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OVERVIEW

Who We Are

We are a vending machine operator in mainland China with a 7.6% market share in terms
of GMV in 2022. According to Frost & Sullivan, we ranked first in terms of both total
transaction GMV and network scale in the unmanned retail industry, primarily consisting of
vending machines, unmanned stores and unmanned shelves, in mainland China for each of
2019, 2020, 2021 and 2022. For over a decade since our founding, we have endeavored to
cultivate the unmanned retail industry, a sub-segment of the retail industry, in mainland China
and developed digitalization and operation capabilities, covering merchandise procurement,
logistics and inventory management. Leveraging these core capabilities, we have rapidly
established an extensive point-of-sale, or POS, network covering a wide range of consumption
scenarios, including schools, factories, office premises, public venues, transportation hubs and
restaurants. Through our expansive POS network, we are able to provide services to a variety
of participants along the unmanned retail industry value chain. As of June 30, 2023, we had
a network of 61,888 Ubox POSs for vending machines across 157 cities and 28 provincial-level
administrative regions in mainland China, 87.3% of which were concentrated in tier one, new
tier one and tier two cities.

Our Revenue Model

We strive to refine the traditional retail industry with technology and to further digitalize
and automate businesses along the retail value chain. We generated revenue during the Track
Record Period from the following business segments:

. Unmanned retail business. We leverage our nation-wide POS network and data-
driven operation system to digitalize and automate retail sales of FMCG in a wide
range of consumption scenarios through vending machines only. We derive revenue
from this segment primarily from retail sales of merchandise, including bottled
beverages, snacks, freshly brewed coffee and other beverages, through vending
machines at Ubox POSs. Our vending machines primarily include pick-and-go
cabinets, beverage vending machines, beverage and snack vending machines and
freshly brewed beverage vending machines;

. Advertising and system support services. We leverage our extensive and unique
consumer touch points to offer advertisers with digital advertising services that
drive consumer traffic and sales, primarily consisting of (i) display screen
advertising services, (ii) after-payment advertising services, (iii) merchandise
display advertising services and (iv) machine body advertising services. We derive
revenue from service fees charged to our advertising customers for digital
advertising services. In addition, we also provide operation system support to
Non-Ubox POS operators by allowing them to connect their machines to our
operation system, which enable them to access a range of functionalities, including
monitoring their machines’ operating status in real time and receiving restocking
alerts, restocking routes and schedule recommendations. We derive revenue from
fees charged to our Non-Ubox POS operators for using our operation system;
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. Merchandise wholesale. We offer merchandise wholesale primarily to merchandise
wholesale customers and certain Non-Ubox POS operators. We derive revenue from
this segment primarily from wholesale of merchandise;

. Vending machine sales and leases. We sell, lease and/or provide hardware support
services for vending machine to our Non-Ubox POS operators. We provide hardware
support services including machine installation and maintenance services. We derive
revenue from this segment primarily from sales and leases of vending machine
and/or fee charged for related hardware support services; and

. Others. We also offer other services, which mainly comprise mobile device
distribution services, karaoke booth services, karaoke booth sales and leases and
karaoke booth operation system support across mainland China.

Our Market Opportunity

We are well-positioned to capture the massive market opportunity driven by the fast
growth of the under-penetrated unmanned retail market in mainland China. According to Frost
& Sullivan, vending machines can effectively address the pain points of the traditional
fast-moving consumer goods, or FMCG, retail market, including high start-up costs and
escalating operation costs, and also provide consumers with convenient consumption
experiences. However, the unmanned retail market in mainland China is underpenetrated, with
an average of 0.8 vending machine per thousand population in 2022. As of December 31, 2022,
vending machines in mainland China covered only 8.8% of the country’s potentially available
offline sites, and such penetration rate of offline sites covered by vending machines is expected
to increase to 15.6% by 2027, indicating a vast development prospect for vending machines in
offline retail scenarios. Accordingly, the size of the vending machine retail market in mainland
China is expected to grow from RMB28.9 billion in 2022 to RMB73.9 billion in 2027, with a
CAGR of 20.7%.

Our Platform for Participants along the Industry Value Chain

We seek to capture this market opportunity as a core player by leveraging our strong
capabilities in digitalization and operation. We have created a platform where we provide value
to, and nurture symbiotic relationships among, a variety of participants along the unmanned
retail industry value chain. For consumers, we offer convenience, accessibility, excellent
multi-scenario user experiences, contactless purchase and a broad selection of trending
merchandise. For those who wish to start a vending machine business, we offer them an
opportunity to join us as POS partners, thereby allowing them to capitalize on their POS
resources and local expertise and tap into our digitalization and operation capabilities. The
POS partners are typically entitled to a share of the POSs’ transaction GMV subject to
deduction of their responsible fees and costs. For those who already operate vending machines,
we welcome them as our merchandise wholesale customers or Non-Ubox POS operators and
empower them to improve operational efficiency by providing them with access to our
digitalization and operation capabilities. For advertisers, we offer a vast and inter-connected
platform to reach consumers.
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The diagram below illustrates our platform and the interactions among its major
participants:
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Notes:  Others include offering (i) mobile device distribution services to mobile device resellers and (ii) karaoke
booth services, karaoke booth sales and leases and karaoke booth operation system support to karaoke
booth franchisees.

Digitalized Operation

We have been dedicated to digitalized operation since our inception. Based on industry
insights into and operational know-how of the unmanned retail industry that we have
accumulated over the years, we have continually upgraded vending machines and digitalized
our operation system to improve operational performance of our POSs and our operating
efficiency. We utilize massive multi-dimensional transaction data and our proprietary digital
management platform to digitalize, automate and refine core components across the retail value
chain. We use data analytics to select POS sites, determine and continuously optimize the
merchandise mixes tailored for each vending machine, and automatically generate
recommendations on restocking schedules and route plannings. Our algorithm and data
analytical capabilities coupled with the wealth of transaction data generated from our retail
platform bring insights to our operation, which in turn fuels our expansion and further
accelerates our accumulation of transaction data, forming a virtuous cycle. Leveraging our
strong digitalization capabilities, we have created a retail network for diversified consumption
scenarios, a nation-wide operation network and a data-driven operation system. It empowers
and optimizes various aspects of our operation, including:

. Merchandise mix optimization and procurement. Our operation system collects and
analyzes transaction data from our POS network to facilitate merchandise mix
optimization and procurement decision-making for each machine under different
consumption scenarios, maximizing potential sales of each POS.

. Vending machine restocking and maintenance. Our operation system uses algorithms

to enable centralized restocking scheduling and route planning, recommending
optimized restocking routes and schedules, ensuring efficient utilization of our
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transportation capacity, minimizing transportation and labor costs and maximizing
potential sales. Our operation system also closely tracks and monitors our vending
machines in real time, and automatically notifies responsible operation staff if any
malfunctioning is identified.

. POS site selection and optimization. We leverage our wealth of data and strong
analytical ability to select consumption scenarios and, within these scenarios,
pinpoint specific POS sites. Our operation system enables us to continuously
monitor and evaluate the performance of existing vending machines to guide our
future POS site selection.

. Inter-connected POS network with real-time data transmission. Equipped with
advanced telecommunication technology, each of our machines is connected to our
centralized operation system over the cloud operated by third-party cloud service
providers in mainland China, which enables our machines to instantly transmit data
across our system, and allows operators to constantly monitor its operating status in
real time to ensure optimal performance.

Operation Empowerment

Our strong operation capabilities have laid the foundation for our business expansion, and
have become one of our core competitive edges. Our bulk purchase has also given us a cost
advantage. We have built a nation-wide operation network and a data-driven operation system
that allow us to efficiently support our POS network, our POS partners and merchandise
wholesale customers. As of June 30, 2023, we operated 106 warehouses and 212 sorting
centers, covering 121 cities and 28 provincial-level administrative regions across mainland
China, and had entered into strategic cooperation with 13 well-known international FMCG
brands.

Flexible POS Management under Different Consumption Scenarios

For different consumption scenarios, we have strategically adopted different POS
management and expansion strategies to achieve efficient and rapid business expansion. We
generally adopt a direct operation model for POSs at strategically important sites, such as
transportation hubs and premises of key accounts (“KAs”), including Deppon Logistics and
Xiaomi, which tend to have a large number of potential POS locations at a single site. As of
June 30, 2023, we cooperated with more than 40 KAs to operate POSs under the direct
operation model. By directly operating POSs in such premium locations, we not only achieve
a stable source of income, but also promote our brand awareness and presence. In other
locations, we engage POS partners to assist with sourcing and establishing POSs. This
facilitates the expansion of our POS network at relatively low costs and risks associated with
establishment and development of POSs, and better aligns our interest with those of the POS
partners by incentivizing them to capitalize on their expertise to source and establish more and
better POSs. In addition, our outstanding digitalization capability and unique business
expansion model together forge our “platform” capability, which allows us to transform from
operating a network of vending machines to a platform that provides services under a wide
range of consumption scenarios. See “Financial Information — Overview” for the revenue,
costs and expenses recognition of our direct operation and partner models.
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OUR ACHIEVEMENTS

Highlights of our major achievements as of June 30, 2023 are set forth as follows:
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Growth Rate of the Number of Ubox POSs
from January 1, 2019 to June 30, 2023

Due to the COVID-19 pandemic, our revenue decreased from RMB2.7 billion in 2019 to
RMB1.9 billion in 2020. As the impact of COVID-19 relented and our new business operations
developed, our revenue in 2021 rebounded to RMB2.7 billion. Our revenue decreased from
RMB2.7 billion in 2021 to RMB2.5 billion in 2022 primarily due to the regional resurgence of
COVID-19 in mainland China. Despite that our revenue of vending machine sales and leases
in 2022 was adversely affected by the regional resurgences of COVID-19 in mainland China,
our revenue of unmanned retail business increased from RMB1,915.1 million in 2021 to
RMB1,974.7 million in 2022 primarily due to the expansion of our POS network driven by the
partner model. Our revenue from unmanned retail business increased by 8.0% from RMB913.4
million for the six months ended June 30, 2022 to RMB986.8 million for the six months ended
June 30, 2023, primarily due to the increase in our sales of FMCG through our POS network
as a result of the overall recovery of consumer traffic and business activities following the
relaxation of COVID-19 policies since December 2022.

OUR STRENGTHS

Well-positioned to capture the massive market opportunity in mainland China’s
Underpenetrated Unmanned Retail Industry with Significant Growth Potential

We are a vending machine operator in mainland China, with strong operation and
digitalization capabilities. According to Frost & Sullivan, we ranked first in terms of both total
transaction GMV and network scale in the unmanned retail industry in mainland China for each
of 2019, 2020, 2021 and 2022. The total transaction GMV from our unmanned retail business
amounted to approximately RMBI1,724 million, RMB1,529 million, RMB2,142 million,
RMB2,210 million, RMB1,020 million and RMB1,126 million in 2019, 2020, 2021, 2022 and
the six months ended June 30, 2022 and 2023, respectively. During the Track Record Period,
the number of POSs in our network increased from 27,744 as of January 1, 2019 to 61,888 as
of June 30, 2023, representing a growth rate of 123.1%. The cumulative number of our
distinguishable transacting users reached 354.5 million as of June 30, 2023.
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According to Frost & Sullivan, vending machines provide a significant channel for offline
FMCQG retail, as they can effectively address the pain points of the industry’s traditional
business model, including high start-up costs and escalating operating costs. However, the
unmanned retail market in mainland China is underpenetrated, with an average of 0.8 vending
machine per thousand population in 2022. As of December 31, 2022, the vending machines in
mainland China covered only 8.8% of the country’s potentially available sites, and such
penetration rate of offline sites covered by vending machines is expected to increase to 15.6%
by 2027, indicating a vast development prospect for vending machines in offline retail
scenarios. Accordingly, the size of the vending machine retail market in mainland China is
expected to grow from RMB27.1 billion in 2021 to RMB79.9 billion in 2026, with a CAGR
of 24.0%. We believe our industry-leading position and strong ability to digitalize operations
will enable us to further increase our market penetration and to expand into new consumption

scenarios.

In addition to capturing market opportunities to expand our business scale, we have led
the industry in innovation and developed numerous novel operation models, such as
customized sales and marketing strategies based on real-time data. We collaborate with internet
companies to build a diversified payment infrastructure supporting a wide variety of payment
methods including major payment methods such as Alipay and WeChat Pay, advanced
technologies such as biometric authentication payment, and customized scenario-specific
payment methods such as student card and staff card payment. We pay transaction fees to the
internet companies for the different payment methods. According to Frost & Sullivan, we
developed mainland China’s first vending machine that enables payment through biometric
authentication.

Powerful Digitalization Capabilities Driving Operational Excellence and Empowering
Customers and Business Partners

We have been dedicated to digital operations since our inception. As of June 30, 2023,
we had cumulatively 354.5 million distinguishable transacting users, with approximately
5.4 billion transactions completed. Leveraging our scale and IoT technology, we have enabled
automatic collection of a massive amount of transaction data in multiple dimensions, including
transaction frequency, location, timing and consumption preference.

We analyze these valuable transaction data with our proprietary data algorithms, and use
the insights we gain from the analytics to optimize economics of POSs and achieve operational
excellence on a continual basis. In any particular scenario, data analytics of, for example,
historical sales by SKU, sales speed and stock value informs our decisions in initial
merchandise mix and subsequent restocking strategies. We also continuously optimize the
accuracy of our algorithms and recommend the most popular and profitable merchandise for
any given vending machine in real time. In addition, our operation system allows us to conduct
optimized logistics operations by efficiently arranging regional restocking frequency and
routes, and merchandise redeployment. Our data-driven network is instrumental to enhancing
our merchandise turnover rate, gross margin and operating cash flows.
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Furthermore, our powerful digitalization capabilities based on massive transaction data
allow us to empower the other participants along the industry value chain on our platform,
including POS partners and Non-Ubox POS operators by streamlining their operations with
valuable insights into consumer behavior. We also provide advertisers with sales reports before
placing advertisements, and subsequent analytics reports on the effect of their advertisements,
allowing them to improve marketing efficiency.

Strong Operation Capabilities Underpinning Our Business Growth

We have built a nation-wide operation network and a data-driven operation system, which

underpin our business growth. Highlights of our operation capabilities include:

. Cost advantage. We purchase a large amount of merchandise and have strong
bargaining power. Our nation-wide POS network also presents an effective way for
merchandise suppliers to distribute and showcase their products, which further

increases our leverage to lower procurement costs.

. Nation-wide operation network. As of June 30, 2023, we operated 106 warehouses
and 212 sorting centers across 121 cities and 28 provincial-level administrative
regions in mainland China, covering a total of 61,888 Ubox POSs, and had entered
into strategic cooperation with 13 well-known international FMCG brands. As of the
same date, we had a fleet comprising 372 self-owned vehicles and approximately
900 operation personnel, among whom approximately 190 were our employees and
710 were third-party contractors. Our nation-wide operation network can effectively
support our rapid expansion of POS network across the country. Relying on our
data-driven operation network, we can realize efficient restocking, reduce stock-out
losses, and deliver merchandise to our customers timely, thereby reducing
transportation costs. In 2021, we introduced a shared warehouse initiative
leveraging our existing warehouses, which uses a high-density and low-inventory
“small warehouse” model to provide more efficient and flexible services to our
merchandise wholesale customers and help them reduce warehousing costs.
Leveraging our strong operation capabilities, our shared warehouse initiative targets
to reduce the merchandise wholesale customers’ staff costs and capital investment
in warehouse facilities through the provision of more comprehensive services,
including warehousing, operation system management, and hardware and software
support services, to the merchandise wholesale customers on top of merchandise
wholesale. Such services can be used by our merchandise wholesale customers who
participate in our shared warehouse initiative at no extra charge. We do not charge
our merchandise wholesale customers any rental fee for using the shared warehouse.
We believe this new initiative can help us attract new merchandise wholesale
customers and convert many of them into our POS partners.
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. Digitalized management and know-how. Our data-driven operation system can
predict demand from a specific POS for specific merchandise. Additionally, by
monitoring the status of our vending machines in real time, the system can
automatically propose restocking needs to operators as well as generate relevant
restocking schedules and route plans, reducing stock-out losses, minimizing sales
loss due to late restocking, and achieving operational and management efficiency.
The stock-out rate of our pick-and-go cabinets, being the number of SKUs sold out
before restocking as a percentage of the total number of SKUs after restocking,
decreased from 27.5% in 2019 to 8.6% for the six months ended June 30, 2023.

. Just-in-time capability. Our data-driven operation system allows us to predict
demand and timely arrange for procurement and logistics. For the six months ended
June 30, 2023, the average inventory retention days of our warehouses were
approximately 12 days. Through our shared warehouses, we further enable
merchandise wholesale customers to adopt a just-in-time inventory model by
tapping into our operation system, optimizing their inventory levels and increasing
their inventory turnover rates. In particular, for shared warehouses, we generally
only procure merchandise upon receiving orders from merchandise wholesale
customers, with an order-to-delivery time of approximately three days for the six
months ended June 30, 2023.

Flexible POS Management and Development Strategies Tailored to Different
Consumption Scenarios Fueling Rapid Expansion of POS Network

For different scenarios, we have strategically adopted different POS management and
development strategies to achieve efficient and rapid expansion. Currently, we predominantly
pursue the following models:

Direct Operation Model: We generally source, establish and manage POSs ourselves at
strategically important locations, such as schools and premises of KAs, which tend to have a
large number of potential POS sites at a single location. By directly operating POSs in such
premium locations, we not only achieve a stable source of income, but also promote our brand
awareness and presence. In addition, we had entered into strategic cooperation with various
leading internet companies, logistics service providers, automobile manufacturers and
companies from other industries, including Deppon Logistics and Xiaomi, with over 6,100
POSs deployed to their premises nationally as of June 30, 2023. We will continue to increase
the number of POSs under the direct operation model through strengthening our cooperation
with KAs and turning leading enterprises in industries with growth prospects into our KAs.

Partner Model: In other locations, we have actively enhanced the use of POS partners
since 2020 to maintain the flexibility to engage POS partners to assist with sourcing and
establishing, while we manage the operation of POSs. The partner model has transformed
traditional offline vending machine operation and revenue distribution models, which allows
us to rapidly expand our POS network at relatively low costs and risks associated with
establishment and operation of POSs. As a result, our POS operation and development
expenses as a percentage of revenue from unmanned retail business decreased from 37.3% in
2019 to 26.5% for the six months ended June 30, 2023. This partner model aligns our interest
with those of our POS partners, who are typically entitled to a share of the POSs’ transaction
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GMV subject to deduction of their responsible fees and costs, and therefore incentivized to
mobilize resources to set up vending machines at the best POSs. Our POS partners are
generally responsible for sourcing potential sites, the costs for developing POSs, occupancy
fees and utility costs. Since 2020, we have actively enhanced the use of POS partners to assist
us with sourcing and establishing POSs. At the same time, relying on our highly replicable
“platform” capability in unmanned retail operations, we have continuously sought to penetrate
into different consumption scenarios to fuel our growth.

Our POS management is flexible given that (i) our operation system allows the POS
partners to monitor the sales data and performance of the POSs in real time and provides them
with monthly reports in respect of their share of transaction GMV and the fees to be charged;
(ii) the POS partners can relocate or remove any of their POSs at any time with our technical
support; and (iii) the POS partners can give suggestions as to the merchandise mix in their
POSs, which will be taken into account by us in our decision to adjust and optimize the
merchandise mix when we arrange restocking for the vending machines.

Large POS Network in mainland China Creating Economies of Scale and Competitive
Edge

For more than a decade since our founding, we have endeavored to cultivate the
unmanned retail industry in mainland China, and built a large vending machine POS network,
occupying a large number of premium POSs with high foot traffic. According to Frost &
Sullivan, existing vending machine operators with long operating history have well-
established POS networks, which are difficult for new entrants to replicate within a short
period of time. As such, we believe our extensive POS network has formed a high competitive
barrier and cannot be easily replicated. According to Frost & Sullivan, we ranked first in terms
of network scale in the unmanned retail industry in mainland China for each of 2019, 2020,
2021 and 2022. As of June 30, 2023, we had a network of 61,888 Ubox POSs across 157 cities
and 28 provincial-level administrative regions in mainland China, 87.3% of which were
concentrated in tier one, new tier one and tier two cities, where populations are denser and
residents have higher levels of income and greater mobility.

Our POS network covers a wide range of consumption scenarios, including schools,
factories, restaurants, office premises, public venues and transportation hubs. As of December
31, 2022, our POS network covered 45% of mainland China’s top 40 airports by passenger
traffic, 22% of all university and college campuses, and 29% of top 80 shopping malls in terms
of sales. As of June 30, 2023, we had entered into strategic cooperation with various leading
companies, with over 6,100 POSs deployed to their premises nationally. During the Track
Record Period, the number of POSs in our network increased from 27,744 as of January 1, 2019
to 61,888 as of June 30, 2023, representing a growth rate of 123.1%.
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We believe that the breadth and depth of our nation-wide POS network benefit us with
significant economies of scale, as they enable us to significantly increase our operational
efficiency and profitability. Coupled with our deep understanding of different consumption
scenarios and first-mover advantage, we are well-positioned to continuously increase our
market share and to expand into new consumption scenarios.

Outstanding R&D Capabilities with Deep Industry Insights

We have continuously invested in research and development to further improve our
technological capabilities, and have acquired deep industry insights by collecting and
analyzing the massive amount of transaction data generated from our operations. We put
technologies including data analytics, visual recognition and IoT technologies into industry
applications, digitalizing, automating and refining our operation, and thereby significantly
enhancing our operational efficiency. We led the technological developments of the industry.
As early as 2015, we obtained the first patent of “Method for Communication between Vending
Machines and Industrial Computers,” which set the ground for the development of our vending
machines. We have since then leveraged real-time communication and data transmission
technologies to develop a set of systems, including remote control, information display,
advertising management and payment management on vending machines. Building upon these
systems, we further utilized data algorithm models to continuously enhance our operational
efficiency. As of the Latest Practicable Date, we had 204 registered patents in areas such as
structural designs and components in relation to vending machines, modules and components
for digital payment on vending machines and communication and restocking methods for
vending machines. As of June 30, 2023, our research and development team consisted of 75
personnel, the majority of whom had joined our Group for more than three years and held a
bachelor’s degree or above. Some of the key R&D innovations in various aspects of our
operations include:

. Application of advanced technologies on vending machines: We have continuously
enhanced our vending machines with technologies to meet the specific needs of a
diverse range of consumption scenarios. For example, we have developed a vending
machine payment system, which is able to accept a wide range of payment methods
and allows centrally controlled adjustment of payment methods accepted at each
machine. We have also developed pick-and-go cabinets, our generation 2.0 vending
machines. Equipped with advanced hardware technologies, structural design and
lighting, and the combined use of biometric authentication, credit assessment
algorithm and IoT technologies, these pick-and-go cabinets poise to revolutionize
unmanned retail by allowing consumers to open the door w