC; and (iv) not less than half of the enterprise’s directors or
senior management with voting rights habitually reside in the PRC. SAT Bulletin 45 provides further
rules on residence status determination, post-determination administration as well as competent tax
authorities procedures.
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We believe none of our entities outside of China is a Chinese resident enterprise for Chinese
EIT purposes. However, the tax resident status of an enterprise is subject to determination by the PRC
tax authorities, and uncertainties remain with respect to the interpretation of the term “de facto
management bodies”. As a majority of our management members are based in China, it remains
unclear how the tax residency rule will apply to our case. We cannot assure you that we will not be
considered a Chinese resident enterprise for Chinese EIT purposes and be subject to the uniform 25%
EIT rate on our global income. Furthermore, if the PRC tax authorities determine that we are a Chinese
resident enterprise for EIT purposes, dividends paid on our ordinary shares may be subject to PRC
withholding tax at a rate of 10% in the case of non-PRC enterprise shareholders or 20% in the case of
non-PRC individual shareholders and gains realized on the sale or other disposition of our ordinary
shares may be subject to PRC tax, at a rate of 10% in the case of non-PRC enterprise shareholders or
20% in the case of non-PRC individual shareholders, if such dividends or gains are deemed to be from
PRC sources. Any such PRC tax liability may be reduced under an applicable income tax treaty.
However, it is unclear whether, if we are deemed a Chinese resident enterprise, our shareholders would
be able to obtain the benefit of income tax treaties or agreements entered into between China and other
countries or jurisdictions.

Our PRC subsidiaries are subject to restrictions on paying dividends or making other payments
to us, which may restrict our ability to satisfy our liquidity requirements.

We are a holding company, and we conduct all of our business through the WFOE and its
subsidiaries. Therefore, we may rely on dividends to be paid to us by our WFOE for our cash
requirements, including the funds necessary to pay dividends and other cash distributions to the holders
of our Shares and to service any debt we may incur. If our WFOE incurs debt on its own behalf in the
future, the instruments governing the debt may restrict its ability to pay dividends or make other
distributions to us. Under PRC laws and regulations, a wholly foreign-owned enterprise in China, such
as our WFOE, may pay dividends only out of its accumulated profits as determined in accordance with
PRC accounting standards and regulations. In addition, a wholly foreign-owned enterprise is required
to set aside at least 10% of its after-tax profits each year, after making up previous years’ accumulated
losses, if any, to fund certain statutory reserve funds, until the aggregate amount of such fund reaches
50% of its registered capital. At the discretion of the board of directors of the wholly foreign-owned
enterprise, it may allocate a portion of its after-tax profits based on PRC accounting standards to staff
welfare and bonus funds. These reserve funds and staff welfare and bonus funds are not distributable as
cash dividends. Any limitation on the ability of our WFOE to pay dividends or make other
distributions to us could materially and adversely limit our ability to grow, make investments or
acquisitions that could be beneficial to our business, pay dividends, or otherwise fund and conduct our
business.

Furthermore, the ability of our WFOE to pay dividends in turn depends substantially on
dividends to be paid by its PRC subsidiaries pursuant to dividend policies. Each of our PRC
subsidiaries is required to set aside at least 10% of its accumulated profits each after making up the
accumulated losses, if any, as statutory reserves until the total amount set aside reaches 50% of its
registered capital. Although our WFOE and PRC subsidiaries have no plan to pay any dividends in the
foreseeable future, if they incur debt on their own behalf in the future, the instruments governing such
debt may restrict their ability to pay dividends or make other payments to us, which may restrict our
ability to satisfy our liquidity requirements.
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In addition, the PRC EIT Law and its implementation rules provide that a withholding tax rate
of 10% will be applicable to dividends payable by PRC companies to non-PRC-resident enterprises
unless otherwise exempted or reduced according to treaties or arrangements between the PRC and
governments of other jurisdictions in which the non-PRC-resident enterprises are incorporated.

It may be difficult to effect service of process upon us or our Directors or executive officers who
reside in China or to enforce against them in China any judgments obtained from Hong Kong or
other non-PRC courts.

We are an exempted company incorporated in the Cayman Islands and substantially all of our
assets are located in China and all of our executive Directors and executive officers reside in China.
Therefore, it may be difficult or impossible for you to effect service of process upon us or our
executive Directors and officers inside China or to enforce against us or them in China any judgments
obtained from Hong Kong or other non-PRC courts. The PRC has not entered into treaties or
arrangements providing for the recognition and enforcement of judgments made by courts of most
other jurisdictions.

On July 14, 2006, the Supreme People’s Court of the PRC and the government of the Hong
Kong Special Administrative Region entered into 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” ( <Hermn A BE Be B A A 1 B A W5 15 Pl A T B0 25 B AH BB rT A T3 F A sk s R S 3
EFIPA 2 HE) ) (the “2006 Arrangement”), pursuant to which a party with an enforceable final court
judgment rendered by any designated PRC court or any designated Hong Kong court requiring
payment of money in a civil and commercial case according to a written choice of court agreement,
may apply for recognition and enforcement of the judgment in the relevant Hong Kong court or PRC
court. A written choice of court agreement is defined as any agreement in writing entered into between
parties after the effective date of the 2006 Arrangement in which a Hong Kong court or a PRC court is
expressly designated as the court having sole jurisdiction for the dispute. Therefore, it may not be
possible to enforce a judgment rendered by a Hong Kong court in the PRC if the parties in the dispute
did not agree to enter into a choice of court agreement in writing.

On January 18, 2019, the Supreme People’s Court of the PRC and the government of the
Hong Kong Special Administrative Region entered into 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 (72 A1 b B {455 Fil 47 B8 125 B A EL 38 a] AT R =
ROEFI P 2 PE) (the “2019 Arrangement”). Under the 2019 Arrangement, any party concerned may
apply to the relevant PRC court or Hong Kong court for recognition and enforcement of the effective
judgments in civil and commercial cases subject to the conditions set forth in the 2019 Arrangement.
Although the 2019 Arrangement has been signed, the outcome and effectiveness of any action brought
under the 2019 Arrangement may still be uncertain. We cannot assure you that an effective judgment
that complies with the 2019 Arrangement can be recognized and enforced in a PRC court.

As a result, it may be difficult or impossible for investors to effect service of process against
certain of our assets or Directors in the PRC in order to seek recognition and enforcement of foreign
judgments in the PRC.
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The heightened scrutiny over acquisition transactions by the PRC tax authorities may have a
negative impact on our business operations, our acquisition or restructuring strategy or the value
of your investment in us.

Pursuant to the Notice on Strengthening the Administration on Enterprise Income Tax for
Non-Resident Enterprise Equity Transfer (the “SAT Circular 698”) issued by the SAT in December
2009 with retroactive effect from January 1, 2008, where a non-resident enterprise transfers the equity
interests of a PRC resident enterprise indirectly by disposition of the equity interests of an overseas
non-public holding company, and such overseas holding company is located in a tax jurisdiction that
(1) has an effective tax rate of less than 12.5% or (ii) does not impose income tax on foreign income of
its residents, the non-resident enterprise, being the transferor, must report such Indirect Transfer to the
competent tax authority of the PRC resident enterprise. Using a “substance over form” principle, the
PRC tax authority may disregard the existence of the overseas holding company if it lacks a reasonable
commercial purpose and was established for the purpose of reducing, avoiding or deferring PRC tax.
As a result, gains derived from such Indirect Transfer may be subject to PRC withholding tax at a rate
of up to 10%. SAT Circular 698 also provides that, where a non-PRC resident enterprise transfers its
equity interests in a PRC resident enterprise to its related parties at a price lower than the fair market
value, the relevant tax authority has the power to make a reasonable adjustment to the taxable income
of the transaction.

On February 3, 2015, the SAT issued the Bulletin 7. Bulletin 7 supersedes the rules with
respect to the Indirect Transfer under SAT Circular 698. Bulletin 7 has introduced a new tax regime
that is significantly different from the previous one under SAT Circular 698. Bulletin 7 extends its tax
jurisdiction to not only Indirect Transfers set out under SAT Circular 698 but also transactions
involving transfer of other taxable assets through offshore transfer of a foreign intermediate holding
company. In addition, Bulletin 7 provides clearer criteria than SAT Circular 698 for assessment of
reasonable commercial purposes and has introduced safe harbors for internal group restructurings and
the purchase and sale of equity through a public securities market. Bulletin 7 also brings challenges to
both foreign transferor and transferee (or other person who is obligated to pay for the transfer) of
taxable assets. Where a non-resident enterprise transfers taxable assets indirectly by disposing of the
equity interests of an overseas holding company, which is an Indirect Transfer, the non-resident
enterprise as either transferor or transferee, or the PRC entity that directly owns the taxable assets, may
report such Indirect Transfer to the relevant tax authorities. Using a “substance over form” principle,
the PRC tax authority may disregard the existence of the overseas holding company if it lacks a
reasonable commercial purpose and was established for the purpose of reducing, avoiding or deferring
PRC tax. As a result, gains derived from such Indirect Transfer may be subject to PRC enterprise
income tax, and the transferee or other person who is obligated to pay for the transfer is obligated to
withhold the applicable taxes, currently at a rate of 10%, for the transfer of equity interests in a PRC
resident enterprise. Both the transferor and the transferee may be subject to penalties under PRC tax
laws and regulations if the transferee fails to withhold the taxes and the transferor fails to pay the taxes.

On October 17, 2017, SAT issued the Announcement on Issues Concerning the Withholding of
Enterprise Income Tax at Source on Non-PRC Resident Enterprises ( <B4 IF & R A2 Fir {580 J5 5= 41
BT EN /) ) (the “Bulletin 37”), which, among others, repeals the SAT Circular 698 on
December 1, 2017. Bulletin 37 further details and clarifies the tax withholding methods in respect of
income of non-resident enterprises under SAT Circular 698, and certain rules stipulated in Bulletin 7
are replaced by Bulletin 37. Where the non-resident enterprise fails to declare the tax payable pursuant
to Article 39 of the Enterprise Income Tax, the tax authority may order it to pay the tax due within
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required time limits, and the non-resident enterprise shall declare and pay the tax payable within such
time limits specified by the tax authority; however, if the non-resident enterprise voluntarily declares
and pays the tax payable before the tax authority orders it to do so within required time limits, it shall
be deemed that such enterprise has paid the tax in time.

There are uncertainties as to the application of Bulletin 7 and Bulletin 37. For example, while
the term “Indirect Transfer” is not clearly defined, it is understood that the relevant PRC tax authorities
have jurisdiction regarding requests for information over a wide range of foreign entities having no
direct contact with China. Moreover, the relevant authority has not yet promulgated any formal
provisions or made any formal declaration as to the process and format for reporting an Indirect
Transfer to the competent tax authority of the relevant PRC resident enterprise. In addition, there are
no formal declarations with regard to how to determine whether a foreign investor has adopted an
abusive arrangement in order to reduce, avoid or defer PRC tax. Bulletin 7 and Bulletin 37 may be
determined by the tax authorities to be applicable to previous investments by non-resident investors in
our Company, if any, if such transactions were determined by the tax authorities to lack reasonable
commercial purpose. As a result, we and our existing non-resident investors may become at risk of
being taxed under Bulletin 7 and Bulletin 37 and may be required to expend valuable resources to
comply with Bulletin 7 and Bulletin 37 or to establish that we should not be taxed under Bulletin 7 and
Bulletin 37, which may have a material and adverse effect on our financial condition and results of
operations or such non-resident investors’ investments in us. We have conducted and may conduct
acquisitions involving changes in corporate structures, and historically our shares were transferred by
certain then shareholders to our current shareholders. We cannot assure you that the PRC tax
authorities will not, at their discretion, adjust any capital gains and impose tax return filing obligations
on us or require us to provide assistance for the investigation of PRC tax authorities with respect
thereto. Any PRC tax imposed on a transfer of our Shares or any adjustment of such gains would cause
us to incur additional costs and may have a negative impact on the value of your investment in us.

The heightened scrutiny over the taxation on enterprises and high-income professionals in the
film and television industry by the PRC tax authorities may have a negative impact on our
business operations, our acquisition or restructuring strategy or the value of your investment in
us.

Pursuant to the Notice on Further Regulating the Taxation Order in the Film and Television
Industry ( CBHIE— BRI TERLCRR T A B LAERY A1) ) issued by the SAT on October 2,
2018, starting from October 2018 and ending by the end of July 2019, the work of regulating the tax
order of the film and television industry in the PRC would be gradually promoted in accordance with
the steps of self-examination and self-correction, supervision and correction, key inspection, summary
and improvement. On September 18, 2021, the SAT issued the Notice on Further Strengthening the
Taxation Management of Participants in Cultural and Entertainment Industry, pursuant to which tax
evasion and other non-compliance with tax laws or regulations will be penalized. If any of our
managed artists was involved in the tax evasion activities, such managed artist may not be able to
provide services and generate revenue for us under our artist management contract, or the movies,
drama series or variety programs that such managed artist performed in may not be distributed. We
may be subject to breach of contract claims, higher costs, liabilities, and lose our customers as a result,
which could adversely impact our business, results of operations and reputation.
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PRC regulations relating to offshore investment activities by PRC residents may limit our
WFOE’s and PRC subsidiaries’ ability to increase their registered capital or distribute profits to
us and our ability to reinvest in our WFOE and PRC subsidiaries and may otherwise expose us
to liability and penalties under PRC law.

Administration of Offshore Investing and Financing and Round-Trip Investing by Domestic
Residents through Special Purpose Vehicles ( B 5 A i R Rk 192 7] 55 AN Rl E SORFEICE
AT B R A ) (“SAFE Circular 377), which requires PRC residents to register with the
SAFE or its local branch in connection with their establishment or control of an offshore entity
established for the purpose of overseas investment or financing. In addition, such PRC residents must
update their SAFE registrations when the offshore special purpose vehicle undergoes major events
relating to any change of basic information (including change of such PRC citizens or residents, name
and operation term), increases or decreases in investment amount, transfers or exchanges of shares, or
mergers or divisions. According to the Notice on Further Simplifying and Improving Policies for the
Foreign Exchange Administration of Direct Investment ( <[ 5244 5 R) B i e — 25 fili A O B2
P& SN FLEUOR Y38 A1) ) released on February 13, 2015 by the SAFE, local banks will examine and
handle foreign exchange registration for overseas direct investment, including the initial foreign
exchange registration and amendment registration, under SAFE Circular 37 from June 1, 2015. If our
Shareholders who are PRC residents as determined by SAFE Circular 37 do not complete their
registration, the PRC subsidiary of that offshore special purpose vehicle may be prohibited from
distributing their profits and proceeds to their offshore parent company or from carrying out other
subsequent cross-border foreign exchange activities, and the offshore special purpose. vehicle may be
restricted in its ability to contribute additional capital to its PRC subsidiaries. Moreover, failure to
comply with the SAFE registration described above could result in liability under PRC laws and
regulations for evasion of applicable foreign exchange restrictions. However, we may not at all times
be fully aware or informed of the identities of all our Shareholders or beneficial owners that are
required to make such registrations, and we cannot compel our beneficial owners to comply with SAFE
registration requirements in a timely manner. As a result, we cannot assure you that all of our
Shareholders or beneficial owners who are PRC residents have complied with, and will in the future
make or obtain any applicable registrations or approvals required by, SAFE regulations.

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

On February 15, 2012, the SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas
Publicly-Listed Companies ( <3%A{EAZBLEEAM b2 ) BAESUED =181 41 R S B R R ) )
(“Stock Option Rules”). Under the Stock Option Rules and other relevant rules and regulations, PRC
residents who participate in stock incentive plan in an overseas publicly-listed company are required to
register with the SAFE or its local branches and complete certain other procedures. Participants of a
stock incentive plan who are PRC residents must retain a qualified PRC agent, which could be a PRC
subsidiary of the overseas publicly-listed company or another qualified institution selected by the PRC
subsidiary, to conduct the SAFE registration and other procedures with respect to the stock incentive
plan on behalf of its participants. The participants must also retain an overseas entrusted institution to
handle matters in connection with their exercise of stock options, the purchase and sale of
corresponding stocks or interests and fund transfers. In addition, the PRC agent is required to amend
the SAFE registration with respect to the stock incentive plan if there is any major change to the stock
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incentive plan, the PRC agent or the overseas entrusted institution or other material changes. We and
our PRC employees who have been granted restricted share units will be subject to these regulations
upon the completion of the Global Offering. Failure of our PRC RSU holders to complete their SAFE
registrations may subject these PRC residents to fines and legal sanctions, limit their ability to make
payment under the stock incentive plan or receive dividends or sales proceeds related thereto, or limit
our ability to contribute additional capital into our PRC subsidiaries and our PRC subsidiaries’ ability
to distribute dividends to us, which may materially and adversely affect our business, financial
condition and results of operations.

RISKS RELATING TO THE GLOBAL OFFERING
Possible setting of the Offer Price after making a Downward Offer Price Adjustment.

We have the flexibility to make a Downward Offer Price Adjustment to set the Offer Price at
up to 10% below the low-end of the indicative Offer Price range per Offer Share. It is therefore
possible that the final Offer Price will be set at HK$3.52 per Offer Share upon the making of a
Downward Offer Price Adjustment. In such a situation, the Global Offering will proceed and the
Withdrawal Mechanism will not apply.

If the Offer Price is set at HK$3.52, the estimated net proceeds we will receive after deduction
of underwriting fees and commissions and estimated expenses payable by us in connection with the
Global Offering will be reduced to approximately HK$326.6 million, assuming the Over-allotment
Option is not exercised. Such reduced proceeds will be used as described in “Future Plans and Use of
Proceeds—Use of Proceeds.”

The approval of or filing with the CSRC or other governmental authorities may be required in
connection with the Global Offering, and, if required, we cannot assure you that we will be able
to obtain such approval or complete such filing.

On July 6, 2021, the General Office of the Central Committee of the Communist Party of China
and the General Office of the State Council together with another authority jointly published “Opinions
on Strictly Cracking Down On Illegal Securities Activities in accordance with the Law” ( CBMKIESE
AT SRS B L) ) (“Securities  Activities Opinions”), which calls for enhanced
administration and supervision of overseas-listed China-based companies, as well as proposes to revise
the relevant regulations governing the overseas securities issuance, listing of shares by such companies
and clarifies the responsibilities of competent domestic industry regulators and government authorities.
As of the Latest Practicable Date, due to the lack of further clarifications or detailed rules and
regulations being announced, there were still uncertainties regarding the interpretation and
implementation of the Securities Activities Opinions.

Further, on December 24, 2021, the CSRC issued the Provisions of the State Council on the
Administration of Overseas Securities Offering and Listing by Domestic Enterprises (Draft for
Comments)  ( CEIB5REBAA ST A2 AMRATREZR AN LT A0 AR E (R R BOR B ARS)) ) (“Draft
Provisions”) and the Administrative Measures for the Filing of Overseas Securities Offering and
Listing by Domestic Enterprises ( <3& A{b 3R AMEATRE A0 E i 2 8 BRE (BOR M) ) (“Draft
for Comments™) (“Draft Administrative Measures”), which, if become effective, require that PRC
domestic companies that seek to offer and list securities in overseas markets, whether through direct or
indirect means, to, among others, file certain documents with the CSRC within three working days
after its application for overseas listing is made. As of the Latest Practicable Date, the Draft Provisions
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and the Draft Administrative Measures were released for public comments only and the final version
and effective date of such regulations are subject to change with substantial uncertainty.

If the Draft Provisions and the Draft Administrative Measures become effective in their current
form before the Global Offering is completed, our PRC Legal Advisor is of the view that we may be
required to complete the filing procedures with the CSRC before listing. We will comply with
applicable filing requirements as appropriate if and when the proposed regulatory regime becomes
effective. However, we cannot assure you that we will be able to complete all filing requirements that
may be implemented under the proposed regulatory regime in time or at all as the filing requirements
are subject to change with substantial uncertainty.

If the Draft Provisions and the Draft Administrative Measures are amended in such a way that
the Global Offering is subject to any approval, filing, or other authorization or requirement of the
CSRC or other governmental authorities, we cannot assure you that we could obtain such approval in a
timely manner or at all. Failure to obtain necessary approval or complete required filings in a timely
manner may lead to failure to complete the Global Offering, or subject us to fines, penalties or other
sanctions, which may have material adverse effect on our financial condition as well as the Global
Offering.

There has been no prior public market for our Shares, and an active trading market for our
Shares may not develop and the market price of our Shares may be volatile.

Prior to the completion of the Global Offering, there has been no public market for our Shares.
We have applied to the Stock Exchange for the listing of, and permission to deal in, our Shares. Our
Controlling Shareholders entered into a deed of lock-up undertaking in favor of each of our Company,
the Joint Sponsors and the Joint Global Coordinators, for a period of 24 months commencing from the
Listing Date. In addition, other than ARK Trust (Hong Kong) Limited and LIGHTSTONE TRUST
(HONG KONG) LIMITED (being the trustees holding Shares as reserve for the awards under the
Share Incentive Plan), each of our existing Shareholders as of the date of this prospectus has entered
into a deed of lock-up undertaking in favor of each of our Company, the Joint Sponsors and the Joint
Global Coordinators, for a period of 12 months commencing from the Listing Date. Accordingly,
Shares held by our existing Shareholders (including our Controlling Shareholders and excluding ARK
Trust (Hong Kong) Limited and LIGHTSTONE TRUST (HONG KONG) LIMITED), representing
81.89% of the total Shares in issue immediately following the completion of the Capitalization Issue
and Global Offering (assuming the Over-allotment Option is not exercised), will be subject to a lock-
up period for at least 12 months from the Listing Date. The Offer Shares to be purchased by the
Cornerstone Investors will also be subject to a lock-up period of 12 months from the Listing Date. As a
result, there can be no guarantee that an active and liquid trading market for our Shares will develop or
be sustained after completion of the Global Offering. The Offer Price is the result of negotiations
between our Company and the Underwriters, which may not be indicative of the price at which our
Shares will be traded following the completion of the Global Offering. The market price of our Shares
may drop below the Offer Price at any time after completion of the Global Offering. Factors such as
variations in our revenue, earnings and cash flows or any other developments of us may affect the
trading volume and price of our Shares.
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There will be a time gap of several business days between pricing and trading of our Shares
offered under the Global Offering. The market price of our Shares when trading begins could be
lower than the Offer Price.

The Offer Price of our Shares will be determined on the Price Determination Date. However,
the Shares will not commence trading on the Stock Exchange until they are delivered, which is
expected to be several Business Days after the Price Determination Date. The Shares will not
commence trading on the Stock Exchange until they are delivered, and it is expected that there will be
a considerable gap of time between the pricing of the Shares/closing of the application lists and the
commencement of trading. Further, the application period for the Hong Kong Offer Shares will last
from Friday, December 30, 2022 to Thursday, January 12, 2023, which is longer than the normal
market practice of three and a half days. Investors may not be able to sell or otherwise deal in the
Shares until the commencement of trading and accordingly, holders of the Shares are subject to the risk
that the price of their Shares could fall before trading begins as a result of adverse market conditions or
other adverse developments that could occur between the time of sale and the time trading begins. As a
result, investors may not be able to sell or otherwise deal in the Shares during that period. Accordingly,
Shareholders are subject to the risk that the price of the Shares when trading begins could be lower
than the Offer Price as a result of adverse market conditions or other adverse developments that may
occur between the time of sale and the time trading begins.

The trading price of our Shares may be volatile, which could result in substantial losses to you.

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

The actual or perceived sale or availability for sale of substantial amounts of our Shares,
especially by our Directors, executive officers and substantial shareholders, could adversely
affect the market price of our Shares.

Future sales of a substantial number of our Shares, especially by our Directors, executive
officers and substantial shareholders, or the perception or anticipation of such sales, could negatively
impact the market price of our Shares in Hong Kong and our ability to raise equity capital in the future
at a time and price that we deem appropriate.

The Shares held by our Controlling Shareholders are subject to certain lock-up periods
beginning on the date on which trading in our Shares commences on the Stock Exchange. While we
currently are not aware of any intention of such persons to dispose of significant amounts of their
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Shares after the expiry of the lock-up periods, we cannot assure you that they will not dispose of any
Shares they may own now or in the future.

The interests of our Controlling Shareholders may not align with those of our other
Shareholders.

Immediately following the completion of the Capitalization Issue and the Global Offering and
without taking into account any Shares which may be issued pursuant to the exercise of the Over-
allotment Option, our Controlling Shareholders will be entitled to exercise voting rights of 46.11% of
the total issued share capital of our Company. The interests of our Controlling Shareholders may differ
from the interests of our other Shareholders. Our Controlling Shareholders could have significant
influence in determining the outcome of any corporate transaction or other matters submitted to our
Shareholders for approval. This concentration of ownership, as a result, may discourage, delay or
prevent a change in control of our Company, which could deprive our Shareholders of an opportunity
to receive a premium for their Shares in a sale of our Company or may reduce the market price of our
Shares. In addition, to the extent the interests of our Controlling Shareholders conflict with the interest
of our other Shareholders, the interests of our other Shareholders may be disadvantaged or harmed.

You will incur immediate and substantial dilution and may experience further dilution in the
future.

As the Offer Price of our Shares is higher than the net tangible book value per Share of our
Shares immediately prior to the Global Offering, purchasers of our Shares in the Global Offering will
experience an immediate dilution. If we issue additional Shares in the future, purchasers of our Shares
in the Global Offering may experience further dilution in their shareholding percentage.

There can be no assurance of the accuracy or completeness of certain facts, forecasts and other
statistics obtained from various government publications, market data providers and other
independent third-party sources, including the industry expert reports, contained in this
prospectus.

This prospectus, particularly the sections headed “Business” and “Industry Overview,” contains
information and statistics relating to our industry. Such information and statistics have been derived
from different official government publications, available sources from public market research and
other sources from independent suppliers, and from an independent industry report prepared by Frost
& Sullivan. We believe that the sources of the information are appropriate sources for such
information, and we have taken reasonable care in extracting and reproducing such information. The
information from official government sources has not been independently verified by us, the Joint
Global Coordinators, the Overall Coordinators, the Joint Sponsors, the Capital Market Intermediaries,
the Joint Bookrunners, the Joint Lead Managers, any of the Underwriters, any of their respective
directors and advisors, or any other persons or parties involved in the Global Offering (excluding Frost
& Sullivan), and no representation is given as to its accuracy. Collection methods of such information
may be flawed or ineffective, or there may be discrepancies between published information and market
practice, which may result in the statistics being inaccurate or not comparable to statistics produced for
other economies. You should therefore not place undue reliance on such information. In addition, we
cannot assure you that such information is stated or compiled on the same basis or with the same
degree of accuracy as similar statistics presented elsewhere. In any event, you should consider
carefully the importance placed on such information or statistics.
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Whether and when the dividends will be declared and paid cannot be assured.

Our ability to declare future dividends will depend on the availability of dividends, if any,
received from our WFOE, which in turn depends on the availability of dividends, if any, received from
our WFOE’s subsidiaries. Under applicable laws and the constitutional documents of our WFOE and
its subsidiaries, the payment of dividends may be subject to certain limitations. The calculation of
profit of certain subsidiaries under applicable accounting standards differs in certain respects from the
calculation under IFRS. As a result, our WFOE and its subsidiaries may not be able to pay a dividend
in a given year even if our Group has profit as determined under IFRS. Accordingly, since we derive
all of our earnings and cash flows from dividends paid by our WFOE, we may not have sufficient
distributable profit to pay dividends to our Shareholders. In addition, any future dividend declaration
and distribution 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 PRC laws, including, where required,
the approvals from our shareholders and our Directors. Our Shareholders at a general meeting must
approve any declaration of dividends, which must not exceed the amount recommended by our Board.

Moreover, our Directors may from time to time pay such interim dividends as our Board
considers to be justified by our profits and overall financial requirements, or special dividends of such
amounts and on such dates as they think appropriate. As a result, we cannot assure you that we will
make any dividend payments on our Shares in the future. For details about our dividend policy, see
“Financial Information—Dividends.”

Certain judgments obtained against us by our Shareholders may not be enforceable.

We are an exempted company limited by shares incorporated under the laws of the Cayman
Islands. We conduct substantially all of our operations in mainland China and substantially all of our
assets are located in mainland China. In addition, a majority of our Directors and executive officers
reside within mainland China. As a result, it may be difficult or impossible for you to effect service of
process within Hong Kong upon these individuals, or to bring an action against us or against these
individuals in Hong Kong in the event that you believe your rights have been infringed under the Hong
Kong laws or otherwise. Even if you are successful in bringing an action of this kind, the laws of the
Cayman Islands and of the PRC may render you unable to enforce a judgment against our assets or the
assets of our Directors and officers.

Since we are incorporated under the Cayman Islands law, you may face difficulties in protecting
your interest, and your ability to protect your rights through Hong Kong courts may be limited.

We are an exempted company limited by shares incorporated under the laws of the Cayman
Islands. Our corporate affairs are governed by our Memorandum of Association and Articles of
Association, the Cayman Companies Act (As Revised) and the common law of the Cayman Islands.
The rights of Shareholders to take action against the Directors, actions by minority Shareholders and
the fiduciary duties of our Directors to us under the Cayman Islands law are to a large extent governed
by the common law of the Cayman Islands. The common law of the Cayman Islands is derived in part
from comparatively limited judicial precedent in the Cayman Islands as well as from the common law
of England and Wales, the decisions of whose courts are of persuasive authority, but are not binding,
on a court in the Cayman Islands. The rights of our Shareholders and the fiduciary duties of our
Directors under the Cayman Islands law are not as clearly established as they would be under statutes
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or judicial precedent in some jurisdictions. In particular, the Cayman Islands has a less developed body
of securities laws than Hong Kong. Hong Kong has more fully developed and judicially interpreted
bodies of corporate law than the Cayman Islands. In addition, the Cayman Islands companies may not
have standing to initiate a shareholder derivative action in Hong Kong courts.

Shareholders of the Cayman Islands exempted companies like us have no general rights under
the Cayman Islands law to inspect corporate records (other than the memorandum and articles of
association and any special resolutions passed by such companies, and the registers of mortgages and
charges of such companies) or to obtain copies of lists of shareholders of these companies. Under the
Cayman Islands law, the names of our current Directors can be obtained from a search conducted at the
Registrar of Companies. Our Directors will have discretion under the Memorandum of Association and
Articles of Association we expect to adopt, to determine whether or not, and under what conditions,
our corporate records may be inspected by our Shareholders, but are not obliged to make them
available to our Shareholders. This may make it more difficult for you to obtain the information needed
to establish any facts necessary for a Shareholder resolution or to solicit proxies from other
Shareholders in connection with a proxy contest.

As a result of all of the above, our public Shareholders of Shares may have more difficulty in
protecting their interests in the face of actions taken by management, members of the Board of
Directors or Controlling Shareholder than they would as public shareholders of a company
incorporated in Hong Kong. For a discussion of significant differences between the provisions of the
Cayman Companies Act (As Revised) and the laws applicable to companies incorporated in
Hong Kong and their shareholders, see “Summary of the Constitution of the Company and Cayman
Islands Company Law” in Appendix IV to this prospectus.

Waivers have been granted from compliance with certain requirements of the Listing Rules.
Shareholders will not have the benefit of the Listing Rules that are so waived. These waivers
could be revoked, exposing us and our Shareholders to additional legal and compliance
obligations.

We have applied for, and the Stock Exchange has granted to us, a number of waivers from strict
compliance with the Listing Rules. For details, see “Waivers from Strict Compliance with the Listing
Rules.” There is no assurance that the Stock Exchange or SFC will not revoke any of these waivers
granted or impose certain conditions on any of these waivers. If any of these waivers were to be
revoked or to be subject to certain conditions, we may be subject to additional compliance obligations,
incur additional compliance costs and face uncertainties arising from issues of multijurisdictional
compliance, all of which could materially and adversely affect us and our Shareholders.

You should read the entire document carefully and should not rely on any information contained
in press articles or other media regarding us and the Global Offering.

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

85



WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

In preparation for the Global Offering, we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

According to Rule 8.12 of the Listing Rules, a new applicant applying for a primary listing on
the Stock Exchange must have sufficient management presence in Hong Kong, and this will normally
mean that at least two of the new applicant’s executive directors must be ordinarily resident in
Hong Kong.

Since the headquarters and business operations of our Company are based, managed and
conducted outside of Hong Kong, and all of our executive Directors and all of the senior management
team do not ordinarily reside in Hong Kong, we consider that it would be practically difficult and
commercially unreasonable and undesirable for our Company to arrange for two executive Directors to
be ordinarily resident in Hong Kong, either by means of relocation of existing executive Directors or
appointment of additional executive Directors. Our Company does not, and will not for the foreseeable
future, have sufficient management presence in Hong Kong for the purpose of satisfying the
requirement under Rule 8.12 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted,
a waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules.

We will ensure that there is an effective channel of communication between us and the Stock
Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to
maintain two authorized representatives, Mr. Sun, our executive Director and president,
and Mr. CHUNG Ming Fai (#£#]##) (“Mr. Chung”), a joint company secretary, to be the
principal communication channel at all times between the Stock Exchange and our
Company. Each of them has confirmed that he can be readily contactable by phone,
facsimile and email to deal promptly with enquiries from the Stock Exchange, and will
also be available to meet with the Stock Exchange to discuss any matters on short notice.
As and when the Stock Exchange wishes to contact the Directors on any matters, each of
the authorized representatives will have means to contact all of the Directors promptly at
all times. Our Company will also inform the Stock Exchange promptly in respect of any
change in the authorized representatives;

(b) in addition to the appointment of the authorized representatives, to facilitate
communication with the Stock Exchange, the contact details of each Director, including
his or her mobile phone number, office phone number, facsimile number and email
address have been provided to each of the authorized representatives, our company
secretary, the Compliance Advisor (as defined below) who have means for contacting all
Directors promptly at all times as and when the Stock Exchange wishes to contact the
Directors on any urgent matters, and the Stock Exchange. Furthermore, each Director who
is not ordinarily resident in Hong Kong possesses or can apply for valid travel documents
to visit Hong Kong and can meet with the Stock Exchange within a reasonable period as
and when required; and

(c) our Company has appointed China Securities (International) Corporate Finance
Company Limited as our compliance advisor (the “Compliance Advisor”) in
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compliance with Rule 3A.19 of the Listing Rules. The Compliance Advisor will serve as
an additional channel of communication in addition to the authorized representatives of
our Company. The Compliance Advisor will provide our Company with professional
advice on ongoing compliance with the Listing Rules and will be available to respond to
enquiries from the Stock Exchange. Our Company will ensure that the Compliance
Advisor has prompt access to the Company’s authorized representatives and Directors
who will provide to the Compliance Advisor such information and assistance as the
Compliance Advisor may need or may reasonably request in connection with the
performance of the Compliance Advisor’s duties. Meetings between the Stock Exchange
and the Directors could be arranged through the authorized representatives or the
Compliance Advisor, or directly with the Directors within a reasonable time frame. Our
Company will inform the Stock Exchange as soon as practicable in respect of any
change in the Compliance Advisor.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules and the Guidance on experience and
qualification requirements of a company secretary (“HKEX-GL108-20"), our Company must appoint a
company secretary who, by virtue of his or her academic or professional qualifications or relevant
experience, is, in the opinion of the Stock Exchange, capable of discharging the functions of the
company secretary.

Note 1 to Rule 3.28 of the Listing Rules further provides that the Stock Exchange considers the
following academic or professional qualifications to be acceptable:
(i) amember of The Hong Kong Institute of Chartered Secretaries;

(i1) a solicitor or barrister (as defined in the Legal Practitioners Ordinance (Chapter 159 of the
Laws of Hong Kong)); and

(ii1) 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 provides that, in assessing “relevant experience,” the
Stock Exchange will consider the individual’s:

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

(i) familiarity with the Listing Rules and other relevant law and regulations including the
Securities and Futures Ordinance, the Companies Ordinance, the Companies (Winding Up
and Miscellaneous Provisions) Ordinance and The Codes on Takeovers and Mergers and
Share Buy-backs;

(ii1) relevant training taken and/or to be taken in addition to the minimum requirement under
Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.

Our Company considers that while it is important for the company secretary to be familiar with
the relevant securities regulations in Hong Kong, he/she also needs to have experience relevant to our
Company’s operations, nexus to the Board and close working relationship with the management of our
Company in order to perform the function of a company secretary and to take the necessary actions in

87



WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

the most effective and efficient manner. It is for the benefit of our Company to appoint a person who
has been with our Company for a period of time and is familiar with our Company’s business and
affairs as company secretary.

Our Company has appointed Mr. ZHANG Wensheng (i&3CH5) as one of the joint company
secretaries. Mr. Zhang is currently the Chief Financial Officer of our Company. Mr. Zhang has
extensive experience in financial and business management and corporate governance matters, as well
as a thorough understanding of the daily operations, internal administration and financial management
of our Group. However, Mr. Zhang currently does not possess any of the qualifications under Rules
3.28 and 8.17 of the Listing Rules, and may not be able to solely fulfill the requirements of the Listing
Rules. Therefore, our Company has appointed Mr. Chung, a member of Hong Kong Institute of
Certified Public Accountants, who fully meets the requirements stipulated under Rules 3.28 and 8.17
of the Listing Rules to act as the other joint company secretary and to provide assistance to Mr. Zhang
for an initial period of three years from the Listing Date to enable Mr. Zhang 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 forth under Rules 3.28 and 8.17 of the Listing Rules. For details on Mr. Zhang and Mr. Chung’s
qualifications and experience, see “Directors and Senior Management.”

Accordingly, our Company has therefore applied to the Stock Exchange for, and the Stock
Exchange has granted, a waiver from strict compliance with the requirements under Rules 3.28 and
8.17 of the Listing Rules on the conditions that:

(i) Mr. Zhang will endeavor to attend relevant training courses, including briefings on the
latest changes to the relevant applicable Hong Kong laws and regulations and the Listing
Rules from which will be organized by our Company’s Hong Kong legal advisors on an
invitation basis and seminars organized by the Stock Exchange for listed issuers time to
time;

(i) Both Mr. Zhang and Mr. Chung have confirmed that each of them will be attending a total
of no less than 15 hours of training courses on the Listing Rules, corporate governance,
information disclosure, investors relation as well as the functions and duties of the
company secretary of a Hong Kong listed issuer during each financial year as required
under Rule 3.29 of the Listing Rules;

(i) Mr. Chung will assist Mr. Zhang to enable him to acquire the relevant experience (as
required under Rule 3.28 of the Listing Rules) to discharge the duties and responsibilities
as our company secretary;

(iv) Mr. Chung will communicate regularly with Mr. Zhang on matters relating to corporate
governance, the Listing Rules and any other laws and regulations which are relevant to our
Company and its affairs. Mr. Chung will work closely with, and provide assistance for,
Mr. Zhang in the discharge of his duties as a company secretary, including organizing our
Board meetings and Shareholders’ general meetings;

(v) Upon expiry of Mr. Zhang’s initial term of appointment as the company secretary of our
Company, our Company will evaluate his experience in order to determine if he has
acquired the qualifications required under Rule 3.28 of the Listing Rules, and whether
on-going assistance should be arranged so that Mr. Zhang’s appointment as the company
secretary of the Company continues to satisfy the requirements under Rules 3.28 and 8.17
of the Listing Rules; and
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(vi) The Company has appointed China Securities (International) Corporate Finance Company
Limited as its Compliance Advisor pursuant to Rule 3A.19 of the Listing Rules which will
act as the additional communication channel with the Stock Exchange (for a period
commencing on the Listing Date and ending on the date on which the Company complies
with Rule 13.46 of the Listing Rules in respect of its financial results for the first full
financial year after the Listing Date, or until the engagement is terminated, whichever is
earlier) and provide professional guidance and advice to the Company and Mr. Zhang as to
the compliance with the Listing Rules and all other applicable laws and regulations.

We understand that, pursuant to HKEX-GL108-20, such waiver will be revoked immediately if
Mr. Chung ceases to provide assistance to Mr. Zhang as a joint company secretary for the three-year
period after the Listing or where there are material breaches of the Listing Rules by our Company.
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. Zhang, having had the benefit of Mr. Chung’s assistance for the preceding 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.

CONNECTED TRANSACTIONS

We have entered into, and are expected to continue, certain transactions that will constitute
continuing connected transactions of our Company under the Listing Rules upon Listing. Accordingly,
we have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver in relation to
certain continuing connected transactions between us and our connected persons under Chapter 14A of
the Listing Rules. For further details in this respect, see “Connected Transactions.”
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DIRECTORS

Name

Residential Address

Nationality

Executive Directors

Ms. Du

Mr. Sun

Mr. SUN Le (24%)

Non-Executive Directors

Ms. YAO Lu (Wk5%)

Mr. MENG Qingguang (i Bt)

Ms. ZHAO Wenjie (# 3C#)

Independent Non-Executive Directors

Mr. FAN Hui (5 ##)

Mr. LU Tao (#7#%)

Mr. HUANG Jiuling (& JL38)

Room 304, Unit 2, No. 682
Shizi Street

Xihu District, Nanchang
Jiangxi, PRC

Room 105, Building 103, No. 181
Gaobeidian Road

Chaoyang District

Beijing, PRC

No. 10-1-2-302, Yuxin Lane
Xingqing District, Yinchuan
Ningxia, PRC

Room 802, No. 4 Branch Lane 3,
Lane 888, Luojin Road

Minhang District

Shanghai, PRC

Room 204, Building 12, Courtyard
107, Chaoyang North Road
Chaoyang District

Beijing, PRC

8-2-1401

Yi Cheng Dong Yuan
Xueqing Road
Haidian District
Beijing, PRC

Room 503, Unit One, Building Two
Shilipu B Courtyard No. 2

Chaoyang District
Beijing, PRC

6G Unit 3, Haojingge, Panjiayuan
Courtyard No. 9

Chaoyang District

Beijing, PRC

Room 1018, Unit One, Building 11,
Wan Cheng Hua Fu Long Yuan
Haidian District

Beijing, PRC

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Further information is disclosed in the section headed “Directors and Senior Management.”
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors, Overall China Securities (International) Corporate Finance
Coordinators, Joint Global Company Limited
Coordinators, Joint 18/F
Bookrunners, Joint Lead Two Exchange Square
Managers and Capital Market 8 Connaught Place
Intermediaries Central
Hong Kong

China Merchants Securities (HK) Co., Limited
48/F

One Exchange Square

8 Connaught Place

Central

Hong Kong

Joint Bookrunners, Joint Lead Valuable Capital Limited
Managers and Capital Market Room 2808, 28/F, China Merchants Tower
Intermediaries Shun Tak Centre
168-200 Connaught Road Central
Hong Kong

China Everbright Securities (HK) Limited
12/F, Everbright Centre

108 Gloucester Road

Wanchai

Hong Kong

CSFG International Securities Limited
Room 701, 7/F, Southland Building

48 Connaught Road

Central

Hong Kong

Guosen Securities (HK) Capital Company Limited
Suites 3207-3212 on Level 32

One Pacific Place

88 Queensway

Hong Kong

uSmart Securities Limited

Unit 2606-07, 26/F, FWD Financial Centre
308 Des Voeux Road Central

Hong Kong

91



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Lead Managers and Capital
Market Intermediaries

Legal Advisors to our Company

Tiger Brokers (HK) Global Limited
1/F, FWD Financial Centre

308 Des Voeux Road

Central

Hong Kong

Futu Securities International (Hong Kong) Limited

Unit C1-2, 13/F
United Centre
No0.95 Queensway
Hong Kong

Guotai Junan Securities (Hong Kong) Limited
26/F-28/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Livermore Holdings Limited
Unit 1214A, 12/F

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

Hong Kong

Zheshang International Financial Holdings
Limited

Room 4405, 44/F, Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong

Easy Securities Limited

Unit 3509, 35/F, Shun Tak West Tower
200 Connaught Road Central

Sheung Wan

Hong Kong

As to Hong Kong law:
Cooley HK

35/F, Two Exchange Square
8 Connaught Place

Central

Hong Kong
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Legal Advisors to the Joint
Sponsors and the Underwriters

Reporting Accountant and Auditor

Receiving Bank

Compliance Advisor

As to PRC law:

Commerce & Finance Law Offices
12-14th Floor, China World Office 2
No. 1 Jianguomenwai Avenue
Beijing

PRC

As to Cayman Islands law:

Maples and Calder (Hong Kong) LLP
26th Floor, Central Plaza, 18 Harbour Road
Wanchai

Hong Kong

As to Hong Kong law

Sidley Austin

39/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

As to PRC law

Zhong Lun Law Firm

22-31/F South Tower of CP Center,
20 Jin He East Avenue

Chaoyang District,

Beijing

PRC

PricewaterhouseCoopers

Certified Public Accountants and Registered
Public Interest Entity Auditor

22/F, Prince’s Building

Central

Hong Kong

CMB Wing Lung Bank Limited
16/F CMB Wing Lung Bank Building
45 Des Voeux Road Central

Hong Kong

China Securities (International) Corporate Finance
Company Limited

18/F

Two Exchange Square

8 Connaught Place

Central

Hong Kong
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Industry Consultant

Independent Property Valuer

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Suite 2504

Wheelock Square

1717 Nanjing West Road

Shanghai

PRC

Jones Lang LaSalle Corporate Appraisal and Advisory
Limited

7/F One Taikoo Place

979 King’s Road

Hong Kong
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus 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 regards to our Group. Our Directors (including any proposed Director who is named
as such in this prospectus) collectively and individually accept full responsibility for the accuracy of
the information contained in this prospectus. 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 in this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING, STRUCTURE AND CONDITIONS OF THE
GLOBAL OFFERING AND PROCEDURES FOR APPLICATION FOR HONG KONG
OFFER SHARES

The Hong Kong Offer Shares are offered solely on the basis of the information contained,
representations made, and on and subject to the terms and conditions set out, in this prospectus and the
GREEN Application Form. 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 the GREEN
Application Form, and any information or representation not contained in this prospectus and the
GREEN Application Form must not be relied upon as having been authorized by our Company, the
Joint Sponsors, the Overall Coordinators, the Joint Global Coordinators, the Capital Market
Intermediaries, 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 Offer 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.

Details of the structure of the Global Offering, including its conditions, are set out in “Structure
of the Global Offering” and the procedures for applying for the Hong Kong Offer Shares are set out in
“How to Apply for Hong Kong Offer Shares” and in the GREEN Application Form.

DOWNWARD OFFER PRICE ADJUSTMENT

We have reserved the right to make a Downward Offer Price Adjustment to provide flexibility
in pricing the Offer Shares. The ability to make a Downward Offer Price Adjustment does not affect
our obligation to issue a supplemental prospectus and to offer potential investors a right to withdraw
their applications if there is material change in circumstances not disclosed in this prospectus.

If it is intended to set the final Offer Price at more than 10% below the low-end of the
indicative Offer Price range, the Withdrawal Mechanism will be applied if the Global Offering is to
proceed.
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UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the GREEN Application Form set out the terms and conditions of the Hong Kong
Public Offering.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the
Overall Coordinators and 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, the Overall Coordinators and the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) agreeing on the Offer Price. The International Offering
is expected to be fully underwritten by the International Underwriters subject to the terms and
conditions of the International Underwriting Agreement, which is expected to be entered into on or
around the Price Determination Date.

If, for any reason, our Company, the Overall Coordinators and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters) are unable to reach an agreement on the Offer Price
on or before Monday, January 16, 2023, the Global Offering will not proceed and will lapse. For full
information about the Underwriters and the underwriting arrangements, see “Underwriting” in this
prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE SHARES

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

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than in Hong Kong, or the distribution of this prospectus and/or the GREEN Application Form
in any jurisdiction other than Hong Kong. Accordingly, this prospectus and/or the GREEN
Application Form 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 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 Global Offering 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.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the granting of the listing of, and permission to deal
in, the additional Shares in issue and to be issued pursuant to the Capitalization Issue, the conversion of
the Preferred Shares and the Global Offering (including the additional Shares which may be issued
pursuant to the exercise of the Over-allotment Option).

No part of our Company’s Shares or loan capital is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or proposed to be sought in the near future.
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All the Shares will be registered on the branch register of our Company in Hong Kong in order to
enable them to be traded on the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of, and
permission to deal in, the Shares on the Stock Exchange is refused before the expiration of three weeks
from the date of the closing of the application lists, or such longer period (not exceeding six weeks) as
may, within the said three weeks, be notified to our Company by the Stock Exchange.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence at 9:00 a.m. on
Thursday, January 19, 2023. The Shares will be traded in board lots of 3,000 Shares each. The stock
code of the Shares will be 2306.

ADMISSION OF THE SHARES INTO CCASS

Subject to the granting of the listing of, and permission to deal in, our Shares on the Stock
Exchange and our compliance with the stock admission requirements of HKSCC, our 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 HKSCC chooses. 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 advisors for details of the settlement arrangements as
such arrangements may affect their rights and interests.

All necessary arrangements have been made enabling the Shares to be admitted into CCASS.

REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our principal registrar,
Maples Fund Services (Cayman) Limited, in the Cayman Islands, and our Company’s Hong Kong
register of members will be maintained by our Hong Kong Share Registrar, Computershare Hong
Kong Investor Services Limited, in Hong Kong.

All Offer Shares issued pursuant to applications made in the Hong Kong Public Offering and
the International Offering will be registered on the Hong Kong branch register of members. Dealings in
the Shares registered on our Hong Kong register of members will be subject to Hong Kong stamp duty.
For further details of Hong Kong stamp duty, please seek professional tax advice.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors if they are in any doubt as to the taxation implications of subscribing for, purchasing, holding
or disposal of, and dealing in our Shares (or exercising rights attached to them). None of us, the Joint
Sponsors, the Overall Coordinators, the Joint Global Coordinators, the Capital Market Intermediaries,
the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors or
any other person or party involved in the Global Offering accepts responsibility for any tax effects on,
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or liabilities of, any person resulting from the subscription, purchase, holding or disposal of, dealing in,
or the exercise of any rights in relation to, our Shares.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangement relating to the Over-allotment Option and stabilization are set out in
“Underwriting” in this prospectus.

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 otherwise specified, amounts denominated in Hong Kong dollars and Renminbi have
been translated, for the purpose of illustration only, into U.S. dollars in this prospectus at the following
exchange rates:

HK$1.00: RMB0.8979
US$1.00: RMB6.9861

US$1.00: HK$7.7805

The above exchange rates were quoted by the PBOC for foreign exchange transactions
prevailing on December 20, 2022.

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

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translated English names of Chinese laws and regulations,
governmental authorities, departments, entities, enterprises (including certain of our subsidiaries),
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 names (as appropriate) will prevail.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments, or have been rounded to a set number of decimal places.

Any discrepancies in any table or chart between totals and sums of amounts listed therein are
due to rounding.
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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 an independent industry
report prepared by Frost & Sullivan commissioned by us in connection with the Global Offering.
The information from official government sources has not been independently verified by us, the
Joint Global Coordinators, the Overall Coordinators, the Joint Sponsors, the Capital Market
Intermediaries, the Joint Bookrunners, the Joint Lead Managers, any of the Underwriters, any of
their respective directors and advisors, or any other persons or parties involved in the Global
Offering (excluding Frost & Sullivan), and no representation is given as to its accuracy.

SOURCE OF INFORMATION

We engaged Frost & Sullivan, an independent market research consultant, to conduct an
analysis of, and to prepare a report on, the artist management market, music market and
pan-entertainment market in the PRC for use in this prospectus, for a fee of RMB980,000. The
information from Frost & Sullivan disclosed in the prospectus is extracted from such commissioned
report, and is disclosed with the consent of Frost & Sullivan. Frost & Sullivan is an independent global
consulting firm founded in 1961 in New York and its services primarily include industry consulting,
market strategic consulting and corporate training.

Frost & Sullivan conducted (i) primary research, which involved discussing the status of the
industry with certain leading industry participants; and (ii) secondary research, which involved
reviewing company reports, independent research reports and data based on its own research database.
Frost & Sullivan adopted the following primary assumptions while making projections that: (i) global
social, economic and political environment shall remain stable in the forecast period; (ii) purchasing
power shall continue to rise rapidly in emerging regions and to grow steadily in developed regions; and
(iii) related industry key drivers shall drive the market in the forecast period. The Frost & Sullivan
report used 2021 as the base year for research.

ASIAN ENTERTAINMENT MARKET AND CHINA’S PAN-ENTERTAINMENT MARKET
Asian Entertainment Market

The Asian entertainment market mainly consists of four sectors, namely drama series, variety
programs, digital music and movies. With the digitalization trend and audience’s increasing demand
for premium entertainment content, the Asian entertainment market has experienced steady growth, the
market size of which expanded from approximately US$98.3 billion in 2017 to approximately
US$106.8 billion in 2019, at a CAGR of 4.2% between 2017 and 2019. The size of the Asian
entertainment market experienced a slight decrease to US$97.8 billion in 2020, primarily due to the
disruption to the movie market resulting from the COVID-19 pandemic. The size of the Asian
entertainment market increased to approximately US$108.2 billion in 2021 along with the gradual
recovery from the negative impact of the COVID-19 pandemic. The size of the Asian entertainment
market is expected to increase to approximately US$131.7 billion in 2026 with a CAGR of 4.0%
between 2021 and 2026, according to Frost & Sullivan.

In the past several years, the robust development of the Asian entertainment market is mainly
driven by the successful establishment and expansion of artist management business, especially in
Japan and Korea. The artist management markets in these two countries are mature and highly
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developed. Leading artist management companies in Japan and Korea leverage their expert-level
industry experience to select talented candidates and generate continuous income under various
monetization models, such as through collaboration with corporate customers and from the audience.
In the long run, leading artist management companies in China are expected to be able to collaborate
with their foreign peers in mature markets and share such resources and experiences in the artist
management industry.

China’s Pan-entertainment Market

China’s pan-entertainment market consists primarily of eight sectors, namely short-form video,
live streaming, drama series, variety program, digital music, movies, online literature, and animation.

Market Size

The pan-entertainment market in China has experienced a rapid growth in the past years
primarily driven by the increase in per capita expenditure of Chinese urban residents on cultural and
entertainment content. The market size increased from approximately RMB299.2 billion in 2017 to
approximately RMB700.3 billion in 2021, at a CAGR of 23.7% between 2017 and 2021, according to
Frost & Sullivan. By 2026, the total market is expected to reach approximately RMB1,345.6 billion, at
a CAGR of 14.0% between 2021 and 2026. The following chart illustrates the actual and forecasted
market size of China’s pan-entertainment market in terms of revenue by sector for the periods
indicated.

China’s Pan-entertainment Market Size Breakdown by Sector
(RMB in billions, 2017-2026E)

Animation Online Literature Digital Music Variety Show Film Market Drama Series M Live Streaming B Short-form Video
1,600.0 1,345.6
1,400.0 1.107.9 1,229.0
1,200.0 977.6

846.6
1,000.0 700.3
288'8 366.2 °14.0 %959 . .
: 299.2 :
> m o m B

200.0 Bl

00 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Short-form Video 14.6 38.2 108.7 155.0 225.5 305.5 383.4 460.9 532.3 597.2
Live Streaming 39.5 54.9 111.2 154.4 193.6 2331 269.0 304.5 338.0 374.2
Drama Series 86.8 94.9 99.6 88.3 90.2 92.6 94.9 97.3 99.6 101.8
Film Market 61.1 69.7 75.7 33.2 58.3 74.3 80.8 87.1 93.2 98.9
Variety Show 60.5 58.9 556.7 54.8 56.4 57.9 59.3 60.7 62.1 63.3
Digital Music 14.2 243 32.6 38.7 44.0 49.5 55.0 60.7 66.5 721
Online Literature 12.9 15.4 20.1 20.5 20.9 21.4 21.9 22.4 22.8 23.1
Animation 9.6 10.0 10.3 111 11.5 12.4 13.2 14.2 14.5 14.8
Total 299.2 366.2 514.0 555.9 700.3 846.6 977.6 1,107.9 1,229.0 1,345.6

Source: China Internet Network Information Center, China Performing Arts Association, International Federation of the Phonographic
Industry, Chinese Musicians’ Association and China Film Administration; experts interviews and desktop research conducted by
Frost & Sullivan.

Key Drivers of China’s Pan-entertainment Market

*  Growing demand for diversified entertainment products. The cumulative effect of rising
disposable income level and living standards fueled the residents’ consumption on
entertainment activities. Driven by the sustainable growth in the demand for diversified
entertainment products, new business opportunities are emerging in the pan-entertainment
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industry in China. The entertainment companies in China proactively explore and cultivate
high quality original IPs in entertainment content and IP-related products, to expand their
entertainment product offerings and attract more audience. This in turn stimulates the
pan-entertainment market in China.

Enriched distribution channels and content dissemination forms. Consumer behaviors in
the pan-entertainment industry gradually change along with the proliferation of digital
technologies. The internet has become a significant promotion platform for business
activities and a major distribution channel in the pan-entertainment industry, due to its
unlimited geographical coverage, inclusivity and promptness. Moreover, the emergence of
short videos, over-the-top platforms and music streaming platforms has enriched the
presentation forms and distribution channels of content products in the pan-entertainment
industry, and made online reading and video watching more enjoyable and convenient.

People’s inclination to pay for premium entertainment products. As the purchasing power
of Chinese residents grows and their awareness of copyright protection increases, they are
more willing and able to pay for the premium or exclusive content and derivative products
tailored to their diverse and personalized tastes. Targeting these consumers, a growing
number of entertainment companies have introduced various high-quality content products
and artist-related merchandise to monetize popular IPs, which drives the growth of the
pan-entertainment market in China.

Future Trends of the China’s Pan-entertainment Market

IP-centered development strategies. Players in China’s pan-entertainment market are
expected to continuously implement the IP-centered development strategies, which
emphasize the stable sources of high-quality IPs and the capabilities to operate and
diversify their monetization approaches. High-quality IPs can attract a large audience base
and thus increase the competitiveness of the market players. Moreover, the high-quality
IPs can be monetized in a wide range of forms which maximize their intrinsic commercial
value. As a result, owners of high-quality IPs have strong capabilities to obtain
investments and resources to develop more quality IPs and outperform their competitors.
There is a trend for the market players in pan-entertainment market to adhere to the
IP-centered development strategies to further intensify their own competitive advantage in
the following years.

Extensive and diversified monetization approaches. Currently, revenue of the
pan-entertainment products is primarily generated from advertising, licensing and
IP-related and artist-related merchandise. Along with their growing purchasing power,
audience in China are willing and able to pay for the premium content and IP-related
products, providing new momentum for the pan-entertainment industry. The IP owners or
operators will proactively seek new ways to expand their product and content offerings to
cater for the evolving needs of the audience, so that the monetization approaches of
pan-entertainment content will be further diversified.

Cohesive collaboration and synergy effect. China’s pan-entertainment market consists of
diversified sectors, including variety programs, drama series, digital music, movies, short-
form videos, live streaming, online literature and animation. The development of these
sub-segments is not independent from each other. Specifically, leveraging premium
contents, these sub-segments are cohesively evolving and organically integrating with
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each other. For instance, the musical works derived from variety programs could be
monetized through digital music platforms; the popular movies could be adapted into
drama series; and some contents could be distributed to more audience through short-form
videos. The synergy effect from the sophisticated integration among various quality
contents is expected to transform the pan-entertainment market into a new stage featured
with intercorrelation and symbiosis of value sharing and content linkage, which ultimately
contributes to building up an IP ecosystem.

ARTIST MANAGEMENT MARKET IN CHINA

Artist management market in China is a significant part of China’s pan-entertainment market
and contributes to the robust development of China’s pan-entertainment market. According to Frost &
Sullivan, artist management refers to professional service offered by experienced artist management
companies or agencies, focusing on (i) exploring and cultivating artists with potential and talent, (ii)
providing professional trainings and management to artists, and (iii) assisting artist to promote their
popularity. The typical business model of the artist management companies is mainly to share with
their managed artists the income generated from commercial activities, musical works, variety
programs, drama series, movies and other business activities.

Artist management companies invest in cultivation and training of their managed artists, and
engage these well-trained professionals in commercial activities and content production activities to
produce high-quality contents, including digital music, movies, drama series, and variety programs.
The premium contents stimulate the audience’s willingness to pay for such premium entertainment
content, driving the growth of overall pan-entertainment industry in China.

According to Frost & Sullivan, artists management companies can be classified into four
categories, namely (i) professional artist management companies, (ii) platform-based artist
management companies, such as leading media platforms in China with artist management business,
(ii1) artist management studios and (iv) content-based artist management companies, such as
entertainment content production companies with artist management business. Professional artist
management companies explore and cultivate potential artists through systematic and professional
training to increase the artists’ popularity and realize their commercial value. Leveraging their
substantial market influence, leading media platforms in China also provide artist management services
to artists. Artist management studios are established for a specific artist and focus on increasing this
artist’s market popularity and maximizing his or her commercial value. Content-based artist
management companies manage artists to support the production and distribution of entertainment
content, especially drama series and music content.
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Market Size

The following chart sets forth the actual and forecasted size of the artist management market in
China in terms of revenue generated by artist management companies for the periods indicated.

Size of Artist Management Market, China
(RMB in billions, 2017-2026E)

CAGR 2017-2021 2021-2026E
Artist Management -0.7% 12.8%
1M11.7
100.5
90.2
696 80.6
68.5 .
63.0 61.2

} ] I I I

2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

Source: NRTA, China Film Administration; experts interviews and desktop research conducted by Frost & Sullivan.

The market size of the artist management industry in China experienced a moderate growth at a
rate of 8.8% from approximately RMB63.0 billion in 2017 to approximately RMB68.5 billion in 2018.
The market size decreased to approximately RMBS58.3 billion in 2019, mainly due to the specific
requirements imposed by the regulatory authorities at the end of 2018 on the proportion of artists’
salaries in the total investment in movies and drama series. In the long run, however, such regulatory
requirements are conducive to the balanced development of the market. Moreover, the outbreak of
COVID-19 in 2020 temporarily affected artists’ work arrangement, such as the filming of movies,
drama series and other TV programs, as well as offline promotion activities. As a result, the market
size of the artist management industry in China decreased to approximately RMB52.3 billion in 2020.
In 2021, the artist management industry gradually recovered from the pandemic of COVID-19.
Meanwhile, fueled by the continuous development of professional artist management systems, the
increasing demand for talented artists by content production companies, as well as diversified
monetization channels, the market size of the artist management industry in China increased to
approximately RMB61.2 billion in 2021.

According to Frost & Sullivan, the size of the artist management market in China is expected to
reach approximately RMB111.7 billion by 2026, at a CAGR of 12.8% between 2021 and 2026, fueled
by the development of professional artist management systems, proliferation of digital channels to
compete for audience as well as diversified monetization channels.

Key Drivers of Artist Management Market in China
The primary drivers for the artist management market in China include the following:

o The prosperity of the entertainment industry in China. The cumulative effect of rising
disposable income level and continuous urbanization fueled the residents’ consumption on
entertainment activities. The audience, especially the young audience, of entertainment
programs have increased their spending in concerts, performing events, consumer products
and business activities that involve the artists they adore. Entertainment companies
proactively invest resources in developing and nurturing communities for their target
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audience to actively and positively interact with their adored artists. To reinforce the
audience’s affinity to the artists and such communities, these entertainment companies
also explore to collaborate with consumer product brands to produce artist related
merchandise. All these in turn fuel the market growth in the artist management market in
China.

Artists’ increasing demand for professional artist management companies. It is essential
and critical for talented artists to obtain professional and systematic career management to
achieve a greater success in their career. On one hand, the professional training programs,
including expertise improvement courses, personal marketing plans and career guidance,
effectively enhance the artists’ professional competency and reinforce their competitive
edges. On the other hand, compared to independent artists, the talent associated with
professional management companies or agencies have more advantages in competing for
the limited resources in the entertainment industry. Therefore, the increasing demands for
professional and systematic management from potential and existing artists give rise to the
market growth in the artist management industry in China.

Engagement of diversified market players. Certain established entertainment content
production companies have accumulated rich experience in artist management business
and more entertainment content production companies are entering the artist management
market. These companies nurture their internal talent pool to better manage the costs for
the performance of artists and reinforce their competitive advantages. By executing such
strategy, they can produce contents in a flexible manner within their budget, improve the
expertise of their own talent and strengthen their marketing capabilities. Meanwhile, some
well-established media platforms have recently begun to step into the artist management
market to enhance their competitive edge, aiming to lay a solid foundation for further
development of their businesses. The diversification of artist management companies in
the market accords with the growing demand for comprehensive and personalized artist
management services, which finally benefits professional artist management companies
and promotes their business growth.

Future Trends of Artist Management Market in China

Talent-centered and market-oriented players to stand out. The Chinese artist management
market is undergoing periodic fluctuations due to the implementation of more stringent
regulatory policies. Such enhanced supervision will ultimately guide the market to a
standardized and rational stage of development. Professional artist management
companies adopt talent-centered and market-oriented business strategies. They would be
more likely to outperform players who cannot adapt to the ever-changing environment in
competition for market recognition and audience satisfaction. Professional artist
management companies will continuously provide customized services across many
aspects such as casting, training and marketing, to fully exploit their artists’ potential and
thus build up their market reputation. Meanwhile, professional artist management
companies will actively keep track of the audience’s changing preferences and tastes to
effectively market their artists, aiming to secure more commercial opportunities for artists.

Audience’s rational evaluation of artists. Along with the standardization of the artist
management market in China, the evaluation of artists gradually returns to rationality.
Both the market and audience would value performance and professionalism of the artists
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and quality of the content. They place an emphasis on the essential specialized skills and
professionalism of the artists during the process of casting and bidding. The market and
audience also expect artists with expertise to play a positive role in guiding their followers.
Such rational evaluation of artists helps create a sustainable competition environment in
the artist management industry.

Integrating diversified resources to discover and manage artists. The channels for
discovering potential artists tend to be diversified along with the rise of short-form video
and live broadcasting platforms. The artist management companies can approach a greater
number of potential artists at a lower cost through these free and open channels.
Meanwhile, an increasing number of artist management companies actively cooperate with
art institutes and academies to offer systematic and professional training courses, aiming
to incubate and excavate potential artists at a relatively early stage. Moreover, a number of
artist management companies seek cooperation horizontally with other market players to
jointly manage artists and trainees, which could optimize the synergy effect, utilize
resources reasonably, reduce operating costs and maximize investment returns. The artist
management companies also collaborate closely with media platforms, short video
platforms, social media platforms and high fashion brands to get wide media coverage for
the artists, increase their public exposure and enhance their market influence.

Entry Barriers of China’s Artist Management Market

The entry barriers of the artist management market in China consist of:

Professional expertise. Along with the further development of China’s artist management
market, the one-stop providers of integrated artist management services, including but not
limited to the professional training and customized career path plans, become increasingly
popular for talented artists and more competitive in the artist management market.
Experienced market players usually have substantial practical experience in various
aspects, and some large-scale companies have established their own in-house professional
teams to effectively protect artists’ interest and public image.

Industry knowledge. Market experience, including the capability to cooperate with other
market players to promote artists, the ability to identify talented artists, and the keen
insight to follow the latest market trends and audience preferences, is extremely critical for
artist management companies to outperform their competitors.

Integration of resources. The ability to integrate and coordinate resources is an essential
competitive edge for experienced artist management companies. Artists who cooperate
with such companies can get more publicity and achieve greater influence on the audience
through various entertainment content and distribution channels. Experienced artist
management companies have great advantages in coordinating resources among domestic
and international brands, content producers, media platforms and music service providers
and are more likely to secure opportunities for their artists, which brings great challenges
for new entrants in attracting and retaining talented artists.

Brand image. Certain companies in China’s artist management industry have established
solid reputation and been widely recognized by the market and audience. Under such
circumstance, talented artists and artist candidates are more likely to cooperate with these
well-established artist management companies to achieve a successful career. In addition,
the brand effect empowers these well-established companies to acquire opportunities of
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different business projects including production of musical works, variety programs,
drama series and movies, and participation in endorsement deals and other commercial
events. The existing market players normally accumulate their competitive edges in brand
image over time, which inevitably poses an entry barrier for new entrants.

Competitive Landscape of Artist Management Market in China

According to Frost & Sullivan, the artist management market in China is highly competitive
and fragmented. There were more than 1,200 players in this market as of December 31, 2021,
including certain large entertainment content production companies with artist management business,
according to Frost & Sullivan. The size of China’s artist management market was approximately
RMB61.2 billion in 2021. The top five artist management companies generated an aggregate revenue
of RMB3.4 billion in 2021, representing approximately 5.5% of the total market share for the same
year.

In China, we compete with other professional artist management companies, platform-based
artist management companies, content-based artist management companies and artist management
studios. Platform-based artist management companies focus on providing quality and diverse content
on their platforms to increase the number of subscribers. Content-based artist management companies
focus on the production and distribution of premium content. These two types of artist management
companies operate artist management business and cultivate their own managed artists in order to
supplement their core businesses. In contrast, the core business of professional artist management
companies is to identify, train and promote talented trainees to become established artists leveraging
their professional artist training and operation capabilities and rich industry resources. The revenue
scale of the artist management business of the platform-based and content-based artist management
companies is normally smaller than that of professional artist management companies. As a result, in
terms of revenue generated from the artist management business in 2021, among all the artist
management companies in China, we ranked first with a market share of approximately 1.9%. The
following table sets forth the top five artist management companies in China in terms of revenue
generated from the artist management business in 2021, which are all professional artist management
companies.

Top Five Artist Management Companies in China in Terms of Revenue in 2021

Revenue of Artist
Management Business
Ranking Company Identity and Background (RMB in millions) Market Share

1 Our Company A culture and entertainment platform 1,174.8 1.9%
comprising three complementary businesses
of artist management, music [P production
and operation, and pan-entertainment
business, with 69 managed artists as of the
Latest Practicable Date

2 Company A A diversified entertainment company which 800.0 1.3%

used to be listed on the NEEQ and currently
is an associated company of an A-share
listed company, focusing on movie and
drama  series production and artist
management, with  approximately 25
managed artists, who are mainly actors, as of
December 31, 2021
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Ranking

Company

Identity and Background

Revenue of Artist
Management Business
(RMB in millions)

Market Share

3

5

Company B

Company C

Company D

A private professional culture company
integrating large-scale performance arts,
trainee cultivation, artist management and
corporate image and cultural planning, with
approximately 25 to 30 managed artists, who
focus on singing and dancing, as of
December 31, 2021

A private entertainment company focusing
on the cultivation of the new artist culture
via the internet and social media, with
approximately 150 to 180 managed artists,
who focus on singing and dancing, as of
December 31, 2021

A private integrated pan-entertainment
company covering artist management,
movies and drama series investment and
production, incubation of trainees, concert
production and entertainment marketing,
with approximately 12 to 15 managed artists,
who are mainly actors, as of December 31,
2021

Source:  Experts interviews conducted by Frost & Sullivan.

MUSIC MARKET IN CHINA

550.0

450.0

400.0

0.9%

0.7%

0.7%

The music market in China consists of music copyright licensing market, digital music market

and physical music market. Music copyright refers to a legal right created by the law of a country
which grants the creator of an original piece of music exclusive rights for its use and distribution.
Music copyright owners acquire income from royalties and fees collected during the process of music
content creation and distribution. Digital music refers to the music stored on and downloaded from
music streaming platforms in the form of data. Digital music is convenient, and music in the digital
form can maintain high quality over time. Physical music takes the form of physical music albums,
cassettes and other physical forms.
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Market Size

The following chart sets forth the actual and forecasted size of the music market in China in
terms of revenue by category for the periods indicated.

Music Market Breakdown by Category, China
(RMB in billions, 2017-2026E)

CAGR Total Physical Music Digital Music Music Copyright Licensing
2017-2021 33.5% -7.8% 32.6% 37.5%
2021-2026E 11.8% -3.6% 10.4% 14.5%
140.0 m Digital Music Music Copyright Licensing Physical Music 116.4
120.0 106.5 )

96.3
122.2 66.6 762 -
: 57.3
60.0 . 48.3 . l I I
40.0 21.0 .
w2 m B
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2017 2018 2019 2020 2021 2022E 2023F 2024E 2025 2026E
Digital Music 142 243 32.6 38.7 44.0 495 55.0 60.7 66.5 72.1
m‘g;ﬁgpy”ght 6.2 11.2 15.3 18.2 223 26.4 30.8 353 39.7 43.9
Physical Music 0.5 0.4 0.4 0.4 0.4 0.4 0.3 0.3 0.3 0.3
Total 21.0 35.9 483 57.3 66.6 76.2 86.1 9.3 106.5 116.4

Source: International Federation of the Phonographic Industry, Chinese Musicians’ Association, Music Copyright Society of China and
China Audio-Video Copyright Association; experts interviews and desktop research conducted by Frost & Sullivan.

The total size of the music market in China increased from approximately RMB21.0 billion in
2017 to approximately RMB66.6 billion in 2021, at a CAGR of 33.5% between 2017 and 2021. The
substantial growth was primarily fueled by the fast expansion of digital music and music copyright
markets in China during the same period. According to Frost & Sullivan, the total size of the music
market in China is estimated to reach approximately RMB116.4 billion by 2026 with a CAGR of
11.8% between 2021 and 2026.

Music Copyright Licensing

Due to the improved copyright protection environment, the size of music copyright licensing
market in China grew exponentially, increasing from approximately RMB6.2 billion in 2017 to
approximately RMB22.3 billion in 2021, at a CAGR of 37.5% between 2017 and 2021. As China
continues to regulate the licensing and sub-licensing of music content, users will be further required to
pay for licensed music content, therefore increasing royalties. The music copyright licensing market is
expected to reach approximately RMB43.9 billion by 2026, at a CAGR of 14.5% between 2021 and
2026, according to Frost & Sullivan.

Digital Music and Physical Music

The size of digital music market experienced impressive growth, driven by the audience’s
increasing willingness to purchase digital music content, increasing from approximately RMB14.2 billion
in 2017 to approximately RMB44.0 billion in 2021 at a CAGR of 32.6% between 2017 and 2021.
According to Frost & Sullivan, the size of the digital music market may reach approximately
RMB72.1 billion in 2026 at a CAGR of 10.4% between 2021 and 2026. In contrast, the size of physical
music market decreased from approximately RMBO.5 billion to approximately RMBO0.4 billion between
2017 and 2021 as a result of the rapid development of the internet and mobile technologies, and may
decrease to approximately RMB0.3 billion in 2026, according to Frost & Sullivan.
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Key Drivers of Music Market in China

The primary drivers for the music market in China include the following:

Boom of music content to satisfy diverse demand. Empowered by various and distinctive
listeners’ appetites, the development of the music content supply shows the dynamic in
genres and quantity of musical works. Since music genres often appeal to specific cultures,
demographics and occasions, the variety of music genres can cater to more daily scenarios
such as fitness, driving and social events, leading the industry to boom in the past decades.

Digital music as a major contributor. The shift towards digital music products and
services fueled the prosperity of the music copyright operation market, despite decreasing
sales of physically distributed music records such as cassettes and CDs. As a typical and
popular type of digital music products, digital music albums boom for its real-time and
private listening features. The valuable data of the target listeners of these digital albums
gathered on various digital music platforms have become increasingly significant for
marketing and sales of musical works and music IP-related products.

Increasing willingness to pay for premium content. Along with the enhancement in
copyright protection awareness in China, audiences on digital music platforms have
become more willing to pay for high quality and personalized music content. To attract
and retain their audience, major digital music platforms are dedicated to spending heavily
on music contents upon music copyright procurement to maintain their competitive
advantages in user stickiness and product differentiation. Moreover, digital music
platforms have been striving to improve intellectual property recognition through
cultivating users’ purchasing habits, which helps the overall industry prosper.

Diversified monetization channels of digital music. Along with technology innovation and
upgrade, various distribution channels such as music streaming platforms and short video
platforms popularize and gradually supersede physical record stores, bringing more
convenience and accessibility to music consumers. Also, these new distribution channels
have restructured and diversified the industry revenue structure with the emerging digital
music licensing royalties from sublicensing to drama series and movie production and
video game soundtrack.

Future Trends of Music Market in China

Differentiated products and services. The success of the digital music platforms will
primarily depend on their capability of anticipating users’ preferences to provide
customized online music services and driving users’ engagement. By providing live
streaming services, developing online karaoke apps and delivering distinctive music
contents, the digital music platforms aim to enhance users’ experience, increase their
willingness to pay and improve their stickiness to the platforms.

Diversified distribution channels and models. Nowadays various musician management
models emerge. Top musicians with greater bargaining power and autonomy in music
production tend to produce their own music content in cooperation with musician
management agencies, while some musician management agencies standardize the
training process to promote musician groups towards market on a regular basis by variety
programs or public performances. Also, independent musicians and bands are growing
considerably due to the booming of short video channels and variety music programs,
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since the internet has become a viable vehicle to lower the threshold of self-promotion and
self-distribution. Leveraging diversified distribution channels and musician management
models, new joiners in the music industry can get more exposure to the public and gain
popularity more easily.

*  Integrated value chain. Top music publishers and distributors tend to participate in the
entire value chain of the music market in order to improve cost efficiency. Major music
distributors, particularly digital music platforms, generally acquire the copyrights of the
entire spectrum of the top listed music through contracting or incubating upstream music
content creators. As to the downstream, music publishers and distributors apply multiple
monetization models of music copyrights, such as investing in music variety programs and
theatrical movies and licensing music IPs to resorts and online games, to increase their
revenue.

THE VIRTUAL ARTISTS MARKET IN CHINA

Virtual artists are computer-generated animated figures to be influencers and come out as
metaverse characters with augmented reality and virtual reality technologies. Developers use advanced
animation and rendering technologies to produce characters with finely detailed facial expressions and
body movements. For tasks such as attending live streaming events, the developers typically need to
engage human actors. The actors’ movements, sound and expressions are reflected on the virtual artist
by using motion capture technology or software. There can be one or more human actors behind a
virtual artist. Typically, there is no direct association between the image and identity of the virtual
artists and those of the human actors. Virtual artists play various roles such as singers, bands, key
opinion leaders/influencers, and broadcasters, which are related to existing IPs, virtual counterparts of
human artists, or avatars of consumer brands.

Virtual artists have become prevalent in recent years. Virtual artists can perform alongside real-
life artists on stage and to attend talk shows or interviews like real-life artists. Virtual artists have also
been invited to promote products on live streaming platforms, similar to what real-life artists and
celebrities can do. Virtual artists have been monetized for various commercial activities such as brand
endorsements, live broadcasts, live concerts and marketing campaigns.

Through technical methods, artist management companies can make timely adjustments to the
public images and professional skills of their virtual artists to capture the latest changes in public taste
and market preference and maintain their popularity. The contents performed by virtual artists can be
tailored to the needs of brands or the audience. Moreover, virtual artists are more accessible to the
audience and can interact with their followers actively. Finally, virtual artists can break through the
limitations of time and space, appearing 24/7 on multiple channels. As a result, brands, content
producers and media platforms are more inclined to initiate business cooperation with virtual artists.

In the future, as technology advances, virtual artist’s popularity can be further promoted and
they possibly interact with people via an avatar.
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OVERVIEW

We ranked first among artist management companies in China in terms of revenue from artist
management in 2021, according to Frost & Sullivan. Our Group’s history can be traced back to July
2009, when Yuehua Limited, a principal operating subsidiary of the Group, was founded by Ms. Du,
our executive Director, chairlady of the Board and Controlling Shareholder. We have been led by
Ms. Du, who has over 12 years of experience in the entertainment industry in the PRC. For details of
her biography, see “Directors and Senior Management.”

Our Company was incorporated as an exempted company with limited liability in the Cayman
Islands on June 10, 2021 in preparation for the Global Offering.

KEY MILESTONES

The following table summarizes the key milestones in our operational history.

Year Milestone

2009 Yuehua Limited, one of our major subsidiaries, was established

2011 Tianjin Yuehua and Tibet Yuehua, our major subsidiaries, were established

2014 We started to operate our business in Korea

2014 UNIQ debuted and released its first single “Falling in Love”

2018 NEXT debuted and released its first album “THE FIRST”

2019 EVERGLOW debuted and released its first album “ARRIVAL OF EVERGLOW”
2020 A-SOUL debuted and released its first single “Quiet”

2021 NAME debuted and released its first single “Say My Name”

2022 TEMPEST debuted and released its first album “It’s ME, It’s WE”

OUR MAJOR SUBSIDIARIES

The principal business activities and the place and date of establishment of each member of our
Group that made a material contribution to our results of operation during the Track Record Period are
shown below.

Place of Principal business Date of
Name of company establishment activities establishment
Yuehua Limited PRC Artist management and July 3, 2009
copyrights management
Tianjin Yuehua PRC Artist management August 1, 2011
Tibet Yuehua PRC Artist management December 25, 2011

LISTING ON AND DELISTING FROM NEEQ AND A SHARE LISTING ATTEMPT

On September 22, 2015, shares of Yuehua Limited were listed on the NEEQ under the stock
code 833564 (the “NEEQ Listing”).

On February 26, 2018, having considered that the trading activity, equity liquidity and brand
awareness on the NEEQ may not be able to meet expectation, the board of Yuehua Limited resolved to
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voluntarily delist Yuehua Limited’s shares from the NEEQ, which was duly approved by the then
shareholders of Yuehua Limited. On March 22, 2018, Yuehua Limited was delisted from the NEEQ
(the “NEEQ Delisting,” together with the NEEQ Listing, the “NEEQ Listing and Delisting”) by way of
a voluntary application for delisting. Our Directors are of the view that the decision to delist from the
NEEQ was a commercial and strategic decision made by Yuehua Limited’s directors and in line with
our development needs and the long-term strategic planning in the equity market. There was no
monetary or other consideration offered to the then shareholders of Yuehua Limited in connection with
the NEEQ Delisting.

Following the continued growth in the scale of business of Yuehua Limited and with a view to
tapping into capital markets with a boarder investor base, Yuehua Limited considered to explore the
option of listing on the main board of the Shanghai Stock Exchange (the “A Share Listing Attempt”) in
2018. On March 9, 2018, Yuehua Limited filed the pre-listing tutoring (the “Pre-listing Tutoring”) with
the Beijing Office of the CSRC (B % BB &% B &1t 54 %) in connection with the A Share
Listing Attempt. The sponsor for the A share listing was China Merchants Securities Co., Ltd. (/&
I+ ety A1 A7), the controlling shareholder of China Merchants Securities (HK) Co., Limited which
is one of our Joint Sponsors. The scope of work of the Pre-listing Tutoring mainly included the
provision of trainings to the directors, supervisors, senior management and shareholders holding over
5% equity interest in Yuehua Limited, assisting Yuehua Limited to establish effective internal control
and financial reporting system and such other work in preparation for the proposed A share listing.

Subsequently, having taken into account our long-term business development plan and
financing needs for our further expansion, our Directors considered the Stock Exchange, as an
internationally recognized and reputable stock exchange, to be a more appropriate listing venue that
would provide us with brand recognition and a good platform to access the international equity market
and expand our business. The Directors believe that listing on the Stock Exchange will enable our
Company to have better access to investors on the international market who are more familiar with the
industry that our Company operates in and our business model, and that not to pursue the A Share
Listing Attempt is commercially sensible and in the interest of the long-term development of the
Group. Accordingly, on May 26, 2021, Yuehua Limited voluntarily terminated the Pre-listing
Tutoring.

Our Directors have confirmed that during the period when Yuehua Limited was listed on
NEEQ, Yuehua Limited, its subsidiaries, its directors, and to the best knowledge of the Directors, the
shareholders of Yuehua Limited, (i) had been compliant with applicable laws and regulations in all
material respects, and (ii) had not been subject to any investigations or disciplinary actions by any
regulatory authority nor breached the relevant rules governing the listing of Yuehua Limited on NEEQ
in any material respects.

Our Directors have further confirmed that (i) Yuehua Limited did not submit any formal listing
application in relation to the A Share Listing Attempt to any regulatory authority in the PRC primarily
due to the general market sentiment for companies in the entertainment industry at the time; (ii) the
CSRC did not raise any questions or comments in respect of the A Share Listing Attempt (including
the Pre-listing Tutoring); and (iii) Yuehua Limited did not have any major disagreements with any
professional parties engaged for the A Share Listing Attempt. Save as disclosed above, there is no
other material matter in relation to the A Share Listing Attempt (including the Pre-listing Tutoring) or
the NEEQ Listing and Delisting that needs to be brought to the attention of the Stock Exchange.
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Based on the due diligence work conducted by the Joint Sponsors, nothing has come to the
Joint Sponsors’ attention that would cause them to disagree with the Directors’ views mentioned above
in relation to the compliance record of Yuehua Limited, its shareholders and directors during the
NEEQ Listing and Delisting, or indicate that there were any material issues relating to the A Share
Listing Attempt. The Joint Sponsors are also of the view that there is no other matter arising from the
NEEQ Listing and Delisting and the A Share Listing Attempt (including the Pre-listing Tutoring)
which ought to be brought to the attention of the Stock Exchange.

MAJOR SHAREHOLDING CHANGES OF OUR COMPANY AND OUR PRINCIPAL
SUBSIDIARIES

Shareholding changes of our Company

Our Company was incorporated as an exempted company with limited liability in the Cayman
Islands on June 10, 2021 in preparation for the Global Offering. The authorized share capital of our
Company was US$50,000 divided into 500,000,000 Shares with a par value of US$0.0001 each upon
incorporation. For details of the shareholding of each of the Shareholders of our Company upon
incorporation, see “—Reorganization—1. Incorporation of our Company.”

For subsequent shareholding changes of our Company as part of the Reorganization, see “—
Reorganization” and “—Pre-IPO Investments.”

Shareholding changes of our principal subsidiaries
Yuehua Limited
1. Establishment and Early Corporate Development

Yuehua Limited was established in the PRC on July 3, 2009, with an initial registered capital of
RMB1,000,000, beneficially owned as to 70% and 30% by Ms. Du and Mr. WANG Huan (F#)
(through his nominee Ms. Jiao Xiaofang (£:75)), respectively. After several rounds of equity interest
transfers and capital increase, the shareholding structure of Yuehua Limited as of August 15, 2012 is
set forth below.

Amount of Registered Shareholding
No. Name of Shareholder Capital (RMB) Percentage
I. Ms.Du..................... 960,026 73.41%
2. Mr. WANG Huan® . ......... 239,974 18.35%
3. Tibet Huaguoguo Culture 107,759 8.24%
Technology Co., Ltd. (PG5
AL B A BRZA ) (“Tibet
Huaguoguo™) @ . .............
Total ...................... 1,307,759 100.00%
Notes:

(1) Ms. JIAO Xiaofang, an Independent Third Party, held RMB300,000 registered capital of Yuehua Limited as a nominee shareholder for
the benefit of Mr. WANG Huan at the time of the Yuehua Limited’s establishment. Due to Mr. Wang’s other business commitments, he
designated Ms. Jiao as the registered shareholder of Yuehua Limited. Such nominee arrangement was terminated in August 2012 and
there is no dispute between Ms. Jiao and Mr. Wang in connection with such nominee arrangement.

(2) For the shareholding structure of Tibet Huaguoguo, see“—Reorganization.”

2. Capital Injection in 2012

Yuehua Limited, its then existing shareholders, Zhoushan Dailesi Venture Capital Partnership
(Limited Partnership) (JF LT AISER E B E (AREG%) ) (“Zhoushan Dailesi”, an Independent

115



HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

Third Party) and Xinjiang Rongzheng Private Equity Partnership (Limited Partnership) (7 il & B HET
GEEBEE (ARAY) ) (“Xinjiang Rongzheng”, an Independent Third Party), entered into a capital
increase agreement, pursuant to which Zhoushan Dailesi and Xinjiang Rongzheng subscribed the
increased registered capital of Yuehua Limited of an aggregate of RMB230,781 at a total consideration
of RMB36,000,000. Such consideration was determined by the parties after arm’s length negotiations and
was fully paid on October 12, 2012.

The shareholding structure of Yuehua Limited upon the completion of such capital injection is
set forth below.

Name of Amount of Registered Shareholding

No. Shareholder Capital (RMB) Percentage
I. Ms.Du..................... 960,026 62.40%
2. Mr. WANGHuan ............ 239,974 15.60%
3. Zhoushan Dailesi ............. 115,390.5 7.50%
4. Xinjiang Rongzheng .......... 115,390.5 7.50%
5. Tibet Huaguoguo ............. 107,759 7.00%

Total ...................... 1,538,540 100.00%

3. Transfers of Equity Interest and Capital Injection in 2014

Pursuant to the relevant equity interest transfer and capital injection agreement, dated July 4,
2014: (i) the equity interest of Yuehua Limited was transferred to Shanghai Wentou Investment
Management Co., Ltd. (B CHRBEEHARAA]) (“Shanghai Wentou™”) from Ms. Du, Mr. Wang,
Zhoushan Dailesi and Xinjiang Rongzheng as to 3.37%, 7.87%, 2.25% and 2.25%, respectively, at a
total consideration of RMB132,370,000; and (ii) following the aforementioned equity transfers,
Shanghai Wentou subscribed the increased registered capital of Yuehua Limited of an aggregate of
RMB190,159 at a total consideration of RMB122,360,000. The consideration of the subscription by
Shanghai Wentou was settled on July 24, 2014.

The shareholding structure of Yuehua Limited upon the completion of such equity interest
transfers and capital injection is set forth below.

Name of Amount of Registered Shareholding
No. Shareholder Capital (RMB) Percentage

I. Ms.Du..................... 908,165 52.53%
2. Shanghai Wentou . ............ 432,177 25.00%
3. Mr. WANGHuan ............ 118,965 6.88%
4. Tibet Huaguoguo ............. 107,759 6.23%
5. Zhoushan Dailesi ............. 80,817 4.68%
6. Xinjiang Rongzheng .......... 80,817 4.68%

Total ...................... 1,728,700 100.00%

4. Restructuring and Increase in Share Capital in 2015
On June 1, 2015, Yuehua Limited was converted from a limited liability company into a joint

stock company with limited liability.

According to the audit report prepared by an independent third-party auditor under the PRC
GAAP, as of March 31, 2015, the net asset of Yuehua Limited was RMB170,072,255.94, of which
RMB100,000,000 was converted into 100,000,000 shares with a nominal value of RMB1.00 each, and
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issued to the then shareholders in proportion to their capital contribution in Yuehua Limited. The
remaining amount of the net asset was credited to capital reserve of Yuehua Limited.

On July 15, 2015, upon approval at a shareholders’ general meeting, the share capital of
Yuehua Limited was further increased to RMB110,000,000 as contributed by all then shareholders.

The shareholding structure of Yuehua Limited upon the completion of such restructuring and
increase in share capital is set forth below.

Name of Number of Shareholding
& Shareholder Shares Percentage

I. Ms.Du..................... 57,788,055 52.53%
2. Shanghai Wentou . ............ 27,500,135 25.00%
3. Mr. WANGHuan ............ 7,569,946 6.88%
4. Tibet Huaguoguo ............. 6,856,884 6.23%
5. Zhoushan Dailesi ............. 5,142,490 4.68%
6. Xinjiang Rongzheng .......... 5,142,490 4.68%

Total ...................... 110,000,000 100.00%

5. Listing on and Delisting from the NEEQ and Share Transfers

Shares of Yuehua Limited were listed on the NEEQ on September 22, 2015 and delisted from
the NEEQ on March 22, 2018. For details of the listing on and delisting from NEEQ, see “—Listing on
and Delisting from NEEQ and A Share Listing Attempt.”

In August 2018, Ms. Du transferred 5,489,000 shares of Yuehua Limited to Beijing Quantum
Jump Technology Co., Ltd. (Atx&E TREFHLARAF) (“Quantum Jump”), one of our Pre-IPO
Investors, at a total consideration of RMB124,750,000, details of which are set forth in “—Pre-IPO
Investments” below. On August 3, 2018, Ms. Du entered into share transfer agreements with
11 shareholders of Yuehua Limited (who became shareholders of Yuehua Limited during its listing on
the NEEQ) separately to purchase their shares of Yuehua Limited at a total consideration of
RMB49,962,480. All of the 11 shareholders are Independent Third Parties and none of them held more
than 0.5% of shares of Yuehua Limited before such share transfers.

On July 24, 2020, Shanghai Kunling Network Technology Partnership (Limited Partnership)
(L R A B A (ARAH) ) (“Shanghai Kunling™) separately entered into share transfer
agreements with Xinjiang Rongzheng, Zhoushan Dailesi and CMC, pursuant to which Shanghai
Kunling acquired an aggregate of 21,284,980 shares of Yuehua Limited at a total consideration of
RMB307,250,000. In addition, on July 24, 2020, Ms. Du entered into a share transfer agreement with
Mr. WANG Huan, pursuant which Ms. Du acquired an aggregate of 586,667 shares of Yuehua Limited
at a total consideration of RMBS,000,000.
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The shareholding structure of Yuehua Limited upon the completion of the aforementioned

share transfers is set forth below.

Name of Number of Shareholding
No. Shareholder Shares Percentage

I. Ms.DUHua................. 53,015,722 48.20%
2. Shanghai Kunling® . .......... 21,284,980 19.35%
3. CMCO® ..o 16,500,135 15.00%
4. Tibet Huaguoguo ............. 6,856,884 6.23%
5. Mr. WANGHuan ............ 6,624,279 6.02%
6. QuantumJump ............... 5,489,000 4.99%
7. Mr. FANG Shaojun ........... 200,000 0.18%
8 Mr. XIAOFei ............... 29,000 0.03%

Total ................... ... 110,000,000 100.00%

Notes:

(1) For the shareholding structure of Shanghai Kunling, see “—Reorganization.”

(2) In 2018, Shanghai Wentou transferred all share capital it held in Yuehua Limited to CMC, one of its affiliates.

6. Strategic Investments by Financial Investors

From July 2014 to February 2022, Yuehua Limited completed several strategic investments,
details of which are set forth in “—Pre-IPO Investments” below.

There have not been any major shareholding changes in other major subsidiaries of the

Company since their respective incorporation.

MAJOR ACQUISITIONS, DISPOSALS AND MERGERS

We have not conducted any acquisitions, disposals or mergers since our inception that we

consider to be material to us.
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In preparation for the Global Offering, we underwent the following Reorganization before the
listing:

I. Step 1: Incorporation of our Company, offshore subsidiaries and our WFOE
Incorporation of our Company

On June 10, 2021, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability and the ultimate holding company of our Group, as part of the
Reorganization. Upon incorporation, the authorized share capital of our Company was US$50,000
divided into 500,000,000 Shares with a par value of US$0.0001 each. For the purpose of reflecting the
existing individual shareholders’ investments in Yuehua Limited before the Reorganization, on the
same day, our Company allotted and issued certain Shares at par value to the offshore holding vehicles
designated by certain of the then existing individual shareholders of Yuehua Limited (collectively, the
“Individual Holder Entities”) and the details of the number of Shares issued are set out in the table
below.

Name of Shareholder Number of Shares
DING GUOHUA LIMITED O e 58,108,105
Bloom Joy Capital Profit Limited @ . ... ... .. 6,624,279
QINGDINGDANG LIMITED @) . . e e e 3,827,984
POWER JOY PLUS LIMITED @ e 2,721,497
Changyang Limited O . .. ... 200,000
UPXF GROUP LIMITED © . . . . e e 29,000
Total ... 71,510,865
Notes:

(1) At the time of the incorporation of the Company, DING GUOHUA LIMITED was wholly owned by HuaDingGuo Limited., which was
in turn wholly owned by Ms. Du.

(2) Bloom Joy Capital Profit Limited is wholly owned by Mr. WANG Huan (£ #).

(3) At the time of the incorporation of the Company, QINGDINGDANG LIMITED was wholly owned by DingDangQing Limited, which
was in turn wholly owned by Mr. Sun.

(4) POWER JOY PLUS LIMITED is wholly owned by Mr. HAN Geng (¥ 5%).

(5) Changyang Limited is wholly owned by Mr. FANG Shaojun (J5 8 5).

(6) UPXF GROUP LIMITED is wholly owned by Mr. XIAO Fei (¥ 7).

Incorporation of Yuehua BVI and Yuehua HK
On June 22, 2021, Yuehua BVI was incorporated in BVI and issued one ordinary shares to our

Company, being its sole shareholder.

On July 6, 2021, YH Entertainment Group (HK) Limited was incorporated as a limited liability
company in Hong Kong. It issued and allotted 10,000 ordinary shares to Yuehua BVI, being its sole
shareholder.

Incorporation of the WFOE

On September 24, 2021, our WFOE was incorporated as a limited liability company in the PRC
with YH Entertainment Group (HK) Limited as the sole shareholder. The authorized share capital of
the WFOE is RMB200,000,000.

1I. Step 2: Investment by Joinstar Asia (HK) Limited

On August 30, 2021, Mr. WANG Huan (E£#X) transferred an aggregate of RMB1,100,000
registered capital, which represents 1.00% of the then registered capital of Yuehua Limited, to Joinstar
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Asia (HK) Limited (“Joinstar HK”) at a consideration of RMBS&,000,000. The consideration was
determined with reference to the net asset value of Yuehua Limited as of June 30, 2021. Joinstar HK is
wholly owned by Joinstar Asia Limited, a BVI incorporated company, which is in turn wholly owned
by Mr. Nick Ning Yang (#%), an Independent Third Party. Following such share transfer, Yuehua
Limited was converted from a domestic company into a sino-foreign joint venture company. For
details, see “—Pre-IPO Investments.”

III.  Step 3: Acquisition of Yuehua Limited by the WFOE

On December 30, 2021, Ms. Du, Mr. WANG Huan, Mr. FANG Shaojun, Mr. XIAO Fei,
Huarenwenhua Co., Ltd. (FEASALFREILAF]) (“CMC”, an affiliate of Shanghai Wentou), Tibet
Huaguoguo, and Shanghai Kunling, transferred an aggregate of RMB86,911,000 registered capital of
Yuehua Limited to our WFOE at a total consideration of RMB344,554,575.91, which was determined
with reference to the net asset value of Yuehua Limited as of October 31, 2021 and previous
investment cost of Shanghai Wentou. The consideration was fully settled on December 27, 2021.
Immediately after such transfer, Yuehua Limited was owned as to 79.01% by our WFOE, 15.00% by
Zhejiang Dongyang Alibaba Pictures Co., Ltd. (#i7LA 50 B B 52 EA RAF]) (“Dongyang Alibaba
Pictures”), 4.99% by Quantum Jump, and 1.00% by Joinstar HK.

On January 30, 2022, Dongyang Alibaba Pictures and Quantum Jump transferred their
respective entire equity interest in Yuehua Limited to our WFOE at a consideration of
RMB277,500,000 and RMB124,750,000, respectively, which was determined with reference to their
respective previous investment costs. The consideration was fully settled on February 7, 2022.
Immediately after such transfers, Yuehua Limited was owned as to 99.00% by our WFOE and 1.00%
by Joinstar HK.

IV.  Step 4: Issuance of Shares by our Company and Capital Injection by Individual Holder
Entities

On January 28, 2022, the authorized share capital of the Company was changed to US$50,000,
as divided into (i) 461,510,865 Shares; (ii) 16,500,135 Series A-1 Preferred Shares; (iii) 5,489,000
Series A-2 Preferred Shares; and (iv) 16,500,000 Series A-3 Preferred Shares, each of a par value of
US$0.0001 each.

To mirror the onshore shareholding structure of Yuehua Limited, 1,100,000 ordinary Shares of
our Company were issued to DIAMOND HAMMOCK LIMITED (a BVI incorporated company
wholly owned by Mr. Nick Ning Yang) on January 28, 2022. In consideration for such issuance, Mr.
Nick Ning Yang transferred all of his equity interest in Joinstar Asia Limited to Yuehua BVI on
January 30, 2022. In addition, 1,100,000 ordinary Shares of our Company held by Bloom Joy Capital
Profit Limited (an SPV wholly owned by Mr. WANG Huan (F#()) were canceled to mirror the share
transfer in Step 2 as part of the Reorganization.

Subsequently, as part of Reorganization, the offshore affiliates of CMC, Quantum Jump and
Dongyang Alibaba Pictures entered into a share subscription agreement with the Company for the
subscription of 16,500,135 Series A-1 Preferred Shares, 5,489,000 Series A-2 Preferred Shares and
16,500,000 Series A-3 Preferred Shares, respectively. The Shares were issued on January 28, 2022 and
the consideration for such subscriptions has been fully settled.

In addition, the Individual Holder Entities made capital contribution in the amount of
approximately US$31.9 million into the Company as share premium.
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The consideration received by the Company for the abovementioned subscriptions and capital
contribution approximate to the consideration paid by our WFOE in Step 3.

V. Share Incentive Plan

On December 10, 2021, our Company adopted the Share Incentive Plan in order to motivate,
attract and encourage certain officers, managers, employees, directors and other eligible persons
(including any advisor, consultant, customer, supplier, or other third parties who the Chief Executive
Officer considers, in its sole discretion, has contributed or will contribute to the Group). On the basis
that the existing laws and administrative regulations of the PRC and those officially proposed and
announced by competent authorities do not prohibit or restrict the granting of share awards to
participants eligible under the Share Incentive Plan, our PRC Legal Advisor is of the view that the
granting of awards pursuant to the Share Incentive Plan do not contravene the current effective and the
aforesaid proposed laws and administrative regulations of the PRC.

Pursuant to the Share Incentive Plan, the maximum number of Shares in respect of which
awards may be granted shall not exceed 5,790,000 Shares. On December 10, 2021 and March 4, 2022,
1,542,500 Shares and 4,247,500 Shares were issued to two Share Incentive Plan Trusts of our
Company, the original trustee of which are ARK Trust (Hong Kong) Limited and LIGHTSTONE
TRUST (HONG KONG) LIMITED, respectively, as reserve for the grant or vesting of awards under
the Share Incentive Plan. As of the Latest Practicable Date, an aggregate of 5,790,000 outstanding
RSUs in respect of all 5,790,000 Shares available under the Share Incentive Plan had been granted to
22 eligible participants pursuant to the Share Incentive Plan. As such, no further RSUs are available for
grant under the Share Incentive Plan after Listing.

For further details of the Share Incentive Plan, including the number and identities of the
directors and/or senior management who were granted with share awards, and the dividend and voting
right arrangement in relation to the Shares held by the trustees, see “Statutory and General Information
—D. Share Incentive Plan” in Appendix V to this prospectus.

VI.  Dismantlement of Contractual Arrangements

On August 30, 2021, Ms. Du and Mr. Sun collectively acquired 100% of the equity interest in
Horgos Yuehua from Yuehua Limited. As a result, Horgos Yuehua was owned as to 51% and 49% by
Ms. Du and Mr. Sun, respectively. On the same date, we adopted a series of contractual arrangements
among Yuehua Limited, Horgos Yuehua, Ms. Du and Mr. Sun in order to exercise and maintain
control over the operation of Horgos Yuehua and to obtain economic benefits from Horgos Yuehua.
Horgos Yuehua engages in production and investment in variety program, movies and drama series, in
which foreign investors are prohibited from holding any equity interests under the Special
Management Measures (Negative List) for the Access of Foreign Investment (2021 Version) (JM &
WEARE IS PRI (BT VS BE) (202 14FhR).

During the Track Record Period, the financial results of Horgos Yuehua has been included in
the results of the business line of pan-entertainment business of the Group.
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The table below sets forth the total revenue, profit, assets and liabilities attributable to Horgos
Yuehua for the years ended December 31, 2019, 2020 and 2021:

For the year ended December 31,

2019 2020 2021
(RMB in thousands)
Total REVENUE . . . .ot e 5,509 — 801
Total profit/(loss) aftertax . . ....... ..o (65,536) (32,975) (20,194)
Total assets(D) . . . 100,883 30,541 77,136

Total liabilities(D) ... .. ... 48,298 51,629 54,049

Note:

(1) The above total assets and total liabilities attributable to Horgos Yuehua as at December 31, 2019, 2020 and 2021 already took into effect
the eliminations of intercompany balances between Horgos Yuehua and other group companies when preparing the consolidated
financial statements of the Group during the Track Record Period.

To focus on our core business, being artists management, we structurally dismantled the
Contractual Arrangements on March 4, 2022 as part of the Reorganization by terminating the
agreements in connection with the contractual arrangements. During the Track Record Period, the
revenue contribution by Horgos Yuehua is relatively insignificant. Ceasing to engage in such
businesses would enable the Group to allocate more resources to developing its core business. In
connection with such dismantlement, a deemed distribution was approved by the Board and the
Shareholders of the Company. Pursuant to such deemed distribution, all Shareholders of the Company
upon completion of the Reorganization (other than ARK Trust (Hong Kong) Limited and
LIGHTSTONE TRUST (HONG KONG) LIMITED) received distribution of equity interest in Horgos
Yuehua at nil consideration, in proportion to their respective shareholding in our Company. After the
dismantlement of the Contractual Arrangements, the financial results of Horgos Yuehua will no longer
be consolidated as part of the Group’s financial statements. We do not intend to engage in the
businesses conducted by Horgos Yuehua, nor do we plan to invest in Horgos Yuehua or collaborate
with Horgos Yuehua to jointly make investments. However, we may arrange our managed artists to
participate in the shooting of movies and drama series produced by Horgos Yuehua in the future.

During the Track Record Period and up to the date of dismantlement of the Contractual
Arrangement, Horgos Yuehua did not have any material non-compliance with relevant laws and
regulations and had not been subject to any material litigation.

With respect to the business of the Group after the dismantlement of the Contractual
Arrangement, the PRC Legal Advisor is of the view that: (i) although the music IPs and virtual artists
may fall into the scope of Internet culture products, none of the Group’s PRC subsidiaries directly
engaged or engage in Internet culture activities including but not limited to the developing, publishing
and disseminating such culture products via Internet; and (ii) the music IP production and operation
and commercial development of virtual artist do not fall under the scope of the Internet culture
activities and are not subject to any foreign investment restrictions or prohibition under the Foreign
Investment Law and the Negative List. For details of the Foreign Investment Law and the Negative
List, see “Regulations—Laws and Regulations in relation to our Business in the PRC—Regulations
Relating to Foreign Investment.”

Legality of the Contractual Arrangements

Our PRC Legal Advisor is of the opinion that during the term of the Contractual Arrangements
(i.e., up to the date of the dismantlement of the Contractual Arrangements), each of the agreements
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comprising the Contractual Arrangements did not violate the provisions of the laws promulgated by the
National People’s Congress of China and its Standing Committee, and the administrative regulations
promulgated by the State Council, and was valid and binding on and enforceable against the relevant
parties of each of the agreements, except that (i) the provisions pursuant to which the arbitral body may
make an ruling for the dissolution of Horgos Yuehua may not be enforceable under the existing PRC
laws; (i) the interim relief or other rulings of the courts in Hong Kong and the Cayman Islands in
respect of the matters under the Contractual Arrangements may not be recognized and enforceable
under the PRC laws; (iii) the arbitral award made by the China International Economic and Trade
Arbitration Commission under the dispute settlement provisions of the Contractual Arrangements shall
only be enforceable upon the rulings of the PRC courts to approve the enforcement have been made.

Each of the agreements was binding on the parties thereto and none of them would be deemed
as “impairing others legitimate rights and interests with malicious collusion” and void under the PRC
Civil Code. As of the date of the Contractual Arrangements were dismantled, the PRC governmental,
legislative, judicial and other authorities had not yet promulgated any regulations which prohibit the
signing and performance of the Contractual Arrangements by the parties thereto, and our PRC Legal
Advisor was not aware of any plans to do so by the aforementioned authorities.

However, our PRC Legal Advisor also advised us that there are substantial uncertainties
regarding the interpretation and application of current and future PRC laws and regulations and
accordingly, there can be no assurance that the PRC regulatory authorities will not in the future take a
view that is contrary to or otherwise different from the above opinion.

CAPITALIZATION ISSUE

Pursuant to the resolutions passed by our Shareholders on December 26, 2022, subject to the
share premium account of our Company having sufficient balance, or otherwise being credited as a
result of the issue of the Offer Shares pursuant to the Global Offering, our Directors shall be authorized
to allot and issue a total of 634,210,000 Shares credited as fully paid at par on the Listing Date to the
Shareholders whose names appear on the register of members of our Company in the Cayman Islands
at the close of business on the business day preceding the Listing Date, in proportion to their existing
respective shareholdings (save that no holder of Shares shall be entitled to be allotted or issued any
fraction of a Share) by capitalizing the relevant sum standing to the credit of the share premium
account of our Company.

PRE-IPO INVESTMENTS
Overview

We attracted several Pre-IPO Investors through capital injections or equity transfers. Details of
those investments are summarized below.

(a) Capital Injection

Date of Registered
capital capital
injection Settlement subscribed Total funds raised Discount to the
No. agreement date® Subscriber for by our Company Cost per Share® Offer Price®
(RMB) (RMB) (RMB)
1. July 4,2014 July 24,2014 Shanghai Wentou * 190,159 122,360,000 2.38 40.7%
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(b) Transfers of Shares or Equity Interests

Registered
Date of capital or Discount
equity/share Share Cost  to the
transfer Settlement capital per Offer
No.  agreement date™ Transferor Transferee transferred Consideration Share® Price®
(RMB) (RMB) (RMB)
1. July 4,2014 September 24, Ms. Du Shanghai 242,018 132,370,000 2.38  40.7%
2014 Wentou
Mr. WANG Huan
Zhoushan Dailesi
Xinjiang
Rongzheng
2. August28, November 1, Ms. Du Quantum Jump 5,489,000 124,750,000 3.51 12.7%
2018 2018
3. November 16, November 24, Shanghai Kunling Dongyang 16,500,000 277,500,000 2.60 35.4%
2020 2020 Alibaba Pictures
4. August30, February 15, Mr. WANG Huan Joinstar HK ©® 1,100,000 8,000,000 1.12 72.1%
2021 2022
Notes:
(1) Refers to the last date of settlement for the relevant rounds of Pre-IPO Investments.
(2) The cost per Share paid is calculated based on the share subscription/acquisition price paid by the relevant Pre-IPO Investors, and the
number of Shares they receive pursuant to the Reorganization and upon completion of the Capitalization Issue.
(3) The discount to the Offer Price is calculated based on the assumption that the Offer Price is HK$4.48 per Share, being the mid-point of
the indicative Offer Price range of HK$3.91 to HK$5.06.
(4) In 2018, Shanghai Wentou transferred all share capital it held in Yuehua Limited to CMC, one of its affiliates.
(5) Joinstar HK was then indirectly wholly owned by Mr. Nick Ning Yang (#4%¢).

Other Principal Terms of the Pre-IPO Investments

Use of Proceeds from the Pre-IPO Investments

Strategic benefits brought by the Pre-IPO Investors
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We have fully utilized the proceeds from the
capital injection by Shanghai Wentou in the
Pre-IPO Investments to support the business and
operations of our Group, including but not
limited to new business development, personnel
recruitment as well as other general corporate
purposes.

At the time of the Pre-IPO Investments, our
Directors were of the view that our Company
would benefit from the additional capital to be
provided by the Shanghai Wentou and some
Pre-IPO Investors’ knowledge and experience.

Our Pre-IPO Investors include renowned
professional investors, which can provide
professional advices on our  Group’s
development and improve our corporate

governance, financial reporting and internal
control.
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By introducing our Pre-IPO Investors, we could
also leverage on their network and resources to
further develop our business. For instance, we
could utilize the platform-based resources of
certain affiliates of our Pre-IPO Investors to
increase the public exposure of our manage
artists.

The Pre-IPO Investments also demonstrated the
Pre-IPO Investors’ confidence in the operation
and development of our Group.

Basis of Consideration The consideration for the Pre-IPO Investments
was determined based on arm’s length
negotiations between our Group and Shanghai
Wentou or between the relevant Pre-IPO
Investors and the then shareholders of Yuehua
Limited (as the case may be) with reference to
Yuehua Limited’s operations, business scale and
financial performance at the relevant times.
Other factors were also taken into account in the
determination of the consideration including but
not limited to (i) the investment risk assumed by
the relevant Pre-IPO Investors under the capital
market conditions at the time of the relevant
investments and (ii) the strategic benefits which
would be brought by the Pre-IPO Investors to
our Group as detailed above.

As advised by our PRC Legal Advisor, our Group has complied with all PRC laws and
regulations that are applicable to the Pre-IPO Investments.

Special Rights of Pre-IPO Investors

The Pre-IPO Investors were granted certain customary special rights in the Pre-IPO
Investments, including but not limited to information rights, right to nominate directors, registration
rights, conversion rights and right of first refusal.

All such shareholder rights (other than redemption rights) shall terminate and be of no further
force or effect immediately before or upon the Listing. The redemption rights under the Shareholders
Agreement shall terminate and be of no further force or effect immediately before the Company
submits its application for the listing of our Shares on the Stock Exchange, provided in the event where
such listing submission is withdrawn, rejected, lapses and is not renewed within a prescribed period of
time, or the Company fails to consummate the Global Offering, such redemption rights shall
automatically be reinstated in full.
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Information about the Pre-IPO Investors

Set out below is certain information of the Pre-IPO Investors. The Group has been engaged in
certain business collaborations with the affiliates of Quantum Jump and Dongyang Alibaba Pictures. In
addition, the Group also had certain business collaborations with the portfolio companies of CMC.
Each of the non-executive Directors nominated by Quantum Jump, Dongyang Alibaba Pictures and
CMC is currently an employee of the affiliate of the respective Pre-IPO Investors. Other than the
business relationship established during the Group’s ordinary course of business and our non-executive
Directors’ employment relationship with the respective affiliates of the Pre-IPO Investors, there is not
any past or present relationships between (i) each of the Pre-IPO investors and their respective ultimate
beneficial owners and investment manager, where applicable, and (ii) the Company and its
subsidiaries, their controlling shareholders, directors, senior management, and their respective
associates.

Quantum Jump

Quantum Jump is a limited liability company incorporated in the PRC. Quantum Jump is an
investment holding company. Quantum Jump is a wholly-owned subsidiary of Douyin Co., Ltd. (¥l &
A7), The Group became acquainted with Quantum Jump in 2018 through business cooperation
with an affiliate of Quantum Jump in ordinary course of operation.

Afflatus Limited, a Shareholder of the Company after the Reorganization, is an offshore
affiliate of Quantum Jump. Afflatus Limited is an investment holding company.

cMcC

CMC is a limited liability company incorporated in the PRC and is held by Suzhou
Huarenwenhua Investment Center (Limited Partnership) (#RMZEASULFE L (AREE) )
(“Suzhou CMC”) as to 99.99%. The general partner of Suzhou CMC is Suzhou Huarenwenhua
Investment Management Co., Ltd. (#fM#E AL # & E A BRAA) (holding approximately 0.31% of
total subscribed capital contribution in Suzhou CMC), which is ultimately controlled by Mr. Li
Ruigang. Suzhou CMC has 12 limited partners with Shenzhen Wenyuhuazhang Technology Co., Ltd.
(YT SR EE TR A FRATF]) (“Wenyuhuazhang”) holding approximately 23.15%, Hangzhou Ali
Venture Capital Co., Ltd. (HUMNFTHEAZEREARAR) (“Ali Venture Capital”) holding
approximately 23.15%, Suzhou Hewen Investment Partnership (Limited Partnership) (# /0 A SCHE S
BEHEREE)) holding approximately 18.92%, Kunshan Pinmingfu Enterprise Management Co.,
Ltd. (Bl SEEHAMRAF) holding approximately 13.22%, Suzhou Ruifang Investment
Management Co., Ltd. (%N %% & EIA RAF]) holding approximately 6.48%, Shanghai Yueyan
Enterprise Management Center (limited Partnership) (LifH ZEAEEHFLARAEE)) holding
approximately 5.85%, Shanghai Jingwei Investment Co., Ltd. (LiEERERERRAF) holding
approximately 2.92%, Jiangsu Zhaoyin Modern Industry Equity Investment Fund Phase I (Limited
Partnership) (VL#FASRBIAAE ERBERE RS — WA E%)) holding approximately 2.20%, Ningbo
Jiajia Equity Investment Partnership (limited Partnership) (W #=ERMERESBEE (AREY) )
holding approximately 1.50%, Tianjin Maiyou Technology Partnership (limited Partnership) (K ##
B AR RAE)) holding approximately 1.43%, Ms. Yi Hua (%5#) holding approximately
0.59% and Mr. Feng Ruigao (¥5%i+) holding approximately 0.26% of the total subscribed capital
contribution in Suzhou CMC, respectively. To the best knowledge of Suzhou CMC, each of its limited
partners is independent from the others. Wenyuhuazhang is ultimately controlled by Tencent Holdings
Limited, the shares of which are listed on the Main Board of the Stock Exchange (stock code: 700). Ali
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Venture Capital is ultimately controlled by Alibaba Group Holding Limited (P B [ E% 45 45 i A R 2
A]), with its American depositary shares, each representing eight ordinary shares, listed on the New
York Stock Exchange (stock symbol: BABA), and its ordinary shares listed on the Main Board of the
Stock Exchange (stock code: 9988). CMC is a leading media and entertainment conglomerate deeply
engaged in the entertainment industry. Ms. Du became acquainted with Mr. Li Ruigang through
introduction of her friends in 2014.

CMC Sports Investment Limited (“CMC Sports™), a Shareholder of the Company after the
Reorganization, is an offshore affiliate of CMC. CMC Sports is an investment holding company.

Dongyang Alibaba Pictures

Dongyang Alibaba Pictures is a limited liability company incorporated in the PRC. Dongyang
Alibaba Pictures is a consolidated subsidiary of Alibaba Pictures Group Limited (B 5 &2 552 3L E A
FR7ZyH]), the shares of which are listed on the Main Board of the Stock Exchange (stock code: 1060).
Alibaba Pictures Group Limited is a consolidated subsidiary of Alibaba Group Holding Limited (Fo 5
B E AR [ 2 A RN /D), with its American depositary shares, each representing eight ordinary shares,
listed on the New York Stock Exchange (stock symbol: BABA), and its ordinary shares listed on the
Main Board of the Stock Exchange (stock code: 9988). Dongyang Alibaba Pictures is principally
engaged in the investment in and production and distribution of movie and TV copyrights and
investment management. The Group became acquainted with Dongyang Alibaba Pictures in 2017
through business cooperation with an affiliate of Dongyang Alibaba Pictures in its ordinary course of
operation.

Interform Construction Supplies Limited (“Interform Construction”), a Shareholder of the
Company after the Reorganization, is an offshore affiliate of Dongyang Alibaba Pictures. Interform
Construction is an investment holding company.

Mpr. Nick Ning Yang

Mr. Nick Ning Yang is an independent individual investor and invested in our Company by
acquiring equity interests from Mr. WANG Huan, whom Mr. Nick Ning Yang became acquainted
through other business cooperations, with a view to benefiting from our future growth. Mr. Nick Ning
Yang became aware of the potential investment opportunity in the Group through Mr. Wang. Mr. Nick
Ning Yang is the co-founder of KongZhong Corporation which is engaged in the provision of digital
entertainment services for the customers in the PRC and served as a director of KongZhong
Corporation from March 2002 to July 2010.

Public Float

CMC Sports holds approximately 14.25% of the issued capital in our Company immediately
prior to the completion of the Global Offering, and will hold approximately 12.28% upon the
completion of the Global Offering (assuming the Over-allotment Option is not exercised). As such,
CMC Sports will be a substantial shareholder of our Company upon Listing, and the Share it holds will
accordingly not be considered as part of the public float.

Interform Construction holds approximately 14.25% of the issued capital in our Company
immediately prior to the completion of the Global Offering, and will hold approximately 12.28% upon
the completion of the Global Offering (assuming the Over-allotment Option is not exercised). As
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such, Interform Construction will be a substantial shareholder of our Company upon Listing, and the
Shares it holds will accordingly not be considered as part of the public float.

Except as stated above, the Shares held by other Pre-IPO Investors mentioned above will
constitute part of the public float.

Compliance with Guidance Letters on Pre-IPO Investments

On the basis that (i) the Listing is expected to take place on or around January 19, 2023 and will
be more than 120 clear days after the completion of the Pre-IPO Investments, which is
February 15, 2022; and (ii) the Pre-IPO Investors shall have the same rights as the other public
Shareholders after the Listing, the Joint Sponsors have confirmed that, based on the documents
provided by the Company relating to the Pre-IPO Investments, the Pre-IPO Investments are in
compliance with the Guidance Letter HKEx-GL29-12 issued in January 2012 and updated in March
2017 by the Stock Exchange, Guidance Letter HKEx-GL43-12 issued in October 2012 and updated in
July 2013 and in March 2017 by the Stock Exchange and Guidance Letter HKEx-GL44-12 issued in
October 2012 and updated in March 2017 by the Stock Exchange.

LOCK-UP ARRANGEMENTS

Shares held by our Controlling Shareholders would be subject to a lock-up arrangement
pursuant to Rule 10.07(1) of the Listing Rules. For details, please see “Underwriting—Underwriting
Arrangements and Expenses—Hong Kong Public Offering—Undertakings to the Stock Exchange
Pursuant to the Listing Rules—(B) Undertakings by our Controlling Shareholders.” Our Controlling
Shareholders also entered into a deed of lock-up undertaking in favor of each of our Company, the
Joint Sponsors and the Joint Global Coordinators, for a period of 24 months commencing from the
Listing Date.

Other than ARK Trust (Hong Kong) Limited and LIGHTSTONE TRUST (HONG KONG)
LIMITED (being trustees holding Shares as reserve for the awards under the Share Incentive Plan),
each of other existing Shareholders as of the date of this prospectus (including the offshore affiliates of
our Pre-IPO Investors), has entered into a deed of lock-up undertaking in favor of each of our
Company, the Joint Sponsors and the Joint Global Coordinators, for a period of 12 months
commencing from the Listing Date.
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